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DEPARTMENT OF DEFENSE APPROPRIATIONS, 1959 ! 

Tirrurspay, Aprin 17, 1958 

OFFICE OF THE SECRETARY OF DEFENSE 
SALARIES AND EXPENSES 


WITNESSES 


J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES, 
OsD 

VICE ADM. JOHN H. SIDES, DIRECTOR, WEAPONS SYSTEMS EVALUA- 
TION GROUP 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OSD 

MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT, ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


Program and. financing 


1957 actual | 1958 estimate | 1959 estimate 
Program by activities: Direction and coordination of defense 
activities (total obligations) $13, 491, 140 $15, 600, 000 $15, 900, 000 
Financing: Unobligated balance no longer available... .-- 1, 008, 860 300, 000 | 
7 ~ - j 
Appropriation (new obligational authority)-...........-. 14, 500, 000 15, 900, 000 | 15, 900, 000 


Object classification 


1957 actual 1958 estimate | 1959 estimate 


Total number of permanent positions 1, 369 1, 32: 1, 254 
Full-time equivalent of all other position 12 15 15 
Average number of all employees_ -- 1, 328 1, 315 1, 261 
Number of employees at end of year 1, 359 1, 299 1, 299 
Average GS grade and salary 9.4 $7,274) 9.6 $7,447 | 9.6 $7, 606 


Ol Personal services 


Permanent positions $9, 708, 228 $9, 885, 640 $9, 643, 765 
Positions other than permanent 129, 604 192, 400 192, 400 

Other personal services 228, 149 279, Y6O 280, 335 

rotal personal services 10, 065, 981 10, 358, 000 10, 116, 500 

02 Travel 701, 159 750, 000 870, 000 
03 rr insportation of things 4 353 5, SOO 5, 800 
04 Communication services 276, 902 274, 900 272, 500 
05 Rents and utility services 4, 186 4, GOO 4, 600 
06 Printing and reproduction 187, 923 205, 600 196, 700 
07 Other contractual services 1, 834, 022 2, 961, 100 3, 403, 100 
08 Supplies and materials y 170, 528 173, 200 72, 000 
09 Equipment 209, 928 201, 300 184, 200 
11 Grants, subsidies, and contributions 617, 000 626, 100 
13 Refunds, awards, and indemnities_ - 29, 505 40, 000 40, 000 
15 ‘Taxes and assessments . 6, 653 8, 500 8, 500 
otal obligations... 7 seen 13, 491, 140 15, 600, 000 15, 900, 000 
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Mr. Manon. What is the next presentation, General Moore? 

General Moore. Mr. Loftis is here to present the justifications for 
the appropriation “Salaries and expenses, Office of Secretary of De- 
fense.” He has with him Admiral Sides who heads the Weapons Sys- 
tem Evaluation Group that has a substantial portion of the money in 
this appropriation. Mr. Wylie is here to assist in giving the commit- 
tee fiscal data. 

May I make a little statement off the record ? 

Mr. Manon. Yes. 

(Discussion off the record.) 


SUMMARY JUSTIFICATION DATA 


Mr. Manon. We will insert the significant portions of the justifica- 
tions in the record. 
(The matter referred to follows :) 


Analysis of changes in fund requirements 


Funds appropriated, fiscal year 1958_-...._______--...-_-~__- _.. $15, 900, 000 
eens URN NNE INTERES 6. hE debe 300, 000 





Total estimated requirements, fiscal year 1958_______--~_ _. 15, 600, 000 
Deduct : 
Reduction in personnel__________-~- 
Reduction in other expenses_-.__________---____~- 
Additional requirements, fiscal year 1959: 
Reimbursement for MATS transportation_ 
Weapon systems evaluation- 


padnian inka hap ada atiaaialoten imal —241, 500 
sscetnplbacelan —78, 500 


a eta 120, 000 
eithatis 500, 000 


Total appropriation request, fiscal year 1959__._____-____-__-___ 15, 900, 000 


EXPLANATION OF CHANGES IN FUND REQUIREMENTS 
ESTIMATED SAVINGS, FISCAL YEAR 1958 


Programed obligations for the fiscal year 1958 have been estimated at $300,000 
less than the total appropriated for these purposes. 


REDUCTIONS IN REQUIREMENTS, FISCAL YEAR 1959 


Reduction in personnel.—A savings of $241,500 attributable to a reduction in 
the average number of civilian personnel. 

Reductions in other expenses.—A savings of $78,500 in other expenses includ- 
ing communications, printing, supplies, equipment, and contractual services. 


ADDITIONAL REQUIREMENTS, FISCAL YEAR 1959 


Reimbursement for MATS transportation.—An increase of $120,000 to reim- 
burse MATS industrial fund for cost of scheduled transportation furnished civil- 
ian and military personnel of the Office of the Secretary of Defense on MATS 
aircraft. This estimate is predicated upon past experience in the utilization of 
this type of transportation heretofore furnished without charge to this appro- 
priation. 

Weapon systems evaluation.—An increase of $500,000 over the amount pro- 
vided for this purpose in fiscal year 1958 to accelerate and expand the capabilities 
for scientific analysis, evaluation, and testing of weapons and weapon systems. 
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Analysis of personnel requirements by activity 




































































Average employ- | Estimated average | Estimated average 
ment, fiscal year employment, fiscal employment, fiscal 
1957 year 1958 year 1959 
Activity 4 cant Poe = 
Civil- | Mili- | Total | Civil- | Mili- lm Total | Civil- | Mili- | Total 
ian | tary jan | tary ae ian | tary 
ee — | 
Office of the Secretary, Deputy Secre- 1 
tary, and Administrative Secretary - 44 46 90 45 90 45 | 45 90 
Assistant to the Secretary (Atomic 
Energy) - - dered 13 19 | 32 | 13 | 17 | 30 13 17 30 
Assistant to the Secretary (Legisla- | | | 
tive Affairs). __- } 7 5 12 | 7 | 12 6 5 ll 
Assistant to the Secrets ary pee | | | \ 
Operations) - | 14 5 19 13 6 19 | | 13 6 | 19 
Director of Guided Missiles | 21 9 30 37 74 44 | 39 | 7 | 46 
General Counsel } i oe 61 | 56 56 eo 51 
Assistant Secretary (Public Affairs) __| OTe 8 | 19 | 6 | 25 20 | 5 25 
Assistant Secretary (International | | | 
Security Affairs) : : | 69 33 102 | 67 | 30 | 97 66 | 29 | 95 
Joint Chiefs of Staff ---| 176) 307) 483) 177 | 302} 479] 174| 299 473 
Assistant Secretary (C omptroller) - 142 | 3 145} 151} 4 155 155 4 | 159 
Assistant Secretary (Manpower, Per- } | j | i 
sonnel, and Reserve) } 225 } 71| 206 205 | 67 | 272] 193 62 255 
Assistant Secretary (Supply and | | | | 
Logistics) 260 17 277 | 253 12 265 | 223 10 233 
Assistant Secretary “(P roperties and | | | | | | 
Installations) . - | 74} af) we): Seiad eiis ies 63 
Assistant Secretary (Health and | | | 
Medical) Pi wap oe | si) mi 8 19 
Assistant Secretary (Research and | | | i 
Engineering) . : ; | 178 56 | 234! 161] 46 207 158 | 40 | 198 
Special programs. __-._ sia 12} 3] 1 | mi 8&| 9] 16 5} 2 
Total awh sehicsane 1, 316 | 585 1, 901 | 1,300 | 561 | 1,861 | | 1,246 | 542) 1,788 
| ' ! 
Summary of military personnel and costs 
| | 
Fiscal year 1957 Fiscal year 1958 Fiscal year 1959 
Rank | — 
| Number | Amount | Number | Amount | Number | Amount 
oad | al 
General or admiral______- 1 | $21,940 | 1| $21,940 | 1 $21, 940 
Lieutenant general or vice admiral____ 2 34, 480 4 68, 960 4 68, 960 
Major general or rear admiral (upper h¢ alf) 15 | 234,420 11 170, 940 11 170, 940 
Brigadier general or rear admiral (lower 
ee scala 14 190, 720 19 256, 120 | 19 256, 120 
Colonel or captain _____- in Sah 238 |2, 706, 063 234 |2, 639, 510 230 | 2, 504, 450 
Lieutenant colonel or commander. iia 108 |1, 023, 371 90 843, 300 85 796, 450 
Major or lieutenant commander ________- 36 296, 720 34 277, 100 32 260, 800 
Captain or lieutenant....................- 15 107, 016 18 127° 620 i8 127, 620 
1st lientenant or lieutenant Cure gre — 3 17, 220 3 17, 220 3 17, 220 
Warrant officer awe 4 abel 10 67, 750 12 79, 440 ll 72, 820 
Enlisted personnel_.................-....- 143 549, 906 135 | 514,350 128 | 487,680 
| 
ds lcébtsecien ade hehe aa 585 (5, 249, 600 561 |5, 016, 500 542 | 4,875, 000 

















Note.—Amounts required for the pay and allowances of military personnel assigned for duty with the 
Office of the Secretary of Defense are provided in the appropriations of the military departments. 


Mr. Manon. Will you proceed, Mr. Loftis. 


GENERAL STATEMENT 


Mr. Lorris. Mr. Chairman and members of the committee, the ap- 
propriation requested for the civilian salaries and other necessary 
expenses for the Office of the Secretary of Defense for fiscal year 1959 
is $15.9 millions, or the same as the amount appropriated ‘for these 
purposes this year. The estimate before you is tened on the present 
organization and functions in the Office of the Secretary and the re- 
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duced personnel levels established last spring for these functions by 
Secretary Wilson. 

Of the total funds requested, $5.3 million has been included for the 
staff advice and assistance required by the Secretary of Defense in 
the fields of research and engineering, weapons evaluation and test- 
ing, guided missiles research and development, and atomic energy 
matters. This is an increase of $600,000 over the amounts provided 
for these purposes from this appropriation this year and reflects the 
added emphasis the Department is placing on new weapons research 
and development. 


WEAPONS SYSTEMS EVALUATION 


Most of this increase is needed in support of weapons systems evalu- 
ation and testing to provide data on which decisions can be made 
concerning continued development, production and phasing-in for 
opel rational use. Substantial sums of money are involved in these 
decisions and it is important that the Joint Chiefs of Staff and the 
Secretary of Defense have available for their consideration the best 
information obtainable. 

To this end, the Secretary of Defense approved this year the trans- 
fer of $1 million from the emergency fund so that the Weapons Sys- 
tems Evaluation Group could engage in several important tests and 
evaluations conducted under field conditions that would provide 
urgently needed answers as to the effectiveness of certain radar and 
missile defense systems. Vice Admiral Sides is here with me and will 
discuss this program in more detail when I have concluded. 


SUPPORT OF STAFF ACTIVITIES 


The balance of the estimate, or $10.6 million, includes the estimated 
support needed for the other staff activities of the Secretary of De- 
fense—for the planning functions of the Joint Chiefs of Staff—the 
policy and planning activities in the fields of manpower, personnel, 
and reserve—the Comptroller functions—the requirements, procure- 
ment, and production, supply systems, and transportation, and com- 
munications activities of the Assistant Secretary of Defense (Supply 
and Logistics) —the construction, housing, and real property manage- 
ment functions of the Assistant Secret: ary of Defense (Properties and 
Installations) —(Health and Medical Affairs)—(International Se- 
curity Affairs) etc. The amount included for these purposes is ap- 
proximately $300,000 less than the amount provided this year. 

The estimate of $15.9 millions for the fiscal year 1959 reflects a re- 
duction of approximately $320,000 in personal services and other ex- 
penses resulting from personnel reductions this past year—an increase 
of $120,000 for transportation provided on MATS aircraft. which 
heretofore has been included in appropriations made to the Air Force 
for this purpose—and an increase of $500,000 in the amounts provided 
from this appropriation for weapons systems evaluation. 





EFFECT OF REORGANIZATION 


The President’s proposals for reorganizing the Department of De- 
fense will have some impact on these estimates but it is believed that 
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the overall requirements for personnel now engaged in these functions 
should not change significantly. There are presently employed 1,240 
full-time civilians and 575 militar y, or a total of 1,815. 

We are now in the process of exploring what adjustments may be 
indicated as a result of proposals affecting related functions in the 
Departments of the Army, Navy, and Air,Force. The President’s 
message specified two areas, legislative liaison and public relations, 
where he believed some savings could be accomplished and a more 
effective total job done by consolidating this work under the Secretary 
of Defense. 

Similarly, the Joint Chiefs of Staff and other components of the 
Office of the Secretary of Defense such as the Comptroller's Office 
and the Office of the Assistant Secretary of Defense for Research and 
Engineering are reevaluating the adequacy of their organization and 
personnel requirements to carry out new functions and added respon- 
sibilities as outlined in the President’s message. It is believed that, 
to the extent the reevaluations now underway indicate a need for 
more ener these additions will, in most instances, be more than 
offset by reductions of personnel in the military departments. 

At the same time, efforts are continuing to find opportunities for 
improving the effectiveness and efficiency of all staff activities re- 
quired to assist the Secretary of Defense. While further across-the- 
board personnel reductions do not appear feasible, selective reduc- 
tions will be made whenever it can be shown that they are justified. 

No provision has been made in this estimate for any civilian pay 
increases which may be authorized nor for any major changes in the 
responsibilities and functions assigned to the Office of the Secretary 
of Defense which may be determined to be nec essary after the con- 
clusion of the reviews currently underway. It does provide for 
absorbing within the same total funds as were appropriated this year 
increased expenses of $500,000 for weapons evaluation and $15 20,000 
for transportation fur nished on MATS aircraft, or a total of $620,000, 
which did not have to be provided this year. 

With these considerations, it is believed that the estimate of $15.9 
millions is the minimum amount which should be provided to enable 
the Office of the Secretary of Defense to carry out its responsibilities 
during the coming fiscal year. 


WEAPONS SYSTEMS EVALUATION GROUP 


Mr. Srxes. Do you wish to give a classified statement now? 

Mr. Lortis. If the committee wishes, Admiral Sides will proceed. 

Mr. Sixes. Very well. 

Admiral Sirs. This is classified secret, sir. 

(Discussion off the record.) 

Mr. S1xes. Admiral Sides, why was this classified as secret? I see 
nothing in there that appears to justify such a classification. 

Admiral Sipes. Mostly bec nom of the rundown of the great number 
of projects we are working on. I do not cover them all even at that. 
Of course, I have not given any of the results in this statement. 

Mr. Sixes. That is right. You remember on yesterday the House 
passed a bill which tended to eliminate in part the practice of labeling 
of documents as secret when there does not appear to be a justific ation 
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for such classification. Actually you have not told us anything in 
this instance that I think would a of much comfort to an enemy. 
Are there any other statements that you wish to make, Mr. Loftis? 
Mr. Lorris. Not in this connection ; no, sir. 


TRANSFER FROM EMERGENCY FUND 


Mr. Srxes. Your statement, Mr. Loftis, shows the Secretary of 
Defense has approved transfer of $1 million from the emergency fund 
to this appropriation so that the Weapons Systems Evaluation Group 
can engage in several important tests and ev aluations. 

Now you are requesting an increase of $500,000 in this appropriation 
for the Weapons Systems Evaluation Group. 

Is that increase related to the $1 million transferred from the emer- 
gency fund during the current fiscal year? 

Mr. Lorris. The increase of $500,000 is the difference between the 
amounts initially provided fr om this appropriation without regard 
to the million dollars. It is related to the million dollars in terms of 
providing the Weapons Systems Evaluaton Group with better capa- 
bility next year to continue some of these projects. 


FISCAL YEAR 1957 AND 1958 APPROPRIATIONS TO WEAPONS SYSTEMS EVALUATION 
GROUP 


Mr. Stxes. How much does the present budget provide for the 
Weapons Systems Evaluation Group? 

Mr. Lortis. For 1958 there was $2,300,000 for the contract with 
IDA, $236,000 for the costs of the Federal side of the operation for 
civilian salaries and other necessary expenses, and if we include 
$303,680 for pay and allowances of military personnel assigned the 
total is $2,839,680. 

Mr. Stxes. How does that compare with fiscal 1957 and contem- 
plated fiscal 1959 ? 

Mr. Lorris. The amount for fiscal 1957 was $1,885,494, and we are 
asking for $3,349,570 in fiscal 1959. 


CIVILIAN EMPLOYEES 


Mr. Srxes. I would like to have the number of civilian employees 
for each of those 3 years. 

Mr. Lorris. We had = civilian and 33 military employees on the 
Government staff in 1957. For 1958 there are 18 civilian and 31 mili- 
tary personnel. For 1959 the figures are the same as for 1958. 


MILITARY PERSONNEL 


Mr. Srxes. May I have the number of military personnel assigned 
to the group for the 3 years? 

Mr. Lorrts. I believe I just read that along with the civilian, Mr. 
Sikes. I will repeat. For 1957 it is 33 military, for 1958 it is 31 and 
for 1959 it is 31. 
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ESTIMATED SAVINGS IN FISCAL YEAR 1958 


Mr. Srxes. You show an estimated savings for the current year 
1958 of some $300,000 and in your statement on page 2 you also indi- 
cate certain offices within the Office of the Secretary of Defense used 
approximately $300,000 less than the amount provided for this year. 
Is there any relationship between these two figures or is the $300,000 
reduction referred to in your statement related to the deduct items 
shown on page 5 of the justifications where you show a saving of 
$241,500 as being attributable to reduction in the average number of 
civilian personnel ? 

Mr. Lortis. Yes, sir, the statement on page 5 is an effort to reconcile 
the base from 1958 with the amount requested for 1959. At the time 
these pregency — prepared our projected obligations overall were 
$15,600,000 or $300,000 less than the funds Congress provided for 
these pur poses. "That was the estimated savings placed i in reserve and 
reported to the committee. 

That means that our obligations overall were estimated at $15,600,- 
000. To get from the estimated obligations this year to the $15.9 
million we expect to spend next year it includes two factors: Some 
savings and some increases. The savings are in the reductions in 
personnel which we have estimated at $941,500 and a reduction in 
other expenses for support of such personnel of $78,500. 

We plan to increase our expenses next year by $120,000 to pay for 
MATS transportation, and we are asking for an increase of $500,000 
for the WSEG operation. 


CHANGES IN NUMBER OF PERSONNEL 


Mr. Srxes. Will you explain for the committee the changes in the 
average number of civilian personnel and the average number of 
military personnel assigned to the respective offices within the Office 
of the Secretary of Defense between fiscal 1958 and projected fiscal 
1959 ? 

Mr. Lortis. In 1957 you will recall Secretary Wilson requested us 
to reduce the size of the Office of the Secretary of Defense in the ap- 
proximate order of 12 percent. We have, since the Ist of January 
1957, been scaling down most of the activities in the Office of the 
Secretary. It is ‘estimated that the av erage number of civilian em- 
ployees in fiscal year 1958 will be 1,300 on : this gradual phase down. 

The average number of assigned military personnel during this 
period was 561. In 1959 we estimated that the average personnel re- 
quired will be 1,246 civilians and 542 military, a total of 1,788. 

I might say as of the 31st of March our actual strength was 1,240 
civilian, 577 military, a total of 1,817. 

We still have some more adjustments to make which we are now 
reconsidering in terms of the reviews that are going on with respect 
to the new or rganizational proposals. 


TRAVEL INCREASE 


Mr. Srxes. Mr. Loftis, your request for travel is up $120,000 for 
fiscal 1959 over the amount estimated as being obligated for 1958. 








ee 
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That is the amount required for reimbursement to MATS as a 
result of Military Air Transport Service going under the industrial 
fund operation, I presume. Is that the explanation ? 

Mr. Lortis. Yes, sir. , 

Mr. Stxes. What I am disturbed about is this. The numbers and 
amount of money for civilian personnel are going down but the amount 
of money for travel is going up. 

Mr. Lorrts. Yes, sir, that is in the nature of a bookkeeping adjust- 
ment. It does not reflect an increase in the amount of travel. The 
estimate of $120,000 is based on the best statistical sampling we could 
take as to the amount of transportation that was furnished by MATS 
aircraft last year, but we did not charge this appropriation with that 
cost. We feel that setting that up under an industrial fund where we 
buy our transnortation from MATS just like we do from Pan- 
American or TWA will help us considerably to get hold of that part 
of the travel problem. It is a real sten forward. 

Mr. Srxes. Relatively it would still appear that the estimate for 
travel shows an increase in fiscal 1959. Is there actually an increase? 

Mr. Lortts. I believe the dollars included here are the same as for 
1958. The fact that there are not so many people to travel is per- 
hans what is behind your question. 

Mr. Stes. Yes. 

Mr. Lortis. Therefore, there would be more travel for the fewer 
peonle left. 

Mr. Srxes. Yes, it is felt there is more travel for those who are 
left. That is what I am getting at. 

Mr. Lortts. Yes. 

Mr. Strxes. What is the justification for that? 

Mr. Loris. The justification, in onr judgement, for more travel 
is to get the staff in the Secretary’s Office out into the field to see what 
is going on, to appraise and reevalnate the policies they are sending 
out, and to find out how those policies are being implemented and 
whether they are realistic to meet the problems in the field. There 
is no antomatic decrease of the amonnt of travel that would be per- 
formed by the kind of people that I am talking about even though 
there is a reduction of personnel. 

Mr. Srxes. You have shown yourself to be a good witness, Mr. 
Loftis. 

Mr. Norrell, do vou have questions? 

Mr. Norrety. No questions. 

Mr. Srxrs. Mr. Wigglesworth? 


FUND REQUIREMENTS, 1957-59 


Mr. Wieerrswortn. Mr. Loftis, you are asking $15.9 million, 
which is the same as you were given for the current fiscal vear but 
as I understand it you effected a saving of $300.000 aeainst the 
appropriation so that you expect to obligate about $300.000 more in 
fiscal 1959 than you estimate you will obligate in fiscal 1958. Is that 
correct ? 

Mr. Lortts. Yes, sir. That. of course, Mr. Wigglesworth, is with- 
out consideration of the million dollars additional that was trans- 
ferred into this appropriation from the emergency fund for the 
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special tests that Admiral Sides was talking about. If we take that 
into consideration, we have available $16.9 million of which we will 
obligate perhaps $16.7 million or so. 

Mr. WiceLeswortn. But whether or not you will receive anything 
further from the emergency fund in fiscal 1959 is of course prob- 
Jematical and something for subsequent decision. 

Mr. Lortts. Yes; if we knew about it now we would of course 
have included it in our request for this Congress. 

Mr. WiceteswortH. On page 11 and page 12 of the justifications 
you have a breakdown—I do not know what has gone into the record, 
Mr. Chairman, but it seems it would be well to include those two 
pages in the record. 

Mr. Srxes. That will be done. 

(The material requested follows :) 


Summary of OSD fund requirements 


| 
| 


| 
Actual, Per- | Estimate, | Per- | Estimate, | Per- 
| fiscal year | cent fiscal year cent fiscal year | cent 
1957 1958 1959 | 
as tee ‘ seca esa ccdaiinicichasle telat Rotella cxitchedss dicate ticdatiae dienes 
Civilian personnel oe .. |$10, 065, 981 | 75 |$10, 35 8, 000 66 |$10, 116, 500 64 
Travel. : ae inkl 701, 159 | 5 750, 000 5 | 870, 000 | 5 
Contractual services _ 1, 834, 022 | 13 | 2,961,100 | 19 3, 403, 100 | 22 
Other: | | } 
Transportation of things..._........- 4,353 | 5, 800 | 5, 800 | 
Communication services_.........-... | 276, 902 | | 274, 900 | 272, 500 
Rents and utility services.......... smi 4, 186 4, 600 | 4, 600 
Printing and reproduction...........- | 187, 923 | | 205, 600 196, 700 | 
Supplies and materials................ 170, 528 | 7 173, 200 | 10 172, 000 | 9 
Equipme nt od 209, 928 | 201, 300 184, 200 | 
Contribution to retirement fund_ E | 617, 000 | 626, 100 | 
Incentive awards__ eruess 29, 505 | 0, 000 40, 000 | 
Social security taxes ‘(PIOA)..... ...c; 6. 653 8, 500 8, 500 | 
a peneeemeeniedt ames tien ena juin nciemmthdinetnneslcinntiniieiaten 
Total ; ibs een 13, 491, 140 | 100 | 15, 600, 000 100 | 15, 900, 000 | 100 





ANALYSIS OF CHANGES IN FUND REQUIREMENTS BY OBJECT CLASS 
CIVILIAN PERSONNEL 
A decrease of $241,500 in fiscal year 1959 due to a reduction of 54 man-years 
in the average number of civilian personnel. 
TRAVEL 


An increase of $120,000 to reimburse MATS industrial fund for cost of 
transportation furnished personnel of the Office of the Secretary of Defense on 
MATS scheduled aircraft. 


CONTRACTUAL SERVICES 


An increase of $500,000 to expand the capabilities for scientific analysis, 
evaluation, and testing of weapons and weapons systems, and a reduction of 
$58,000 in other special contracts. 


ALL OTIIER EXPENSES 


A net saving of $20,500 in support costs due to reductions in civilian and 
military personnel. 


Mr. Wiceteswortn. Briefly, you indicate a decrease of $241,500 
reflecting a reduction of 54 man-years in the average number of 
civilian personnel, an increase of $120,000 to reimburse “MATS indus- 
trial fund for cost of transportation, an increase of $500,000 to expand 
the weapons-evaluation setup, and a net saving of $20,500 in all 
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other expenses. Is the $500,000 increase for the weapons evaluation ? 

Mr. Lorris. That is correct, sir. 

Mr. Wicciesworrn. You state on page 2 that $10.6 million of the 
overall total includes support needed for other staff activities of the 
Secretary of Defense such as Joint Chiefs of Staff, Comptroller, and 
2 other items. In previous years we have had those presented sepa- 
rately, have we not? 

Mr. Lortis. In terms of the money request, we have presented on 
occasion the breakdown for each one of them; yes, sir. We do have 
that breakdown in this justification in terms of the personnel, which 
represents the major portion of the cost of each activity. You will 
find that on page 7 of the justifications. 

Mr. Wiccteswortn. I am advised that this table has also been in- 
serted in the record. 


TOTAL PERSONNEL EMPLOYED 


It seems to indicate a total of 1,246 civilians compared with 1,300 in 
the current fiscal year and 542 military compared with 561 or total 
of 1,788 as compared with 1,861. 

Mr. Lortis. Yes, sir. 


Mr. Wiccteswortu. For all subdivisions of the Secretary’s Office. 
Mr. Lortis. Yes, sir. 


AREAS FOR POSSIBLE SAVINGS 


Mr. WiceteswortH. What about this? You say the President’s 
message specified two areas, legislative liaison and public relations, 


where he believes some savings could be accomplished and a more ef- 
fective total job done. 


Is that something for the future ? 

Mr. Lorris. Yes, sir. The President asked the Secretary to take a 
look at the number of people and amount of money being spent for 
liaison with the Congress across the board, in Army, Navy, Air Force, 
and Office of the Secretary to determine whether or not a consolida- 
tion could be made. 

Mr. Wiccteswortu. Am I correct that there is nothing in this 


budget to reflect any possible saving in the area of legislative liaison 
and public relations? 


Mr. Lortis. That is right. 

Mr. Wiccteswortn. There is nothing reflected for possible savings 
in the Comptroller’s Office or the Office of the Assistant Secretary of 
Defense for Research and Engineering in respect to which you say 
on page 3 of your statement that— 


It is believed that to the extent the reevaluations now underway indicate a need 
of more personnel these additions will be more than offset by reductions in per- 
sonnel in military departments. 








11 


There is no reduction in for that possibility ? 

Mr. Lortis. Nothing is reflected in the estimates that would an- 
ticipate the results of the reviews that are now underway. So far as 
the legislative liaison, public affairs, and perhaps in the Comptroller’s 
Office and research and engineering, it is possible that some additional 
personnel would be required in the Office of the Secretary of Defense. 

My statement as to offsetting reductions is that we believe to the 
extent that is necessary there will be less personnel in the Army, Navy, 
and Air Force performing these functions. 


y 


Mr. WiccLeswortu. Which should reflect some savings during the 
fiscal year 1959? 
Mr. Lortis. Yes, sir. 


RESULTS OF STUDIES BY WEAPONS SYSTEMS EVALUATION GROUP 


Mr. Wiceieswortu. I do not want to take the time to go into it 
in detail, but in the classified statement on the Weapons Systems 
Evaluation Group we are told in a number of instances of studies in 
process and studies completed but there is no indication of what the 
results of the studies have been. Off the record. 

(Discussion off the record. ) 

Mr. Sr«es. I will make the request that this committee be furnished 
copies of these reports for its own use and that we be advised on this 
item within a short time. Mr. Wigglesworth, will you proceed. 

Mr. WiceteswortH. We should have the reports for the confidential 
use of the committee. There are 9 or 10 of them. They all sound 
very interesting but there is no inkling given in your statement as to 
what has been accomplished. 

That is all, Mr. Chairman. 

Mr. Srxzs. Mr. Ford? 


TRANSFER FROM EMERGENCY FUND 


Mr. Forp. When was the transfer made from the emergency fund 

to your Office or to WSEG ? 
{r. Lorrts. I believe it was in February. Yes, February of this 

year. 

Mr. Forp. It was subsequent to the presentation of the justifica- 
tions? 

Mr. Lorris. Yes, sir. 

Mr. Forp. For that reason that transfer is not indicated in the 
printed justification ? 

Mr. Lorris. That is correct, sir. 

Mr. Forp. Would it be helpful if the sheets you insert include the 
up-to-date financial transactions so far as the record is concerned ? 

Mr. Lortis. If that is what the committee would like, we can cer- 
tainly adjust them to reflect the million dollar transfer. 
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(The material requested follows :) 


Revised estimate for-fiscal year 1958 to show increase of $1,100,000 for WSEG tests 
and evaluations 












Transfer from| Revised 
Object classification Budget reserve and fiscal year 
emergency 1958 
fund estimate 
61 Personal services_-_- $10, 358, 000 $10, 358, 000 
02 Travel. 750, 000 $65, 000 815, 000 
03 Transportation of things 5, 800 5, 800 
04 Communication services 274, 900 274, 900 
05 Rents and utility service 4, 600 4, 600 
06 Printing and reproductio 205, F00 205, 60% 
07 Other contractual services ? 961, 100 1, O3F, 196, 1 
08 Supplies and materials 173, 206 173, 2 
09 Equipment on) Ww it 
11 Grants, subsidies, and contribut 617, OU 617, 
13. Refunds, awards, and indemnitic 40, 000 { 
15 Taxes and assessments 8, 500 ~ 
Total obligations__- Cae 15, 600, 000 1, 100, 000 16, 700, 000 
1 Includes $1,000,000 transferred from “Emergency fund, Department of Defense,” on Feb. 14, 1958, and 
$100,000 from the $300,000 reser, ) Salaric nd exper 3s OSD.” 


Mr. Forp. That is all. 


POSSIBLE EFFECT OF REORGANIZATION 


Mr. Mitre. Mr. Loftis, this presentation, of course, is based on 
calculations made some time ago. Are you in position to say whether 
there would be any radical change from a monetary point of view if 
the recent recommendation of the President is implemented? Would 
that involve a radical budgetary change? 

Mr. Lortis. It does not appear to be as radical a change as some 
of the es 0 accounts that I have read indicate. If we take a 
look at the budget docume I that has come up here every year since 
there was a Department of Defense, the appropr iations are made to 
the Department of Defense. They are naturally subtitled so much 
for the Secretary’s Office and his functions, so much for the Army, 
Navy, Air Force, and various accounts they have. 

Perhaps the question turns around the amount of flexibility pe 
Secretary of Defense feels he needs to manage better the funds that 
are appropriated, which has been placed before the Congress. 

So far as the effect upon the operations of the Office of the Secretary 
of Defense, specific: ally, Mr. MeNeil’s Office of Comptroller, it would 
not mean a very radical change in the method of his operation. It 
need not nec essarily change the present relationship with the comp- 
trollers of the three milit: uy dep: urtments. 

Mr. Mixer. In other words, while there might be a change in re- 
sponsibilities and functions as you understand the proposals, if they 
were enacted into law, it would not make a drastic change } In the over 
all budgetary requirements for the Office of the Secretary 

Mr. Lortis. No, sir. We think that within the tot: "I staff now 
available for the functions being performed that there is no radical 
change contemplated under the proposals that cannot be worked out 
within our present framework. It is true that the proposals go to 
strengthening the authority of the present Assistant Secretary for Re 
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search and Engineering by making him a director of research and 
giving him more management and supervision over research and de- 
velopment programs. 

We do not believe that that increased authority and responsibility 
necessarily means that he needs a great many more people to do the 
job. Except for the specific proposals with respect to setting up an 
operations staff for the Joint Chiefs of Staff which would add 75 to 
150 people there, the consolidations proposed in the public affairs and 
legislative liaison area, which could transfer some people from Army, 
Navy, and Air Force now performing those functions into a central 
office with a more than offsetting reduction in the number of people 
now required in Army, Navy, and Air Force for those functions, we 
at this juncture do not see any significant change in the Office of the 
Secretary of Defense. 

We base that on the fact that there was no change in the assignment 
of functions and responsibilities now being performed. We still have 
the same number of jobs to do. 

You know, as this committee knows, for the past several years we 
have been reducing the personnel required to perform those functions. 

Secretary McElroy believes those reductions have gone about as far 
as they should go at this time, leaving the door open to identify, if 
we can, some soft spots, and as fast as we identify those we will effect 
further reductions in personnel. But there was no change in assign- 
ment of responsibilities and functions proposed in that reorganization 
proposal. 

Mr. Srxes. The committee will stand in recess until 2 o’clock. 

Mr. Manon. Mr. Miller. 

Mr. Mitter. Am I correct in summarizing your guesses with re- 
spect to what effect the reorganization plan rec -onmmended by the White 
House will have on this part of the budget, if it should become law, 
was that it would not make a very drastic change in the setup; that 
if uniformed and civilian personnel were taken over from the other 
services there would not necessarily be many of them, and if there 
were, there would be compensating reductions of personnel in the 

respective services, so from a money standpoint the proposal would 
not have any marked effect on our budget; is that correct ? 

Mr. Lorris. That is exactly right. When we were talking about 
personnel from other services we were referring specifically to the two 
recommendations that the President made with respect to legislative 
liaison personnel and public-relations personnel. If our studies show 
that it would be economical and more effective to consolidate those in 
one place, there would probably be a less total number than are now 
employed in those functions. 

Mr. Mituer. And if it added to the numbers in the Office of the Secre- 
tary of Defense it would reduce by an equivalent, or a greater amount, 
the number of places in the three departments ? 

Mr. Lortis. Yes; that is correct. 

Mr. Murer. I think you also said insofar as the top echelon in the 
oflice is concerned, though their duties and authority might be altered, 
it would not result in any substantial increase in personnel. 

Mr. Lorris. That is the way that we see it now. There would be 
no significant change, either up or down, in the numbers required in 
view of the proposals to reorganize the top structure. 


See es 
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NO FURTHER REDUCTIONS PROPOSED BY SECRETARY OF DEFENSE 


Mr. Miuurr. I believe you also said earlier in your testimony that 
Secretary McElroy felt that the overall program of reductions in the 
Office of the Department of Defense had gone about as far as it could 
go without losing efficiency. 

Mr. Loris. Yes. Rec apitulating that a moment, he feels that there 
is no justification now for a further percentage or across-the- board 
cuts. He does not close the door, however, to examination and review 

of specific functions, and if we can find opportunities to save some 
personnel we will certainly eliminate those. 

Mr. Mitier. You will make savings wherever you can, but as a 

major project you think you are about at the end of the rope? 

Mr. Lorrts. For the functions that are now assigned, and there is 
no significant change in the functions proposed by the President’s 
reorganization, we feel that we have about the right numbers now. 


PERSONNEL REDUCTION 


Mr. Mitier. You gave some figures in reply to some questions asked 
by Mr. Sikes about the anticipated number of persons, and also what 
they had been in previous years. I did not get it on a percentage basis. 
About how near the 12 percent that Secretary Wilson aimed at have 
you come at the present time ? 

Mr. Lorris. We are within the neighborhood of about 70 percent 
completed on the reduction program that started January 1, a year 
ago, and which was due to be completed by June 30 of this year. In 
other words, for civilian personnel under this appropriation, on March 
31 we had 1,240 full-time civilians and we had 577 military personnel 
assigned. or a total of 1,817. The objective was to get down to about 
1,214 civilians and 542 military. 

Mr. Miter. And that would have been 12 percent ? 

Mr. Lortis. Yes. 

Mr. Murer. DoI gather that you are about seven-tenths of the way 
to 12 percent ? 

Mr. Loris. I have not computed it. Isaid about 70 percent of our 
target. 

Mr. Mrruer. I gather that you think you cannot go much further; 
in other words, vou will not actually meet the target ? 

Mr. Lorris. We are taking a look at it now. IT think that we can 
meet the target in most areas and maybe do a little better in certain 
areas. There will be some places where perhaps we should not go 
that far. 

Mr. Mitier. You will approximate the 12 percent before you are 
through with the program ? 

Mr. Lortis. Yes. 

Mr. Mriuurr. And then you think you will level off somewhere neat 
the 10 or 12 percent ? 

Mr. Lortis. Yes. 


CONTINGENCIES, DEPARTMENT OF DEFENSE 


Program and financing 


1957 actual 1958 estimate | 1959 estimate 
Program hy activities: Emergency and extraordinary vented 

ses (total obligations) 2% $7, 972, 521 $30, 000, 000 $30, 000, 000 
Financing: Unobligated balance no longer available.. 24. 52 a. 


baie pte 32. 500,000 | 30,000,000 | 30, 000, 000 


Appropriation (new obligational authority) 
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Object classification 


. = 
1957 actual | 1958 estimate 1959 estimate 














Undistritvated. . 2. 22. 222 cece ce sence cc ccndesedccsssuccssoes $7, 972, 521 | $30, 000, 000 $30, 000, 000 


The Secretary of Defense authorizes the use of these funds when he deems 
appropriate and such expenditures are accounted for solely on his certificate 
that they are necessary for confidential military purposes. If the projects for 
which these funds are provided could be determined in advance, provision would 
be made for them in the regular appropriations of the military departments. 
Experience has shown, however, that conditions arise which cannot either be 
predicted or determined in advance. The use of these funds is very carefully 
scrutinized, and any projects that can be appropriately provided from the regu- 
lar appropriations are funded in the normal manner. 

No specific plans are made for the use of funds requested under this appro- 
priation. The appropriation is truly a reserve for contingencies and is used only 
for emergency type situations that come up unexpectedly during the year. Ex- 
perience has shown that, depending entirely on the emergencies which arise, as 
little as 20 to 25 percent and as high as 80 to 90 percent of the amount available 
in this appropriation has been used in past years. During fiscal year 1957 
only $7,972,521, or 24.5 percent of the $32,500,000 available, was obligated for 
conidential military purposes. Congress has been kept currently informed as to 
the status of these funds and this practice will continue. 


The estimate of $30 million for fiscal year 1959 is the same as the amount 
available this year. 


Mr. Manon. We will now go to a consideration of your request 
for contingencies. 

General mayors This year the requirement for contingencies is the 
same as last year; that is, $30 million. I would like to insert at this 
point in the rec oh page 5 of the justifications. This is an explana- 
tion of the estimate. Also, at this point I would like to insert in the 
record a statement. 

GENERAL STATEMENT 


The purpose of this appropriation is to provide the Secretary of 
Defense with funds necessary to meet emergency and extraordinary 
expenses arising from ¢ onditions involving the national secur ity. This 
is the type of appropriation for which there are no specific plans. It 
is, in fact, a reserve for contingencies. 

The Secretary of Defense authorizes the expenditure of these funds 
when he deems the circumstances are appropriate. Such expenditures 
may be accounted for solely on his certificate that they are essential 
for confidential military purposes. The use of these funds is very 
carefully studied before approval is granted to determine if such a 
requirement could appropriately be funded from regular accounts in 
anormal manner. If the details of the projects from which the funds 
may be used could be determined at this time, appropriate arrange- 
ments could possibly be made to provide for funding them in the 

regular appropriation accounts of the military departments. Ex- 
perience has shown, however, that such conditions arise which could 


25095-—58——_2 
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not be foreseen or determined in advance. The committee has been 
kept currently informed as to the status of these funds and this prac- 
tice will continue. 

A total of $30 million is requested for contingencies in fiscal year 
1959 or the same amount as appropriated this year. 


OBLIGATIONS AND EXPENDITURES 


General Moore. If there are any questions with respect to the ob- 
ligations and expe endit tures, Mr. Wylie will furnish the data. 

Mr. Manon. What is your obligational picture this year? 

Mr. Wyuie. This year, Mr. Mahon. $10.016,000. 

Mr. Wiceiesworrn. As of what date? 

Mr. Wyuie. As of today. 

Mr. Manon. Out of a total of what? 

Mr. Wyuie. $30 million. 

Mr. Manon. WwW e overappropriated last year probably ? ¢ 

Mr. Wrute. This is a contingency appropriation, sir. We do not 
plan on spending it. 

Mr. Manon. I understand. 

How much did you have unexpended for the fiscal years 1957 and 
1958? 

Mr. Wri. For the fiscal year 1957 we had an appropriation of 

500,000. -Of that amount we obligated $7,972,521 and $24,527,479 

sepeetin’ to the Treasury as of last June 30. 

Mr. Manon. What do you think may revert to the Treasury out 
of these funds this year ? 

Mr. Wyte. As of this date, sir, I would hesitate to say. 

Mr. Manon. You just cannot tell? Could you give us a statement 
generally as to what these funds are required for? 

Mr. Wyuie. Sir, this appropriation is for confidential purposes. 
I have the information here. It is classified, however, and I believe 
that it is planned that Mr. McNeil will speak to these matters when 
he appears here. 

General Moorr. If it is the desire of the committee we will give 
it to you right now. 

Mr. Manon. Give it to us off the record. 

(Discussion off the record. ) 
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EMERGENCY FUND 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 
Program by activities: Research and development contin- 
gencies (reserve for transtier) . ‘ Sala ; ; $38, 374, 200 $85, 000, 000 
Financing 
Unoblig i balance transferred to ‘‘Research and devel- 
opment Navy (70 Stat. 45¢ $13, 000, OOF 
I 0b! igated balance transferred from ‘*Construction of 
lips,’”’ Navy (70 Stat. 456 ose — 13, 000, OO 
U nobli 1 balance no longer availabk 11, 727, 972 
ew « tional authority ins 11, 727, 972 38, 374, 200 85, 000, 000 
Ne olig 
AY p pr $85, 000, (My ER5. oo $85, 000, OOO 
Tran 70 St 156 ar 71 Stat, 31 
R ‘ i Ar 22, 673, 528 ). 000 
I lopmer N 6 2 38, 8 
I pn \ 3. 968, 50K 
“Re e personn Nia 2? 2 OK 
M pe el, M I Cort} 13. 541. 00 
’ r ’Na 50, OOK 
i ions IV, U 
usted 11. 727. 972 S 2 QF MK 
Object classification 
1 7 i Is 1949 tT 
Undistribute 38, 374, 200 80, OOO, OK 


Mr. Manion. You may proceed with the emergency fund. 

General Moorr. The next item is the emergency fund. The reque: 
is for $85 million and $50 million to be transferred from other appro- 
priations in the event it is needed. 


I 
oa 


BUDGET REQUEST 


Mr. Manon. For the fiscal year 1959, which begins on July 1 of 
this year, you are requesting $85 million i in cash ? 

General Moore. $85 million is in the President’s budget of January. 

Mr. Manon. In the amended budget ? 

General Moore. In the amended budget there is requested $50 mil- 
lion in transfer authority in addition to the $85 million, the same as 
was requested in January. 


Mr. Manion. What does that make in total ? 
General Moore. $135 million. 


TRANSFER AUTHORITY 


Mr. Manon. I will ask you this: The President, in his budget mes- 
sage, asked for the transfer of about $2 billion ? 

General Moorr. Yes. That is in the bill as eaten 631. 

Mr. Manion. We will explore that probably with Mr. McElroy. 

General Moorr. Yes. 





i 
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PURPOSE OF APPROPRIATION 


Mr. Manon. What does the law provide with respect to how this 
emergency fund of the Secretary of Dalene can be used? What can 
he use it for, really ? 

General Moore. This fund can be used by the Secretary of Defense 
for transfer to the Army, the Navy, the hie Force, or OSD for re- 
search and development. 

‘ Mr. Manon. Is that the only purpose for which it can be trans- 
erred ? 

General Moore. Next year the item, if approved as submitted, will 
be available for research, development, test, and evaluation, and, when 
transferred, it will be merged with research and development appor- 
priations for the same thing. 

Mr. Manon. It would thereby become no-year money ? 

General Moore. It is to be transferred to research and development 
no-year appropriations. 

Mr. Manon. It is not no-year money unless transferred ? 

General Moore. The amounts if not transferred lapse. 


FLEXIBILITY IN TRANSFERS OF FUNDS 


Mr. Manon. I have been thinking about some technique which might 
be used to give the President a little bit more flexibility. I believe 
that if we wanted to give the President more flexibility, and if it could 
be demonstrated that he needed it, what would you think, on or off 
the record, General Moore, of providing the President with half a 
billion dollars, more or less, in an emergency fund which could be 
transferred to meet highly unusual problems arising in the field of 
research. development, test, and evaluation ? 

Would this language—if you are a student of parliamentary pro- 
cedure—be subject to a point of order ? 

General Moore. I think that it would not be subject to a point of 
order because you are appropriating for a specific purpose and, in my 
opinion, if the purpose is authorized it is within the privileges and 
prerogatives of this committee to appropriate the money to any agency 
within the scope of that authorization as the committée sees fit. In 
other words, the purposes here are authorized purposes. 

Mr. Manon. Yes. I wish that you would discuss this possible 

way of giving the President certain elasticity without doing some- 
thing which some might think would deprive Congress of its power 
of the purse. Will youcomment ? 

General Moorr. In my opinion, the Congress has shown great 
wisdom in adopting this appropriation. The merit of this appropria- 
tion is that it makes available for breakthroughs in any one of the 
three different appropriation fields when you do not know at the time 
you make the appropriation exactly where the breakthrough will 
come. That fact permits the committee to appropriate less money 
than it would if it were to assure that it had enough money in 3 
different places for 3 possible breakthroughs. 

The other safeguard in this is that you do not have to stop a worth- 
while proiect if all of the worthwhile projects that you have ap- 
propriated for are still of the same urgency they were when you 
considered them. 
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Mr. Manon. I do not think that you have to sell us on the necessity 
of the emergency fund. 

General Moore. No. This philosophy followed in this item might 
work very well, especially in the light of a change in concept and a 
change in peuuaatliny where there might be an additional require- 
ment in one field that could be met from a larger amount made avail- 
able to the Secretary of Defense in this same manner. Merely to add 
it to this one appropriation would restrict its end use to the purpose 
stated. 

Mr. Manon. You could change the language. 

General Moore. Yes; you could change the language. 

Mr. Manon. I do not want to see the Presidents proposal for re- 
organization misrepresented. I know there are people who would like 
to see reorganization defeated and discredited. I am not one of them. 
I hope within the framework of the President’s plans and Eg Pen 
we can work something out that will be mutually acceptable, I do not 
know enough about it just now to approve or disapprove at this stage. 
I think this ¢ ommittee would be interested in trying to work out ways 
and means to give the Department of Defense any flexibility that 
would be within the bounds of reason and commonsense. I frankly 
have sent word to the President that, in my opinion, a larger emer- 
gency fund would, in my judgment, be an area worth exploring. 

General Moore. I am positive this question of transfer authority, 
flexibility within the appropriations made for the various agencies, is 
receiving the most careful consideration. And I think this committee 
will be given the benefit of not only Mr. McNeil’s views, who has been 
working constantly with this problem, but also Mr. McElroy’s views 
when he comes. i think what I have just said is a matter which is 
generally agreed to and generally understood, not only by this com- 
mittee, but by all of us on the other side of the river. 

Mr. Manon. There are some people who take delight in saving that 
we have been asked for a blank check. I do not think the President 
or the Secretary of Defense, Mr. McElroy, or any other Secretary 
would ask Congress for just a blank check for defense. I have too 
much respect for these people, and I do not like to see their views 
misrepresented, I like for us to work with the people in the Depart- 
ment of Defense in achieving some sort of a meeting of the minds in 
order that sufficient flexibility can be given. I think if you will re- 
search this problem you will find that we have not suffered too much 
in the past by a lack of flexibility. I think there has been some 
exaggeration. 

Mr. FLoop. May I point this out to you, that the last sentence you 
stated is the truest thing said by you, the President, or anyone else. 
This question of flexibility has been introduced by our friends across 
the river in the Pentagon. We have never had any rigid feeling here 
against flexibility. But it is the Pentagon and ‘the Pr esident who 
have created the impression that there is no flexibility at all, and he 
must have some. 

Now, we have set up the emergency fund and we have had no trou- 
ble w ith the emergency fund. Now you have two problems. How big 
is the emergency ‘fund going to be in dollars as contrasted to what it 
has been, and second, and more important than that fact with which 
we have had no trouble at all, is the bad word “transferability.” 
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Now, here in this $135 million there is $50 million to be transferred. 
The quarrel between the Executive and the Congress is going to be on 
the issue of transferability. We have no quarrel on the emergency 
fund, as you were indicating. 

Mr. Manon. The emergenc y fund might be used as a vehicle to 
work this thing out, in my opinion. I wish that you would see to it, 
General Moore, that Secretary McElroy and Secretary McNeil do 
some research work before they appear before us, in order to demon- 
strate whether or not the Pentagon is now suffering from a lack of 
flexibility and transferability. 1 know you could say we could have 
avoided the 1958 sup plement: al in January if you had had complete 
flexibility, but we were in session at that time and we took care of 
the situation. We usually are in session. Congress should pass on 
major defense problems anyway. 

I would like to develop this further when we have the hearing on 
the $2 billion transferability problem. 

General Moore. Mr. Ch: airman, I will certainly bring this portion 
of the hearing today to the immediate attention of Secretary McNeil 
and Secretary McElroy. 

Mr. Manon. I am just hoping that the Pentagon can make sure 
that the White House and the Bureau of the Budget are given the 
true facts. I am of the opinion that the people of the Pent: agon have 
not been too much hobbled by a lack of transferability and flexibility. 
I am wondering if this business of flexibility is not more or less chan- 
neled out of the Bureau of the Budget rather than out of the Pen- 
tagon. 

Mr. WiceteswortHu. The major problem in the field of flexibility is 
one of degree ¢ 

Mr. Froop. In the emergency fund, Mr. Wigglesworth. 

Mr. Wiccieswortu. In the field of flexibility. 

Mr. Froop. If you talk about degree vis-a-vis transferability, then 
IT leave you. If you talk about emergency fund which they have had 
for years—and as Mr. Mahon has pointed out, they have had plenty 
of flexibility—then we can talk about that. 

Mr. WiccieswortH. In my opinion, the object is flexibility and the 
question is, How much flexibility do they need ? 

Mr. Froop. The object i is not flexibility, the object is how many dol- 
lars we will give them in an emergency fund. If you are talking about 
flexibility as ; between branches of the service and components thereof 
from an inexhaustible fund, or from an agreed fund, then you beg 
the question. That is a different question. 

Mr. Suepparp. I understand Mr. McNeil and Secretary McElroy 
are to appear before the committee sometime next week ? 

General Moore. Yes. 

Mr. Suerparp. I would like very much, with your permission, sir, 
to ask the general to advise Mr. McNeil that when he comes up here 
that I want him prepared to supply the following information : 

The total amount of the emergency fund for the ar 5 years. 

Mr. Minter. There are other emergency funds too. Could you make 
your question bring in all the so- called funds? 

Mr. Srepparp. I want the complete amount of money made avail- 
able by the Congress under the title of “Emergency funds” for the 
Office of the Secretary of Defense for the past 5 years. 
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I want the total amount of uvailable transferability within appro- 
priations, and I mean that literally, in all branches of the services, and 
T also want the total amount of funds that have been made available 
for transfer under the so-called reprograming procedures, so when 
that recapitulation is presented we can see how much the operations 
in the Office of the Secretary of Defense with respect to the military 
branches have been circumscribed by not having available transfer- 
ability. 

General Moore. All in totals for the last 5 years? 

Mr. Suepparp. Yes. In that way we can nail it down and see how 
much elasticity has been granted against the assumptive rigidity that 
has been referred to. 

(The information requested will be found on p. 256.) 

Mr. Foon. I agree with that. The question of flexibility has not 
been raised by this committee and the Congress. There has been 
plenty of flexibility. ‘Too much, maybe. 

Mr. Sueprarp. I want some basis to draw conclusions from when 
they comeup here. Thatis all. 

General Moore. Can I put into the record at this point page 4 of 
the justifications of this item ? 

Mr. Manon. Without objection that will be done. 

(The justification page referred to follows. ) 


JUSTIFICATION OF FUNDS REQUESTED 


The purpose of the emergency fund is to enable the Secretary of Defense to 
meet unforeseen research, development, test, and evaluation needs which are 
of such urgency that funding is deemed necessary before the next appropriation 
becomes available and which cannot be financed through reprograming of 
funds available to the military departments. These needs result from new 
and unanticipated requirements, unexpected breakthroughs, newly determined 
operational deficiencies, and, generally, in areas where a substantial advantage 
would be obtained by increasing effort, initiating work prior to the time succeed- 
ing year funds become available, or making special tests and evaluations. 

Funds provided for research, development, test, and evaluation in the military 
departments are related to specific programs and make no provision for unfore- 
seen adjustments for new requirements or to exploit sudden breakthroughs on 
current programs. New requirements can only be satisfied at the expense of 
existing projects, and it is not always possible to find projects which can pru- 
dently be eliminated or reduced without disrupting existing programs. The 
emergency fund has been employed in recent years in order to make possible 
the prompt exploitation of sudden technological breakthroughs while at the 
same time avoiding the disruption of the current research and development 
projects and to support special programs approved by the Secretary of Defense. 

As an alternative to providing each military department with a reserve fund, 
a single fund for the Office of the Secretary of Defense is used to meet these 
emergencies. Experience has shown that the single fund reduces the total 
amount required and still provides stability and elasticity to the overall re- 
search and development program. By providing the fund flexibility in a single 
place subject to the direct control of the Secretary of Defense, it is possible 
to provide greater flexibility than would be the case if the individual research 
and development appropriations of the military departments were increased by 
the same amount. 


GENERAL STATEMENT 


General Moore. This appropriation is essentially for research, de- 
velopment, test and evaluation. In the course of the continuing 
efforts of the Department of Defense to increase knowledge in science 
and to apply such knowledge to the development of improved weapons 
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and military equipment, it is not always possible to predict completely 
the exact course of the investigations undertaken. Many times work 
in progress will demonstrate areas of effort which warrant the allo- 
cation of resources in addition to, or earlier than, those previously 
planned. 

These situations can occur in any part of the research, development, 
test and evaluation program and at any time during the current year. 
Under current conditions, it is essential that the Department of De- 
fense have the flexibility to exploit new scientific and development 
opportunities. While we cannot predict precisely these unexpected 
needs, we can expect profitable opportunities to arise in such fields 
as ballistic missile development, antisubmarine warfare, defense 
against ballistic missiles, including detection and warning, satellites, 
other space programs, computer techniques, advanced scientific in- 
struments of a major nature, material and component development, 
etc., as well as in the important area of basic research. 

Because of the very nature of research and development, progress 
in individual projects cannot be forecast with any great degree of 
certainty. From time to time, an unexpected breakthrough is 
achieved or an entirely new and unanticipated requirement arises. 
These technological breakthroughs can be of tremendous importance 
and, in the interest of national defense, should be exploited promptly. 

The service research and development programs are reviewed and 
balanced each year in an effort to assure that the funds provided cover 
those projects considered to be of highest piority. New requirements 
can only be satisfied at the expense of existing projects, and it is not 
always possible to find projects which can prudently be eliminated 
or reduced without disrupting existing programs. 

The emergency fund has been employed in recent years in order to 
make possible the prompt exploitation of sudden technological 
breakthroughs, while at the same time avoiding the disruption of the 
current research and development proerams. It may also he neces- 
sary to provide for certain increased ARPA requirements. This fund 
is financed by direct appropriations to the Secretary of Defense and, 
in addition, since fiseal year 1956, there has been authority to trans- 
fer from other available Defense Department appropriations. It 
provides the Department of Defense with the needed flexibility to 
exploit promptly unexpected technological breakthroughs or to handle 
late developments, regardless of the military department in which 
they occur. By providing the fund flexibility in a single place, snb- 
ject to the direct control of the Secretary of Defense, it is possible 
to provide far greater flexibility than would be the case if the indi- 
vidual research and development appropriations of the military de- 
partments were increased by the same amount. 

The emergency fund has been used to initiate snch imnortant de- 
velopments as the distant early warning line, the VANGUARD pro- 
ject and a number of projects recommended by the Technological 
Capabilities Panel of the Scientific Advisory Committee (sometimes 
referred to as the Killian Committee). Tn the current fiscal year, as- 
sistance was given to the Army’s JUPTTER nrogram, the Navy’s 
POLARIS program and the Army EXPLORER program through 
the use of this fund. The emergency fund has also been used to 
accelerate effort in the important areas of basic and applied research. 
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For fiscal year 1959, the Department of Defense requests for this 
purpose $85 million plus the authority to transfer, for research, de- 
velopment, test and evaluation uses, up to $50 million from other ap- 
propriations available to the Department of Defense for obligation 
during fiscal year 1959. This is the same as the amount provided by 
the Congress for this purpose in the current fiscal year, exclusive of 
the additional $100 million transfer authority provided by the fiscal 
year 1958 supplemental appropriation. 


OBLIGATIONS 


Mr. WiaeteswortH. What are the obligation figures for 1957 and 
1958 against this fund ¢ 

Mr. Wyuir. For 1957, of the $85 million we transferred $73,272,000. 
For the fiscal year 1958, of the $85 million appropriation, the initial 
transfer authority of $50 million, and the transfer authority of $100 
million in the supplemental, making a total availablility of $235 mil- 
lion, we have transferred $124,096,000, leaving a balance of $110,- 
904,000. 

Mr. WiccteswortH. Did you not have the $50 million transfer- 
ability in 1957? 

Mr. Wyte. Yes, we did. 

Mr. Wiecieswortu. How much of that was utilized ? 

Mr. Wyte. $13 million of transfer authority. 

Mr. Wiceieswortnu. For 1957 the total would be $86,272,000 and 
for 1958, as of today, $124,096,000 ? 

Mr. Wy.re. That is correct. 

Mr. WiceLesworto. How much of this carries over ‘into 1959? 
You have $235 million counting the supplemental in 1958. 

Mr. Wyuie. The balance on the books at the end of the fiscal year 
reverts automatically to the Treasury. 


FISCAL YEAR 1959 REQUEST 


Mr. Wicertesworrn. All you are asking for in 1959 is $135 million ? 

Mr. Wyte. We are asking for $135 million; $85 million in cash 
and the balance in transfer authority. 

Mr. Wiceteswortu. The $100 million in the supplemental for 1958 
was transfer authority ? 

Mr. Wyuie. That is correct. 

Mr. Wiacieswortu. So that carries over? 

Mr. Wyte. It lapses if not transferred by June 30, 1958. 

Mr. Wiceteswortu. In 1959 you have the $85 million and the $50 
million. A further request by way of amendment may be submit- 
ted subsequently. 

Mr. Wyte. Yes. 

Mr. Fioop. You make the point, and I am advised, that the budget 
request for cash for the emergency fund is only $85 million, but there 
is $50 million of the $135 million which is a request for transfer- 
ability. Only $85 million is cash. This is where they are getting 
their nose under the tent. There is $50 million of the $135 million 
that is a request for transferability. 

Mr. Wiceieswortu. I understand. 


a 


Se 








24 


Mr. Fioop. You can see what is happening to that whole fund. 
Mr. wv IGGLESWORTH. With the additional $100 million allowed, you 


have $235 million available in a 18 and will have $135 million in 1959. 
Mr. W yLin. That is correct. 


FUNDS AVAILABLE FOR EXPENDITURE FOR SELECTED APPROPRIATION ITEMS 


Mr. Manon. In connection with transferability, General, I would 
like for you to place in the record at this point about 12 of the largest 
appropriations and the total amount of the unexpended carryovers— 
and I am not talking about the unobligated—plus the new funds in 
the fiscal year 1959 budget which would be available for expenditure 
or obligation in fiscal year 1959. I want you to take, for example, 
the largest item in the whole budget, “Aircraft and related procure- 
ment,” for the Air Force which I believe is proposed to be changed to 
“Aircraft and missile procurement,” and show that the total avail- 
ability, if we provide the budget figures for the fiscal year 1959, 
will be something in excess of $17 billion. 

General Moore. Yes. 

(The following tabulation was submitted :) 


Amounts available for expenditure for 12 selected appropriations, 
by appropriation title 


{Thousands of dollars} 


Estimated New obliga- | Total avail 





unexpended tional able for ex- 
balance authority penditure 
earried into | availability fiscal year 
fiscal year for fiseal | 1959 
1959 year 1959 
| 
DEPARTMENT OF THE ARMY 
Operation and maintenance $872, 550 $3, 040, 000 $3, 912, 5 
Procurement of equipment and missiles 2, 202, 633 1, 623, 100 3, 8 
Research and development mei sad i 309, 083 4198, 700 807, 78: 
Military construction____-- z Sal 451, 634 340, 900 792, 534 


DEPARTMENT OF THE NAVY 


Marine Corps procurement cs 554, 728 30, 000 | 584, 728 
Aircraft and related procurement 4, 365, 113 2, 092, 595 6, 457, 708 
Shipbuilding and conversion 3, 795, 682 1, 587, 800 | 5, 383, 482 
DEPARTMENT OF THE AIR FORCE 
Aircraft and missile procurement ; 1 10, 075, 026 6, 407, 200 16, 482, 226 
Aircraft and missile support i ; ki | 1, 904, 059 2, 195, 700 4, 099, 759 
Operation and maintenance ame 5 | 884, 763 | 4, 100, 000 | 4, 984, 763 
Research and development ann a EAT a oe | 448, 541 | 728, 000 | 1, 176, 541 
Military construction__. a pt delinti toca eee aM 1, 732, 856 991, 900 2, 724, 756 


FLEXIBILITY WITHIN APPROPRIATION ITEMS 


Mr. Manon. I want the record to show clearly something which 
[ am afraid some people do not understand. There is ¢ omplete flexi- 
bility within this appropriation category in the amount of the $17 bil- 
lion. Do you agree? 

General Moorr. Yes, absolutely. 

Mr. Manon. I want you to take other appropriations in the other 
services and within the Air Force, in order to show what the picture 
is. I believe that there are a lot of people who do not understand 
that at the present time there is a various amount of flexibility in the 
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defense budget by reason of the performance type budget that we 
are using. There are only nine pockets in the Air Force. There are 
about the same number of pockets in the Army. There are more in 
the Navy. so there is a various amount of flexibility. 


LANGUAGE CHANGES 
COMPENSATION Rate FoR CONSULTANTS 
WITNESSES 


J. P. GOODE, DEPUTY ASSISTANT SECRETARY OF THE AIR FORCE 
FOR MANPOWER, PERSONNEL, AND ORGANIZATION 

F. VAN DOMELEN, CHIEF OF STANDARDS DIVISION, OFFICE OF THE 
DIRECTOR OF CIVILIAN PERSONNEL, HEADQUARTERS, USAF 


General Moore. Mr. Chairman, we have Mr. James P. Goode of the 
Air Force, who has come in Mr. Smith’s place because Mr. Smith is 
out of town. 

There is a request that the authorization for the payment of con- 
sultants be increased from $50 to $75, and,the Air Force has been 
assigned the responsibility of presenting the reasons for that change 
to the committee. 

GENERAL STATEMENT 


Mr. Goopr. Mr. Chairman and members of the committee, section 
601 of the current Department of Defense Appropriation Act author- 
izes the military departments and the Office, Secretary of Defense, 
to employ experts and consultants at a rate not to exceed $50 a day. 
On behalf of the Department of Defense, I am here to request that 
the maximum be raised to $75 per day. 

Experts and consultants employed by the Department of Defense 
furnish advice and assistance not available within the resources of the 
Department or from any other source. 

Examples of present Department of Defense consultants are: Dr. 
Lee A. DuBridge, president of California Institute of Technology, 
who serves as technical adviser to the Assistant Secretary of Defense 
(Research and Engineering) on all military research and development 
programs; Dr. John A. Hannah, president, Michigan State College, 
and a former Assistant Secretary of Defense (Manpower and Per- 
sonnel) who serves as an adviser to the Secretary of Defense and as 
Chairman of the United States Section of the Permanent Joint Board 
on Defense of Canada and the United States; Dr. Herman Pearse, 
professor of surgery at. the University of Rochester Medical School 
who advises the “Army (Juartermaster General on developing protec- 
tive material against thermal radiation; Dr. Theodore Von Karman, 
internationally known scientist, who serves as Chairman to the Ad- 
visory Group on Aeronautics (Research and Development), NATO, 
and also is chairman emeritus of the Air Force’s Scientific Advisory 
Board; and Dr. Frederick Seitz, head of the department of physics, 
Carnegie Institute of Technology, and 1 of the 10 top physicists in 
the country, who serves as consultant to the Assistant Chief for Naval 
Research in the fields of physics and nuclear physics. From these few 
examples, I believe the importance of the work involved as well as the 
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level at which consultants and experts serve in the Department of 
Defense is evident. 

In 1947, when the Department of Defense was first authorized the 
$50 rate, it represented a premium rate—that is, a rate distinctly above 
any rates paid to other salaried employees. This represented recog- 
nition of the value of these people to the Department through pay 
and its commensurate prestige factor. The chart indicates graphically 
what has happened to the relationship of compensation for experts 
and consultants to other salaries. Today, our top scientists (Public 
Law 313’s) receive a daily rate 114 times that of our top consultants. 
Our top managerial people (GS-18’s) receive 114 times as much as 
they do. And, if H. R. 9999 as reported by the House Post Office and 
Civil Service Committee is enacted into law, the $50 rate will be 
slightly less than the starting salary of a GS-15. 

The proposed maximum rate of $75 would restore to our top consult- 
ants the recognition and the salary relationship they deserve. The 
$75 rate is equivalent to a yearly salary of $19,500; $500 more than the 
maximum salary for our top scientists and engineers and $500 less 
than the salary for an Assistant Secretary of a military department. 
The main purpose for the request to increase the rate is to compensate 
these people through pay and its element of prestige on the basis of the 
value of their services with due recognition to the rate the Federal 
Government can pay. The maximum rate requested will enable the 
Department of Defense to restore the compensation relationship which 
once existed. It will also enable the Department to obtain services of 
persons who presently decline or who will work only for shorter 
periods than needed. (I have several examples from the military de- 
partments which support this statement and will insert them in the 
record if the committee approves.) 

(The information referred to is as follows :) 


Cases OF INDIVIpUALS WHO Have Dectinep To Serve as Experts AND 
CONSULTANTS OR To SERVE AS FREQUENTLY AS NEEDED BECAUSE OF MONETARY 
REASONS 


Following are some examples where individuals have declined to serve as 
experts and consultants in the Department of Defense, or who have been unable 
to afford to serve as often as needed because of the low per diem rate authorized 
for the services of those individuals: 

(1) The Army Quartermaster Corps was interested in obtaining the services of 
an eminent authority in polymer chemistry. He is a full professor of physical 
chemistry at a nationally recognized technological institute. When he was con- 
tacted he indicated that he could not spare the time from his work. It has been 
learned that he does consultant work for E. I. du Pont de Nemours, Inc., at 
$115 a day. 

(2) The Bechtel Construction Co., also contacted by the Army Quartermaster 
Corps, refused to furnish a consultant in connection with construction of the 
Donges-Metz pipeline, France, because of the low rate of pay. 

(3) The Corrosion Engineering Service, Dallas, Tex., was asked by Army to 
furnish a corrosion engineer to serve as consultant on the Haines-Fairbanks 
pipeline, Alaska. Mr. C. I. Sims of that company replied that he could not 
recommend anyone who was qualified for that job who would accept it at 
$50 per day. 

(4) An attempt by Headquarters Command, Air Force, to engage a consultant 
failed because of monetary limitations. The individual decline to serve since 
private industry pays him $175 a day. 

(5) Wright Air Development Center feels that many consultants have declined 
to work because of insufficient compensation. They feel, however, that con- 
sultants are reluctant to admit this as a reason. 
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(6) At the Air Force Missile Development Center individuals have been con- 
sidered who possess outstanding knowledge in their fields and who could probably 
contribute greatly toward accomplishment of special projects. They have not 
been contacted, however, due to known information that they would not accept 
the limited compensation. ; 

(7) The Air Force Special Weapons Center has experienced instances where 
individuals have declined to serve for monetary reasons. Even the present 
consultants are often reluctant to serve since private industry pays $125 to 
$250 per day. 

(8) In the Air Training Command several consultants have commented that 
they consider their services to be philanthropic since the rate paid by the Air 
Foree does not compensate for time lost from their personal practice. 

Army has also reported the following cases: 

(9) One consultant refused to work from 1951 to 1958 because his tax demands 
were such that the $50 per day meant almost no increase in net income. 

(10) One stated he could not afford to accept additional work at a “losing” fee. 

(11) One worked without compensation other than expenses, on the basis 
that the added income was less than the expense of collecting. 

(12) One has repeatedly refused to accept on the basis that he could not 
afford to. 

(13) One finds working under terms of investigational contracts so demanding 
and profitable that since 1954 he has accepted no new personal services 
arrangements. 

Typical of the difficulties the Department of Defense is experiencing in se- 
curing the services of experts and consultants at the present $50 rate is the 
situation reflected in the following statement made by the Army chief chemical 
officer. This statement sums up the difficulties which have been cited in specific 
instances in the paragraphs above: 

“It is most difficult to establish that men of the stature of the consultants 
in the Chemical Corps have declined to serve or requested to be relieved of 
consuitant assignments because of monetary reasons. It is known, however, 
that the majority of the 15 or 16 who have asked to be released from assignments 
or to be relieved of the necessity to serve on lengthy assignments, were in positions 
earning between $15,000 and $50,000 per year. We are also aware that some 
of them are retained by industry on a retainer basis, and frequently are paid 
at a rate of $100 to $150 per diem for their consultation. Although we cannot 
cite names and instances of indviduals who have stated that monetary reasons 
are the prime reason for wishing to discontinue or reduce their association with 
the Chemical Corps, we can fairly assume that this is one of the reasons that 
some of the leading authorities cannot be utilized as extensively as desired.” 

The Navy and Office, Secretary of Defense, did not cite specific cases but 
indicated they encountered the kinds of difficulties cited above. 

Mr. Goopr. It is recognized that the $75 rate will not match the 
rates paid by industry which frequently exceed $150 a day; neither 
will it enable the Department to employ all of the people it needs when 
it needs them. However, it will permit adequate recognition of the 
high value of services rendered and it will eliminate the hat-in-hand 
approach that the $50 rate presently causes our people to take in con- 
tacting advisory personnel. 

The Congress has recognized the need for rates higher than $50; 
several agencies have no maximum rate prescribed—these include 
the Internal Revenue Service and the Department of Medicine and 
Surgery of the Veteran’s Administration; 10, including the Army 
engineers, have a maximum rate of $100: and 4 have a $75 maximum 
rate. The latter group includes the Mutual Security Appropriation 
Act, which authority Defense can use in connection with the mutual 
security program only. 

_ If the maximum rate is approved, it will be used only in those 
instances where the value and importance of the services to be per- 
formed as well as the experience and attainment of the individual so 


warrant. Consultants and experts are paid only for the days they 
actually serve. 
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In conclusion, the $75 rate would— 

(1) Recognize through the prestige element of pay the value 
of the contributions these people make to Office, Secretary of 
Defense and to the military departments. 

(2) Reestablish a pay relationship in keeping with other Fed- 
eral salaries and the ability of the Government to pay. 

(3) Enable the Department of Defense to approach people 
with diginity and to obtain services when needed and for the 
lengths of time needed. 

I appreciate the opportunity to appear before this committee and 
will attempt to answer any questions that you may have. 


NUMBERS OF CONSULTANTS USED AND TIME SERVED 


Mr. Manon. During fiscal 1957, how many people. were utilized by 
the Department of Defense on one of these per diem consultant bases ¢ 

Mr. Goopr. A grand total of 3,970. 

Mr. Manon. During fiscal 1957? 

Mr. Goope. That is right. 

Mr. Manon. What is the estimate for fiscal 1958 of these consultants 
that we would use / 

Mr. Goopr. Approximately the same number. 

Mr. Manon. What is the estimate for the forthcoming fiscal year / 

Mr. Goopr. Approximately the same number, 3,970. If you are 
interested in the cost, the total aggregate cost last fiscal year amounted 
to $2,255,669.77. 

Mr. WiceLesworrH. When you said “last year,” did you mean 1957 
or 1958 ? 

Mr. Goopr. These are the 1957 figures. 

(Off the record. ) 

Mr. Mitier. Do you have a breakdown as to how many days they 
averaged ? 

Mr. Goong. Yes, sir. I can supply that for the record if you wish. 


I have broken out by Army, Navy, Air Force, OSD, and the type of 
consultants: medical. scientific and e ngineering, and other consultants. 


Mr. Manon. Provide that information for the record. please 
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(The information requested follows :) 


Statistics and cost data, fiscal year 195? 


MEDICAL CONSULTANTS 


Averagt 
Activity Number days Present cost 
worked 
Army-_.- 1, 570 1.7 $290, 450. 00 
Navy 15 17.0 12, 324. 15 
Air Force 1, 044 12.0 626, 400. 00 
OosD 36 5.0 9, 400. 00 
Total. 2, 665 938, 574. 15 
SCIENTIFIC AND ENGINEERING CONSULTANTS 
Army... 284 $ $180, 290. 22 
Navy 104 55. O 165, 874. 80 
\ir Force 223 24. 0 251, 544. 00 
OSD...-- 147 9.6 67, 718. 5€ 
Total 758 665, 427. 58 
OTHER CONSULTANT 
Army 254 11.2 $124, 497. 50 
Navy 21 2 146, 597. 98 
Air Fores LON 32.0 164, 160. 00 
GSi.... a | 4.0 216, 412. 56 
Total 547 651, 668. 04 
Grand total, DOD s, 970 2, 255, 669. 77 
NOTE Average daily rate paid to consultants is $49.15 


Mr. Miniter. What its the longest number of days that any one per 
son was ever called on to serve in that capacity ? 

Mr. Goopr. I do not have the longest. I have the average days 
worked. The longest average days worked was 54. 

Mr. Miniter. In a calendar year or in a fiscal year ? 

Mr. Goopre. In a fiscal year, sir. 

Mr. Wiccieswortn. That means this request would involve a total 
increase of $1,100,000. 

Mr. Goopr. The total increase is estimated to be $847,867.70. 

(Additional information was provided as follows :) 


Estimated maximum additional cost, fiscal year 1959. for all consultants 


Activity : Coat 
Army $222. 670. 00 
Navy : 99, 102. 70 
Air Force . tS6, 095. 00 
OSD 


10, OOO. OO 


Total oe ; S47, 867. 70 


NOTE It is estimated that numbers of consultants for fiscal year 1959 will remain 
bout the same as for fiscal year 1957. 


Mr.Wice.teswortH. Why would it not be half as much again ? 
Mr. Goopr. It is going from $50 to $75. 

Mr. Wiectesworru. That is an increase of 50 percent. 

Mr. Marton. Mr. Van Domelen, what is your comment ? 
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Mr. Van DomeLeN. My comment is that $75 is the maximum. All 
of these people will not be paid the $75 rate. 

Mr. Manon. That is a very good answer. They also serve who only 
sit and wait. 


RELUCTANCE OF CONSULTANTS TO SERVE FOR PRESENT FEE 


We have been told that a lot of these people who serve as con- 
sultants are men of means and that a little $50 is inconsequential to 
them, and often they do not accept these stipends. What is the fact 
on that ? 

Mr. Gooner. That is correct. I will insert for the record some spe- 
cific examples which have been a There is a reluctance on 
the part of these individuals to serve. I do think we are faced with 
the psychological factor that most people will not generally concede 
that the pay factor is a basis for refusal for the possible aspersions 
that might be made upon their patriotism, and so forth. They will 
use other reasons for their unavailability. There is no question that 
to a certain degree the pay factor may be an influence in their decision. 


SERVICE WITHOUT COMPENSATION 


Mr. Manon. Do you know what percentage of the people who 
serve as consultants in any 1 year, like 1957, accepted no compensation 
at all? 

Mr. Van Dometen. Those who accept no compensation, sir, are 
in the w. o. c. category. They get only expenses. We are talking 
about the “when actually employed” consultants. 

Mr. Manon. Those who decline to take the money is what I am 
talking about. 

Mr. Van Dometen. We have no instance where the consultant has 
declined to take the money. 

Mr. Manon. You have no instance of that ? 

Mr. Van Dometen. No; we have no example of that. We do not 
know of anybody who has. We work under a decentralized personnel 
system, and it would be very hard to find out as to that. We have no 
example that we know of. 

Mr. Manon. How many of the without-compensation consultants 
are there? 

Mr. Van Dometen. We do not have a record of the without-com- 
pensation consultants with us here today. They are appointed under 
a different provision of law. 

Mr. Manon. Will you provide that for the record, Mr. Goode? 

Mr. Goong. Yes, Mr. Chairman. 

(The information requested follows :) 


Department of Defense consultants serving without compensation (w. o. c.’s 
= —_ 
Activity Reporting | Number 

date 
a — - - - ! _ — 
Office, Secretary of Defense. ¥ . | Mar. 10, 1958 | 285 
Army- =. | Apr. 17, 1958 40 
Navy...-. . do 45 
Air Force-.. ; ; : Feb. 28,1958 | 29 
Total 


Be a ccsbicheinsikante eis kdgaieeeinteeugdkg aatenaeucwiaiies bnninasiccediepese ‘ er i 379 











er 


2A5 


40 


31 


COMPARISON OF VARIOUS RATES 


Mr. Suerrarb. I note on the third page of your statement, in next 
to the last paragraph, you state the Army engineers have a maximum 
rate of $100, and so forth. Mr. Chairman, why do we allow $50 in 
one category but allow them to pay $100? In other words, if it is 
worth $100 in one instance, it is a $100 in the other. If it is worth 
$75 in one, it is worth $75 in the other. We find a difference within the 
military itself, apparently by arbitrary decision, not governed by law. 

Mr. Manon. I would like to explore this and have some comment 
from the witnesses. 

Mr. Goong. I think it is a very pertinent observation. That is one 
of the reasons we recommended that the Department of Defense not 
be discriminated against by having a $50 rate when other agencies 
had one in excess of that. 

Mr. Suepparp. I would like to have this resolved. I am a little new 
to this area, and I would like to have my mind cleared up to the degree 
you can do that, which is a difficult problem, I admit. 

Mr. Miuier. Will the gentleman yield ? 

Mr. Suepparb. I do not want to yield. I want the answer from that 
side of the table, and then we will take your question. 

You are not in a position of adjudicating how these funds are ex- 
pended by the military services. 

Mr. Goopr. As you will recall, this is the maximum rate which is 
used here. This maximum rate of $100, for example, which certain 
agencies have, may be used to the maximum degree or it may also be 
limited. I do not mean to ~E. that there is unlimited authority to 
employ people at $100 a day, because some of the agencies have some 
limitations on the gross amount that may be expended for that pur- 
pose, even using the maximum rate. 

Mr. Suepparp. In other words, the control is through the appro- 
priation application and not by the agency itself. 

Mr. Goopve. For example, in the “list of the agencies having $100 
maximum, one agency, the Bureau of Public Roads, Department of 
Commerce, is limited to expenditures of $10,000 for services in excess 
of $50 per day. There is some limitation upon the degree to which 
they can use the authority, in addition. 

Mr. Suerparp. I was approaching this, sir: Here is a situation in- 
volving a multiplicity of verbiage, legally speaking, where by exercise 
of prerogatives within the law and functions thereunder, me aning by 
that the manipulations of the fund—I do not mean “manipulation” 
unkindly, but I am just talking about the a certain 
group can be paid $100, but you people by hes same premise cannot 
pay $100. 

Mr. Goopr. We are limited by law to $50. 

Mr. Suerrarp. Then the obvious question is why we should have 
one branch: of the service, the Engineers, paying their people $100 and 
another branch limited to $75 or $50. 

Mr. Goope. I think that is a good question. 

Mr. Suerrarp. In other words, it goes back to your premise. You 
are asking for $75. Would you have me infer from the request that 
you are making here, a limitation of $75, that those you are employing 
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are not so essential and have not as much gray matter to contribute 
as those who advise the Army engineers? 

Mr. Gooner. We are asking for $75 since we presently have $50. Of 
course, if the committee in its wisdom and discretion wishes ‘to raise 
it to $100 maximum, you would get no objection on my part. Since 
we were disapproved last year in “this request, we felt you would not 
favorably consider an increase to $100 a day. 

In all logic, I agree with you that there should not be differences 
in agencies. Certainly, considering the magnitude and importance 
of the work of the Department of Defense, 1 do not feel it should be 
afforded any lesser priority than other agencies which are permitted 
higher rates. 

It is extremely difficult logically, in my opinion, to justify the ex- 
actitude to which you would pay any particular consultant, bearing 
in mind their income-tax brackets and the differential which some- 
times results. If they are in a very high bracket, certainly it would 
not be considered very persuasive to some of them. 

Mr. Suepparp. It is like employing a lawyer. If you get a good 
criminal lawyer you pay him his fee. If you get a good civil lawyer 
you must pay him his fee. The question is how many of these people 
we need and how many of them are a matter of convenience in order 
to obviate the responsibilities of those who are presently occupying 
offices. If we are to set any criteria at all, it would occur to me the best 
thing to do is to level it off on the basis of what all can be paid. 

Mr. Goope. I think in equity you must relate it back to what we 
showed you. 

Mr. Mrirer. Will the gentleman yield a minute. I think I can add 
something to this. 

Mr. Manon. I am convinced you can. 

Mr. Mitter. This problem was examined thoroughly last year. I 
think I can help the gentleman. We in this committee refused to go 
above $50. Just a week or two later Mr. Wigglesworth and I sat on 
the Mutual Security Committee, where the same problem was brought 
up, and it was pointed out that each of these organizations, like the 
Army engineers, and so on, were under a different law, and there were 
different limitations all the w ay around, 

I personally, and several of us—Mr. Ford and I particularly—felt 
that the people in this bracket were certainly entitled to as much as 
anybody else. The committee having taken the $50 action, we were a 
little loath to go along with $100 for the people who were working i in 
MDAP right next door. However, the committee in its wisdom raised 
the ante in that respect to $75, and it is now the law that those people 
get $75 if they work for ICA, whereas they get only $50 if they work 
for defense. 

The point I wanted to make was that I think it highly proper that 
we coordinate these per diems through the entire appropr iation struc- 
ture. One reason they do not ask for more than $75 is because that 
limitation is in effect in ICA. 

(Off the record. ) 

Mr. Manon. Thank you very much. 

Next, General Moore. 
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ScrRAP AND SALVAGE 
WITNESSES 


ROBERT MOOT, STAFF DIRECTOR, MATERIEL MANAGEMENT DIVI- 
SION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (SUP- 
PLY AND LOGISTICS), OSD 


MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT, ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


General Moore. Mr. Robert Moot, Staff Director, Materiel Man- 
agement Division, Office of the Assistant Secretary of Defense (Sup- 
ply and Logistics), is here to present the matter of section 611, Scrap 
and Salvage, the provision which we discussed at some length pre- 
viously. 

GENERAL STATEMENT 


Mr. Moor. Mr. Chairman, gentlemen, I am here today to testify on 
section 611 of the general provisions, fiscal year 1959 appropriations 
of the Department of Defense. 

Section 611 for fiscal year 1959, as in like provisions of previous years, 
provides a specific amount of funds to finance expenses of transporta- 
tion, demilitarization, and other preparation for sale or salvage of 
military supplies, equipment, and material. The funds provided under 
this provision are made available from the proceeds from the sale of 
scrap, salvage, or surplus materials. The purpose of this language has 
been to provide for the expeditious disposal of defense property no 
longer needed by the Federal Government. 

All of the military services are engaged currently in aggressive in- 
ventory-reduction programs. There has been and will continue to be 
a sharp increase in the volume of materiel being processed for disposal. 
In the 6 months’ period ending December 31, 1957, the dollar value 
of the backlog of materiel awaiting disposal in the Department of 
Defense has increased by $1 billion. The recent comprehensive staff 
study of this committee estimated that the annual volume of surplus 
disposal should approximate $6 billion for an indefinite period. This 
same staff report likewise stated that if such annual rate of disposal is 
not achieved, the additional cost of maintaining the ever-increasing 
nonusable property will become almost prohibitive. The Department 
of Defense agrees with the conclusions of the staff report. 

In considering the effect of these major inventory reduction pro- 
grams which are underway, the current language of section 611 in- 
cludes certain limitations which, in our opinion, will restrict the abil- 
ity of the Department of Defense in achieving the required rate of 
disposal. The primary limitations which are « ontained in the current 
language are: 

First; the Comptroller General has ruled that the funds provided 
under this provision are the only funds which may be used to finance 
the costs cited in the provision, which means that appropriated oper- 
ation and maintenance funds cannot be used to finance such costs of 
either the current or the expanding program. 

Second; the prospective magnitude of the program, including re- 
quirements to abandon potentially dangerous property and for the 
authorized donable property program, as well as requirements for 
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»yrocessing property for sale, is such that the proposed limitation of 
$49.0 million does not appear adequate and it is extremely difficult to 
forecast an amount which could be accurately determined as adequate. 

The gross proceeds from sale of scrap, salvage, or surplus materials 
has amounted to approximately four times the total of costs incurred 
under this general provision. It would appear to be to the interest 
of the Government to eliminate this restriction on costs and allow the 
disposal program to be financed on a requirements basis. To the 
extent that justified costs of the disposal program increase, it can be 
expected that proceeds from sale will normally increase in proportion. 
At the same time, the resulting decrease in defense inventories should 
be reflected in significant cost reductions in storage, inventory control, 
and accounting functions. Revised language should also provide for 
initial costs of the disposal program to be incurred under operation 
and maintenance appropriations which would eliminate the restriction 
imposed by the Comptroller General’s decision. Further, the priority 
importance of the disposal program could be assured—if the net pro- 
ceeds from sale, after reimbursement to operation and maintenance 
appropriations for costs incurred, were made available for approved 
procurement programs of the Department of Defense. Such procure- 
ment which was made from net disposal proceeds would, of course, be 
considered as an asset against approved requirements of the Depart- 
ment. 

The Department of Defense believes that improved legislation in 
this area can be of substantial benefit in reducing inventory invest- 
ment and supply system costs. We are drafting revised language for 
this purpose. 

Mr. Mitier. Have you the language here? 

Mr. Moor. Revised language for this purpose, Mr. Miller, has been 
drafted and is under discussion in the Department of Defense and 
the Bureau of the Budget. While no specific amendment to the bud- 
get has been approved for submission, discussions at staff level in the 
Bureau of the Budget indicate sympathetic understanding of the 
problem and substantial agreement on the objectives. 

I have with me the current draft of the language which I am sure 
the committee would like to see. 

Mr. Mitter. Would it involve amending only one section ? 

Mr. Moor. It would involve amending section 611 only, sir. 

(The proposed amendment referred to follows :) 

Sec. 611. [Not more than $41,000,000 of the amounts received during the 
current fiscal year by the Department of Defense as proceeds from the sale of 
scrap, salvage or surplus materials, shall be available during the current fiscal 
year for expenses of transportation, demilitarization, and other preparation for 
sale or salvage of military supplies, equipment, and materiel :] Appropriations 
of the Department of Defense, available for operation and maintenance, may be 
reimbursed during the current fiscal year for all expenses involved in the prepa- 
ration for disposal and disposal of military supplies, equipment and materiel 
from amounts received as proceeds from the sale of any such property: Pro- 
vided, That the balance of the proceeds may be deposited during the current 
fiscal year to appropriations which finance the purchase of the same general 
types of material except that when identification is impracticable deposits may be 
made in estimated proportion to the acquisition value of the material disposed of 
from each such appropriation: Provided further, That a report of receipts and 
Cdisbursements] credits to appropriations under this [limitation] section shall 
be made quarterly to the Committees on Appropriations of the Congress: Pro- 
vided further, That no funds available to agencies of the Department of Defense 
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shall be used for the operation, acquisition or construction of new facilities or 
equipment for new facilities in the continental limits of the United States for 
metal scrap baling or shearing or for melting or sweating aluminum scrap 
unless the Secretary of Defense or an Assistant Secretary of Defense designated 
by him determines, with respect to each facility involved, that the operation of 
such facility is in the national interest. 


Mr. SHepparp. May I ask a question, with your permission, Mr. 
Chairman ¢ 


Mr. Manon. Yes. 


FUNCTION OF GSA DISPOSAL PROGRAM 


Mr. Sueprarp. Where will the line of demarcation be drawn under 
the language of your present proposal as compared with the General 
Services Administration ¢ 

Mr. Moor. Mr. Sheppard, I do not think there is any problem in 
drawing a line of demarcation between GSA costs and the Department 
of Defense costs in this area. GSA, as a matter of fact, is not in- 
volved in the costs which are covered either by operation and mainte- 
nance appropriations or section 611. The Department of Defense 
within its own installations, in processing property for disposal, pays 
100 percent of the costs, one way or another, and it is not until property 
is actually turned over ‘to GSA that any GSA costs are incurred other 
than in administration and in the form of providing merchandising 
aids and helps in our disposal program. 

Mr. Suerparp. In other words, it does not reach their level of fune- 
tion until it is turned over by declaration as surplus by the military. 
That is when it goes to them, is it not ? 

Mr. Moor. After we have screened it completely in the military, 
then it is offered to GSA for circulation to other Federal agencies. 

Mr. Sueprarp. Do you lose possession of it at the point of offer? 

Mr. Moor. Yes, sir. When we move into the screening period 
through GSA, a call by GSA or an instruction from GSA to ship it 
an place means that we have lost control of that property. 

Mr. SuepparD. Because of the interrelationship which presently 
exists between GSA and the military, unless there is some pretty 
distinct regulatory concept, there obviously will be conflict of fune- 
tion which ag cannot avoid, under existing procedure, or can you? 

Mr. Moor. I do not think there is anything here, Mr. Sheppard, 
which would change the existing relationship ‘between the GSA and 
the Department of Defense. 

Mr. Suerrarp. In other words, you are satisfied that under the 
proposal which you are now presenting, which gives you this greater 


funding oper ration, there is no possibility of dual effort upon the part 
of the two: agencies ? 


Mr. Moor. I feel sure that is the case, sir. Through this business- 
like approach to the problem we are sure the effect will be an increased 
level of inventory reduction, a purging of our warehouses of material 
which has been there far too long. 

Mr. Suerrarp. That is a very ‘laudable thing to : accomplish. I grant 
you that. My only concern at the moment is whether or not, under 
the broad power of disposition which is now vested in GSA, there 
could be an overlapping of functions. I am inclined to think that 
potential is there. I admit that can be engineered out by common 
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agreement on lines of demarcation between your Department and 
GSA. But has GSA had a chance to discuss this or to offer any ob- 
jections or conclusions or agreement to avoid what I suggest ? 

Mr. Moor. We have informally discussed this with representatives 
of GSA. We have currently an agreement with GSA which is work- 
ing very well. We honestly do not see any complications under this 
proposal which would affect our existing agreement with GSA. 


REDUCTION OF INVENTORY 


Mr. Suepparp. I can only assume from the length of time you have 
expended to formulate the procedure that you have made quite a 
broad review. If that is true, what would be your idea of the percent- 
age reduction of your inventory by following this amendment to the 
act? What time element would be involved when you could say “We 
can clean out so many million dollars worth in so many months or 
years” # 

Mr. Moor. Can I take this one a little slow, please. 

Mr. Suepparp. Surely. We are at the sufferance of the chairman. 

Mr. Moor. We currently have $53 billion worth of normal spare 
parts, consumable supplies, everyday and military spare parts. In 
addition to our $53 billion worth of inventoy, we, of course, have 
capital combat equipment—ships, planes—which approximates an- 
other $50 billion. Our disposal program emanates from both sources. 
We believe that under the provisions of this proposal and the ability 
to let the program go on a requirements basis so we can actually get 
rid of this material without being restricted under the limitation, the 
following will happen: We believe that we will be disposing of be- 
tween $6 billion and $7 billion of material at acquisition cost for the 
next several years. 

That will come from both sources. One source will continue always 
to be there as we modernize our capital combat equipment and phase 
it out. We will also be looking at the effect on the $53 billion 
inventory that we have in store. 

In that $53 billion worth of inventory we have in store, we have 
approximately $17 billion which is in long supply. It is our intent 
to utilize within the Department of Defense the greatest amount of 
that $17 billion we can, because there we get 100 percent on the dollar 
in lieu of new procurement. 

To estimate at this time in terms of the $17 billion, it would look to 
us as though we ought to be able to utilize half of that long supply 
and perhaps dispose of the other half. 

That means that the other half would be approximately $9 billion, 
and if we are disposing from each pile of about $3 billion a year, we 
are talking about approximately a 3-year program. 

At the same time, I am sure you realize that there will be new 
generations from our current mobilization reserve, so we will have a 
never-ending program. We should havea significant reduction effect 
starting almost immediately, but being phased through its greatest 
impact over the next 3 years, I would estimate, sir. 
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COST OF MAINTAINING OBSOLETE MATERIAL 


Mr. Suerprarp. What, in your opinion, does it cost per annum to 
maintain that percentage in complete state of obsolescence as against 
generating new requirements? That is perhaps rather a difficult 
question. Have you any idea what the actual cost would be? 

Mr. Moor. I can set the framework without directly answering your 
question. It costs us annually for the whole supply system, which runs 
through general operating costs and maintenance of facilities, about 
10 cents on the dollar of inventory. That is a rough general yardstick. 

The question you are asking is how much of the 10 cents per dollar 
would we save by purchasing this inventory. It would not be a direct 
relationship because many of the facilities we need and must keep. 
Even though some of the warehouses are partially empty, we need to 
keep them in a readiness state. Our basic operating costs of main- 
taining stock control and issuing receipts facilities would still be there. 
I do not dare put my finger on how much of the 10 cents per dollar 
we would save. 

Mr. SuHepparp. I was not approaching it from that point of view, 
sir. You have a basic figure of X dollars in inventory. When you 
say you have so many billion dollars in inv entory, you are not talking 
about billions as assets. You are talking about the actual expendable 
dollars and the value set on your books to create that figure. 

Mr. Moor. That is right, sir. 

Mr. SuepparD. I am addressing my question to that figure and not 
anything else. 

Mr. Moor. I was attempting to relate the cost of our supply system 
to our total inventory. 

Mr. Suepparp. I see. 

Mr. Moor. The cost of our total supply system runs about 10 cents 
on the dollar of inventory. 

Mr. SHeprarp. Warehousing is like anything else. If you are op- 
erating a warehouse only on the premise of 20 percent of its capacity, 
you do not need 100 percent of personnel to handle it. 

Mr. Moor. That is right. 

Mr. Suepparp. That reduces the asset potentially speaking. There 
are other factors which go into it. The longer merchandise is on the 
shelf in status quo, it becomes an accumulating cost. That does not 
apply particuarly to the military. It applies to private operations as 
well. 

Mr. Moor. That is right, sir. 

Mr. Suerparp. I can understand the difficulty that you have in esti- 
mating the answer to the question I propounded to you. Neverthe- 
less, there is a percentage involved here. 

Mr. Moor. We would estimate there would be significant savings as 
we purge these inventories. 

Mr. Suepparp. Under the law of averages, you are entitled to 314 
percent out of 10 with the amount that you have here in dollars. 

Mr. Moor. If we are operating on borrowed money, Mr. Sheppard, 
we would save the interest alone on it, which would run from 3 to 4 
percent. 

Mr. Suepparp. That is all, Mr. Chairman. 











38 


ELIMINATION OF RESTRICTION ON COSTS 


Mr. Wicciesworrn. I am not clear on your statement. You pro- 
pose, as I understand it, three changes to this language. The first one 
is aimed at eliminating this restriction on costs and allowing the dis- 
posal program to be financed on a requirements basis. Eliminating 
what restrictions ? 

Mr. Moor. At the present time, in the 1959 budget, Mr. Wiggles- 
worth, section 611 says that not more than $49 million of the proceeds 
may be used. Our proposed rewording would say that expenses in- 
curred in disposing of property may be reimbursed from the proceeds. 
That eliminates the $49 million as a ceiling. 


PROVISION OF INITIAL COSTS 


Mr. WiccieswortH. Then you propose, secondly, to provide for 
initial costs of the disposal program to be incurred under the “Op- 
eration and maintenance” appropriation. That would simply be 
lifted out of the appropriation for operation and maintenance. 

Mr. Moor. The present section, Mr. Wigglesworth, says that ex- 
penses may be incurred from proceeds, which means that they are 
not flowing through the operation and maintenance appropriations, 
and we have had a ruling that operation and maintenance appropria- 
tions are not available for that. 

Our revised language is worded to allow operation and maintenance 
appropriations to be ‘reimbursed, so the initial cost would be in the 
operation and maintenance. 

Mr. Wicctesworru. In other words, you borrow from “Operation 
and maintenance” in the first instance, and then pay it back. 

Mr. Moor. Against anticipated reimbursements, sir. 


USE OF SURPLUS CASH GENERATED 


Mr. Wiccitesworru. In respect to the third proposal you say: 


Further, the priority importance of the disposal program could be assured if 
the net proceeds from sale, after reimbursement to “Operation and mainte- 
nance,” were made available for approved procurement programs of the De- 
partment of Defense. 

What does that mean? You say you are taking in about four times 
the total costs incurred. After you have taken care of whatever is 
available plus whatever you have borrowed from “Operation and 
Maintenance,” you have a surplus which you want to make avail- 
able for approved procurement programs of the Department of 
Defense. 

Mr. Moor. That is right, sir. 

Mr. WiceLeswortH. Why should that be done ? 

Mr. Moor. It would work like this, Mr. Wigglesworth: The ma- 
terial we are disposing of is coming, of course, out of either stores 
or capital combat equipment. We are proposing that, as we dispose of 
this property, the “Operation and maintenance” appropriations fi- 
nance the cost of it, but the owning appropriation is the procure- 
ment appropriation from which we are disposing. We are proposing 
that, in effect, these funds, over and above the expenses, be used for 
replacement. 
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Obviously, we shall not replace in kind or the exact piece of equip- 
ment, because one of our basic reasons for disposing is to modernize 
and to bring our stocks up to date. But to the extent that we use 
these proceeds as an asset against our approved procurement re- 
quirement, we have in effect created a businesslike incentive for the 
services to purge their inventories of material and equipment which 
are no longer economical to maintain. 

Mr. WiceLeswortH. From the point of view of this committee, does 
not this amount to a potential additional appropriation over and 
above what has been made available for the procurement program ? 

Mr. Moor. We do not think so, Mr. Wigglesworth, for this reason: 
We believe and we make the flat statement that any procurement 
effected under the residual proceeds will be treated as a full asset 
against the requirements of the Department. 

Mr. Wiceteswortu. I do not think I quite understand that. Spell 
that out a little. 

Mr. Moor. For example, if we have an approved procurement re- 
quirement for 100 pieces of equipment, and through disposing of old 
equipment and purging our equipment population we provide enough 
proceeds to purchase 5 new pieces of equipment, our request would be 
95 net rather than 100 gross. 

Mr. WiccieswortuH. In the succeeding year? 

Mr. Moor. In the succeeding year because of the time cycle in 
creating these proceeds. 

That is one of the most difficult things to predict, the time cycle of 
the availability of proceeds. 

Mr. Wiceteswortu. That is all, Mr. Chairman. 


PURPOSE OF PROPOSED LANGUAGE 


Mr. Suerrarp. There is one question I have. You set forth in this 
legal proposal, I thoroughly understand it, I am not completely averse 
to it other than the fact of what appears to be an added workload 
aspect. 

In order to clarify my mind, what you are really attempting to do 
here is to the degree possible make this disposition a self-supporting 
or self-sustaining situation. 

Mr. Moor. Yes, sir. 

Mr. Sueprarp. If you were given this money in a strictly revolving 
fund for expenditure purposes, would you not eliminate a lot of detail 
involved here that at the moment seems to me to be somewhat 
unnecessary ? 

Mr. Moor. I am not sure we would not be creating complications. 
This has been discussed. 

Mr. Lanman. It is the view of the comptroller people that, al- 
though the language would appear complex, it would be the simpler 
method from an accounting standpoint to provide that all of the 
proceeds would go into a suspense account. The operation and main- 
tenance accounts would bill the suspense account very much the same 
as they would under your suggestion about the revolving fund and be 
reimbursed only to the extent they incurred costs. 
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Mr. Suepparp (reading) : 


The balance of the proceeds may be deposited during the current fiscal year 
to appropriations which finance the purchase of the same general types of 
material except that when identification is— 
thus and so forth. 

You are going to walk into a rather discriminate procedure be- 
cause that means just what the language says; that you have to re- 
search that category in order to find out where the funds will be 
adaptable. 

My question is, Why saddle this operation with that kind of defini- 
tive question ? 

Mr. Lanman. Coming to that part of the proposal represented by 
the language of the first proviso of the suggested language—in this 
part what would be done would be, to the extent the record was clear 
with respect to the appropriation from which the property came— 
they do have such records in the case of some property—that money 
would go back to the appropriation from which the item was pro- 
cured. That is not too difficult in some cases. To the extent that 
that could not be done we would simply prorate—that is what that 
language would permit—prorate that amount of credits to appropri- 
ations against the total value of the scrap disposed of. This would 
not in any way change the existing practices with respect to credits 
to title IV, working capital funds. 

Mr. Sueprarp. Thank you. 


Tuourspay, Aprin 17, 1958. 
Srecrion 626—Brerry AMENDMENT 


WITNESSES 


PRENTICE N. DEAN, ASSOCIATE CHIEF OF FOREIGN ECONOMIC 
POLICY DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE (INTERNATIONAL SECURITY AFFAIRS) 

HARRY R. VAN CLEVE, OFFICE OF THE ASSISTANT GENERAL 
COUNSEL (LOGISTICS), DEPARTMENT OF DEFENSE 

MAURICE I. O’CONNOR, SPECIAL ASSISTANT FOR PROCUREMENT 
OPERATIONS, OFFICE OF THE QUARTERMASTER GENERAL, DE- 
PARTMENT OF THE ARMY 

MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT, ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


General Moorr. We have Mr. Prentice N. Dean, Associate Chief 
of Foreign Economie Policy Division, Office of the Assistant Secre- 
tary of Defense (International Security Affairs), to present the De- 
partment’s position and the administration’s position with respect 
to the deletion of section 626, the so-called Berry amendment. 

Mr. Dean. My name is Prentice N. Dean, Associate Chief of the 
Foreign Economic Policy Division on the staff of the Assistant Sec- 
retary of Defense for International Security Affairs. Mr. Sprague, 
the Assistant Secretary, is at present out of the country attending 
the NATO Defense Ministers’ conference and therefore unable to 
appear in person. 
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I am accompanied by Mr. Maurice O’Connor on my right, special 
assistant for procurement operations, Office of the Quartermaster 
General, Department of the Army, and on my left by Mr. Harry R. 
Van Cleve, Office of the Assistant General Counsel (logistics), De- 
partment of Defense. I have a brief prepared statement of which 
I think you have copies. 

Mr. Manon. Proceed. 


GENERAL STATEMENT 


Mr. Dean. The Department of Defense requests the elimination of 
section 626 from the Department of Defense Appropriation Act for 
the fiscal year ending June 30,1959. Section 626 of the Department of 


Defense Appropriation Act, 1958 (Public Law 85-117, 85th Cong.), 
reads as follows: 


No part of any appropriation contained in this Act shall be available 
for the procurement of any article of food, clothing, cotton, spun silk yarn for 
cartridge cloth, or wool (whether in the form of fiber or yarn or contained in 
fabrics, materials, or manufactured articles) not grown, reprocessed, reused, 
or produced in the United States or its possessions, except to the extent that 
the Secretary of the Department concerned shall determine that a satisfactory 
quality and sufficient quantity of any articles of food or clothing or any form 
of cotton, spun silk yarn for cartridge cloth, or wool grown, reprocessed, reused, 
or produced in the United States or its possessions cannot be procured as and 
when needed at United States market prices and except procurements outside 
the United States in support of combat operations, procurements by vessels in 
foreign waters and emergency procurements or procurements of perishable foods 
by establishments located outside the continental United States, except the 
Territories of Hawaii and Alaska, for the personnel attached thereto: Provided, 
That nothing herein shall preclude the procurement of foods manufactured or 
processed in the United States or its possessions: Provided further, That no funds 
herein appropriated shall be used for the payment of a price differential on 
contracts hereafter made for the purpose of relieving economic dislocations. 


A similar section has been included in previous Defense appropriations 


for a number of years, and has frequently been called the Berry amend- 
ment. 


ATTITUDE OF THE ADMINISTRATION 


On July 13, 1955, after signing H. R. 6042, the Defense Appropria- 
tion Act, 1956, the President sent a message to Congress (H. Doc. 218) 
raising constitutional questions with regard to section 638, but also 
commenting adversely on section 630 (the Berry amendment section in 
that act) as follows: 


One other rider added to the bill is most unfortunate. This rider—contained 
in section 680—virtually precludes the services from considering the purchase of 
foreign made spun silk yarn for cartridge cloth. 

This rider—attached to the bill without adequate opportunity for reasons 
against it to be presented—runs directly counter to the steps which have been 
taken by the administration in the field of Government procurement policy. 
No reason appears why foreign-made spun-silk yarn, or indeed any other articles 
or commodity of foreign origin, should be singled out for special exemption 
from the general provisions of the buy American legislation. By making it 
virtually impossible for our friends abroad to sell us goods when such goods 
are materially less expensive to our taxpayers than those that can be procured 
domestically, such provisions could effect a deadly attrition of our whole 
international trade policy and bring about impairment of our relations with 
other nations. 

It is my earnest hope that as soon as possible the Congress will repeal sec- 
tion 630 of the bill in its entirety. 
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The President in his message submitting the budget for fiscal year 
1959, repeated his request for the elimination of section 626, stating: 

In addition, I recommend that the Congress delete a rider which in past 
years has been attached to the Defense Appropriation Act and which virtually 
prohibits normal competitive bidding by other countries on many defense con- 
tracts. The rider is clearly inconsistent with policies designed to expand inter- 
national trade and makes our heavy defense costs even more burdensome. 


RELATIONSHIP TO OTHER RESTRICTIONS ON PROCUREMENT 


Department of Defense procurement of all items, for use within 
the United States, is subject to the Buy American Act just as is 
procurement for other agencies of the Government. If, following an 
invitation for bids, a prospective bidder wishes to offer foreign goods, 
he must import those goods and pay duty according to the tariff sched- 
ule in effect upon such goods. Then his bid is evaluated under the 
terms of the Buy American Act as implemented by Executive Order 
No. 10582, dated December 17, 1954, and Department of Defense Di- 
rective No. 4105.22, dated February 21, 1955, which direct that the 
award be made to the lowest acceptable bid offering domestic goods 
unless the price of the latter is more than 6 percent higher than that 
of the bid offering the similar acceptable foreign product. 

The elimination of section 626 would not change these preferences 
to domestic goods under the Buy American Act. 

But for the goods to which it applies—food, clothing, or products 
made from cotton, wool, or spun-silk yarn—section 626 restricts pro- 
curement much more severely than does the Buy American Act. 
(1) Under section 626, foreign goods of the types specified can be pro- 
cured only if domestic goods of satisfactory quality are not available 
in sufficient quantity as and when needed at United States market 
prices, regardless of whether or not such market prices exceed the 
price of the foreign article by more than 6 percent. (2) Goods of 
the types specified can be procured only if the end item and the com- 
ponents and subcomponents used in its manufacture meet the section 
626 requirements, whereas for the Buy American Act the end item 
is considered domestic if more than 50 percent by cost is domestic. 
(3) Section 626 applies to goods procured for use outside the United 
States, with certain exceptions for perishable foods, and so forth. 


THE EFFECTS ON PROCUREMENT AND ITS COST 


The procurement officers of the Department of Defense perform a 
complicated and important task. They must carry out the laws which 
govern public purchases and they must buy at the lowest cost to the 
Government consistent with those laws. For a number of years, when 
procuring food, clothing, or articles of the specified fibers, these pro- 
curement officers have met the requirements set up by section 626 or its 
predecessor sections in addition to meeting the requirements specified 
elsewhere. They have done this faithfully. There is little question, 
however, that it would be preferable if they did not have to administer 
this additional set of requirements when purchasing food or clothing 


but could be governed for all products by one set of statutory require- 
ments. 
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During the years that the Berry amendment has been in force, the 
implementing bid conditions have precluded the submission of bids on 
foreign products and therefore comparative prices on a specific pro- 
curement program are not available. The Office of the Quartermaster 
General, Department of the Army, procures the products in question 
for all three military departments. Bearing in mind the difficulty men- 
tioned above, it estimates that for fiscal year 1958, out of a total pro- 
gram of about $150 million for clothing and textiles, there would have 
been a purchase saving of about $30 million if section 626 had not been 
in force. Similarly, out of a total program of anos $700 million for 
food, about one- third of which was used oversea shone would have 
been a purchase saving of about $40 million. As sav ing of $70 million 
on a program of $850 million would be better than 8 percent. In 
addition to the saving on purchase costs, there would be an undeter- 
mined additional saving for products used overseas as a result of 
reduced transport costs, decrease in lead time of purchase, and de- 
creased stocks in the pipeline. 


OTHER EFFECTS 


Certain other politico-economic effects of elimination of section 626 
would be important to the Department of Defense. In these days 
when the United Staes has military units stationed in many parts of 
the world, it is to our advantage that the economies of the friendly 
nations thus cooperating with us be strengthened. If this can be 
accomplished and local good-will created as a byproduct, at the same 
time that the United States is procuring local products at a saving, 
this is certainly to be desired. 

Elimination of section 626 would further unify procurement prac- 
tice among the Government agencies since similar restrictions are not 
found in the appropriation acts of other Federal agencies. 


REQUEST FOR ELIMINATION 


In order to better carry out the general foreign trade policy of = 
United States, in order to meet the special request of the President, 1 
order to simplify the procurement policy and conserve the a 
funds, the Department of Defense favors the elimination of section 626 
from the Defense Appropriation Act of 1959. 


SAVING 


That completes the formal statement. I only wish to add that a 
saving of the order of $70 million in the accounts affected by section 
626 would redound to the benefit of our overall defense effort since 
the funds would be available and would be used for the purchase of 
military hardware. 

Mr. Mitirer. Do I understand that saving would be made without 
altering the Buy American Act ? 

Mr. Dean. Yes, sir. 

Mr. Mixer. In other words, the language in our bill is that much 


more severe that it would make $70 million or $80 million difference 
in. the cost ? 


Mr. Dran. Yes, sir. 
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Mr. Wiceieswortu. This is the provision we went into in great de- 
tail a year ago, is it not? 

Mr. Dean. I was not up here a year ago, but I think you have con- 
sidered it for a number of years. 

Mr. Wiecieswortu. It has been in the bill for 2 or 3 years. 

Mr. Dean. Longer than that. 

Mr. Wiaeieswortu. Do you know how long? 

Mr. O’Connor. I am pretty certain it has been in at least since 
fiscal 1951. It has had some minor changes since then. 

Mr. Miniter. What effect would this have as far as petroleum prod- 
ucts are concerned, offshore procurement ? 

Mr. Dean. This does not apply to petroleum products. 

Mr. Miter. It does not affect them ? 

Mr. Dean. No, sir. 

Mr. Mitter. Only textiles and food ? 

Mr. Dean. The wording of this section says, “No part of any ap- 
propriation contained in this act shall be available for the procure- 
ment of any article of food, clothing, cotton, spun-silk yarn for car- 


tridge cloth, or wool not grown, reprocessed, or reused in the United 
States.” 


Mr. Mixer. Limited to food and those textiles? 

Mr. Dean. Yes, sir. 

Mr. Manon. Do you have any further statement to make in regard 
to this provision ? 

Mr. Dean. No, sir; we have no further statement. 


EFFECT OF LAW 


Mr. Manon. You are able to live with this thing although you 
would prefer to have it out of the law. 

Mr. Dean. Yes, sir. The Department of Defense carries out the 
law and has consistently. 

Mr. Manon. Do you follow the spirit and letter of the pro- 
vision ? 

Mr. Dran. I would say we not only follow the letter but the spirit 
has been interpreted very strictly. 

Mr. Manon. Do you get any. requests or recommendations or pres- 
sures from various organizations with respect to beef and textiles and 
other commodities ? 

Mr. Dean. Not within my memory, sir. It has been so well known 
that the Department of Defense cannot buy these things that people 
that would otherwise be interested in selling such items do not try; 
they know what is in the law and that we have to carry out. the law. 

Mr. Manon. It has been some time actually since this committee 
has taken a real close look at this thing. 


Is there anything particularly different now from what the situation 
was a year or 2 or 3or4 or 5ago? 


PURCHASE OF FROZEN BEEF 


Mr. Dean. I have forgotten just what year the spun-silk yarn was 
added—lI understand it was 2 years ago. There have also been some 
interpretations of the act, including an interpretation by the Comp- 
troller, that frozen beef was not a perishable product and therefore 
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did not come under the exception so that all the beef purchased for 
troop issue overseas does come under the Berry amendment even 
though it would not come under the Buy American Act. 

Mr. Mitxer. Does that apply to all meat as well as beef, frozen 
poultry, et cetera ¢ 

Mr. O’Connor. The opinion of the Comptroller went specifically to 
beef which is the major item. We need a hundred million pounds per 
year roughly of fresh or chilled beef. ‘The last time we purchased 
any offshore beef for troop issue was in 1948. We bought a couple of 
shiploads. The market was distorted here at that time and we bought 
some Argentine beef for approximately 50 percent of the cost of do- 
mestic. ‘That is the last time. 

Mr. Wiaeteswortu. I notice the language says any article of food. 

Mr. O’Connor. Yes. 

Mr. Mitier. The ruling that frozen beef is not perishable—by 
analogy it would seem to follow the Comptroller would probably 
hold that any frozen meat, regardless of whether it was beef or what, 
was not within the exception; would that not follow ? 

Mr. O’Connor. I do not think the problem has really risen to my 
knowledge, sir, except in that major dollar category of beef, which is 
100 million pounds a year for offshore use. That is a substantial 
amount of beef. He did rule specifically, as I recall his opinion, that 
in the light of the legislative history—the Senate hearings I think 
they were—it was clearly the intention of the Congress that beef 
would come within the purview of this Barry amendment, section 
626, and therefore we could not buy offshore beef for offshore troop 
issue. 

Mr. Manon. Thank you very much, gentlemen, for this presenta- 
tion. You have made out a good case for a certain point of view. We 
will be glad to give the whole matter serious consideration when we 
begin actual consideration of the language provisions of the Depart- 
ment of Defense appropriation bill for 1959. 

Mr. Dean. Thank you, Mr. Chairman. 


ADDITIONAL LANGUAGE CHANGES 


General Moore. There are a few more language provisions which 
Mr. Lanman is prepared to discuss at this time if the committee 
desires. 

Mr. Manon. We have always found him most helpful when we come 
te wrestling with these language provisions. Will you proceed, sir. 


LIMITATIONS ON HOUSING CONSTRUCTION 


Mr. Lanman. The next change recommended was deletion of section 
606 appearing on 258 of the committee print. That section provides 
for dollar limitations on housing construction. 

It was considered that the committeee would probably desire to con- 
sider this language in connection with the construction of appropria- 
tion bill since the committee did, in fact, consider certain aspects of this 
dollar limitation in connection with the construction bill last year. 

Therefore, it is recommended that it be deleted from the general bill 
for consideration in connection with the construction bill. 
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PUBLIC INFORMATION LIMITATION 


There is a recommended change in the amount of the public infor- 
mation limitation appearing in section 620 on page 268. It is recom- 
mended that this limitation be increased for fiscal 1959 from $3 million 
last year to $2,170,000 for fiscal 1959. 

Mr. Wiccieswortu. Am I correct that $50,000 of that increase is 
in the Office of the Secretary of Defense and $120,000 in the field? 

Mr. Lanman. The increase in limitation requested is to cover 

70,000 in the public-affairs activities in the Office of the Secretary 
of Defense and $100,000 for the military departments. 

Mr. Wiccieswortn. I thought the request in the Secretary of De- 
fense’s Office of Public Affairs was for $450,000 as compared with 
$500.000. That would be an increase of $50,000. 

Mr. Lanman. I think there are some funds in the regular “Salaries 
and expense” appropriation of the Office of the Secretary of Defense 
of approximately $20,000 which are chargeable to this limitation. 
That would make the additional $70,000. 

Mr. Wiccieswortu. Why do you want that increase, $100,000 in- 
crease in the field ? 

Mr. Lanman. Those increased costs do not represent any increase 
in the public information program. They are costs which would 
include transportation payments to MATS, which is going on the 
industrial fund this year and will need to be reimbursed for trans- 
portation costs, and for contributions to the civil-service retirement 
fund. 

In other words, it would be the same level of program, the increase 
in limitations only accommodates charges which are fixed. 

Mr. Wicateswortn. The same personnel ? 

Mr. Lanman. To the best of my knowledge and belief; yes, sir. 

Mr. Wiccirswortn. Will you please put a breakdown in the record 
as to what the $100,000 increase represents ? 

Mr. Lanman. Yes, sir. 

(The information referred to follows :) 

That portion of the increase in the limitation of $100,000 requested for the 
military departments to maintain the same level of public information effort in 
fiscal year 1959 is attributable to (1) statutory within-grade promotions for 
civilian personnel, (2) reimbursement to MATS industrial fund for transporta- 
tion previously furnished without charge to the limitation, (3) the Government's 
contribution to the civil service retirement fund, (4) increased cost of radio, 
TV and photographic supplies and equipment and other support costs, and (5) 
increased costs of military pay and allowances for military personnel assigned. 

No provision has been made in the amount of the limitation requested for 


fiseal year 1959 for increases in military pay and civilian salaries which may 
be enacted this year. 


LIMITATION ON NUMBER OF CIVILIAN EMPLOYEES 


Mr. Wiccieswortu. My attention is called to section 614 which 
provides that no funds appropriated in titles I, II, III, 1V, and V of 
this act shall be used for payment in excess of 470,000 full-time graded 
civilian employees, et cetera. There is no change recommended there ? 

Mr. Lanman. No, sir. 

Mr. WiccLeswortH. What is the actual number ? 

Mr. Lanman. Wecan provide that for the record, sir. 
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Mr. WieeLEswortH. Will you furnish that, please? 
Mr. Lanman. Yes, sir. 
Mr. Crossy. And the number that would fit in this category for 
1959. 
Mr. LANMAN. Yes, sir. 
(The information referred to follows :) 


Estimated civilian employment under graded civilian ceiling (sec.614, 1959 budget) 


| 
| Fiscal year | Fiscal year 











1958 | 1959 
Army-.---- Sis... 5h Sd Ie Shes 358 TE Sede 194, 000 | 191, 000 
Navy-.- = pe taanar tinea armed icipated academia 131,178 | 129, 680 
Air Force_. SAE Ei aelethe eet 137, 529 | 137, 531 
Office of Secretary of Defense. sip tein anki 1,347 | 1, 347 
| i ‘ storenlnintelietiiietisinis tienen 464, 054 459, 558 


SECTION 616 


Mr. Crosspy. One other section that I would like to raise a question 
on is section 616. I would like your opinion as to whether or not the 
last proviso is still necessary. 

Mr. LanmMan. We have not investigated whether or not any of those 
people transported prior to July 10, 1952, are still overseas but we will 
look into it and get definitive information. If they are not there would 
be no necessity for this. 

Mr. Crossy. It has been 6 years. It is doubtful that they would still 
be overseas. 

Mr. Lanman. It is doubtful but they might have moved from one 
place to another overseas. 

Mr. Wiacteswortn. What is the next? 


GERMAN CONTRIBUTIONS 


Mr. Lanman. Next change is contained in section 621 at page 268. 
Department of Defense can continue to utilize authority heretofore 
granted by this committee to receive the credits from the contributions 
made by the Federal Republic of Germany if the language be con- 
tinued in the form in which the committee has consistently reported the 
bill. 

Mr. Wiccitesworrn. You mean you are opposed to the change 
recommended by the Bureau of the Budget ? 

Mr. Lanman. I would say that since there will be contributions 
from the Federal Republic of Germany, the language will serve the 
same purpose as the committee has desired it to serve in the past. Mr. 
McNeil will go into some detail with respect to the status of negotia- 
tions and the amounts which may be involved when he appears before 
you a& he has in the past. 

Mr. Mixer. It has always been our policy to try to keep as strong 
a front up for those deutschemarks as possible. Is the official request 
to delete that language ? 

Mr. Crossy. To change it. 

Mr. Lanman. The President's budget provides for certain changes. 
This is budgeting on a gross basis. 


25095—5 8—_—-4 
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Mr. Minter. We have always been firm in our position on that om 
I am confident the committee is not going to change now with res sh 
to that deutschemark provision. I say we have been into that be 
I think the committee has pretty well made up its mind on that. 

Mr. WiccteswortH. What is the next? 

Mr. Lanman. There are no other changes in language recommended 
for fiscal 1959 in the present budget other than these fiscal year 
designations. 

Mr. Wiceteswortn. There are a lot of deletions I notice. 

Mr. Lanman. Those are general provisions of the supplemental 
appropriation act, Mr. Wigglesworth, which the committee usually 
considers in connection with the construction bill. They are required 
under the rules of the Budget to be printed however with brackets 
around them for later consideration at the time of the construction 
bill. 

TRANSFER AUTHORITY 


Mr. WiecieswortH. What about the language under 631 ? 
Mr. Lanman. I thought it had been understood Mr. McElroy was 
going to discuss that. 
= WiccieswortH. That is the proposed $2 billion transfer author- 
it 
abe. LaNMAN. Yes, sir. 
Mr. Manon. Is that all ? 
General Moors. Yes, sir; and thank you, sir. 
Mr. Manon. Thank you very much for your helpful presentation. 


Tuurspay, Apri 3, 1958. 
OFFICE OF PUBLIC AFFAIRS, DEPARTMENT OF 
DEFENSE 
WITNESSES 


HON. MURRAY SNYDER, ASSISTANT SECRETARY OF DEFENSE 
(PUBLIC AFFAIRS) 

JOHN E. CARLAND, EXECUTIVE OFFICER, OFFICE OF ASSISTANT 
SECRETARY OF DEFENSE (PUBLIC AFFAIRS) 

J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES, 
OFFICE OF THE SECRETARY OF DEFENSE 


SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 





Program by activities: Public information (total obligations) - $446, 821 $450, 000 $500, 000 
Financing: Unobligated balance no longer available. ........- Wy Ad Nibndedetcschotleumeecdhetneas 





Appropriations (new obligational authority) __..-._.__ - 450, 000 450, 000 500, 000 
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Object classification 


























1957 actual | 1958 estimate 1959 estimate 
i si a zs * a a. 

Total number of permanent positions________________- Cie 56 | 58 | 58 

Average number of all employees_--_-.-._.-_._- oe oe 55 | 52 58 

Number of employees at end of year. .-_-...._..----..-....-.-- 54 | 58 | 58 

——————!=— a 

Average GS grade and salary__.-...__.-__- ii vcceeenBusar ee $6, 438 | 8.2 $6,132) 82 $6, 245 
0] Personal services: . ‘ es A 

Permanent positions... _._-_- Se canbe 24 | = 722 | $326, 930 $360, 605 

Other personal services _ __- : : 7, 400 | 8, 870 8, 895 

Total personal services...................-.-.-.-... 365, 122 335, 800 369, 500 

02 #Travel_- Pe Sea emelinonta cet emaianeg 7, 749 | 10, 000 12, 000 

03 Transport: ation of things.- a ue. Siew Se cael 397 | 500 500 

04 Communication services. | 28, 226 30, 000 30, 000 

05 Rents and utility services... fh cboennans RIL ----| Be Beet ees Sadan 

06 Printing and reproduction. __..._............---- eae 11, 149 | 12, 000 12, 000 

07 Other contractual services_ inna aaa Sa 8, 617 13, 000 13, 000 

08 Supplies and materials________- a pluisdemks | 18, 392 | 20, 000 25, 000 

09 Equipment : : —ieamaal 6, 855 | 7, 500 |} 14, 000 

11 Grants, subsidies, and contributions_____- diet cada Recloainen ead aem 20, 600 23, 400 

13 Refunds, awards and indemnities_____- pbacounaiginied aed 200 | 500 500 

15 Taxes and assessments. _-_-- : 106 | 100 100 

a a a i 
SUNS UIRD INN os cab acess Gal peesmecameumne "446, 8 21 bi 450, 000 500, 000 





Mr. Manon. We have before the committee Mr. Murray Snyder, 
Assistant Secretary of Defense for Public Affairs. 

We are pleased to have you, Mr. Secretary. 

Will you present your statement at this time ? 


GENERAL STATEMENT 


Mr. Snyper. Yes, sir; thank you, Mr. Chairman. 

Mr. Chairman and members ‘of the committee, while I am sure this 
committee is quite familiar with the operations of the Office of Public 
Affairs in the Department of Defense, there have been a number of 
new developments in the past year which merit a brief review. These 
are concerned principally with an intensification of activity and pub- 
lic interest in the areas of ballistic missiles and scientific exploration 
of outer space. 

These developments have only a coincidental relationship to the 
fact that just over a year ago the public affairs functions of the 
Office of the Secretary of Defense were separated from the legisla- 
tive liaison functions and placed under my direction. However, I be- 
lieve I can report that this new arrangement has made it possible 
for my office, in conjunction with the technological people in the Of- 
fice of the Secretary of Defense and the military services to improve 
generally the Departments’ information services. Moreover, I be- 
lieve we have made considerable headway in meeting the tremendous 
public information and public service problems presented by the 
growth of our activity in the missile and satellite fields. 

The interest of the Congress, individual citizens, many public organ- 
izations and all of our news media in missiles and satellites has created 
new demands upon the Office of Public Affairs. The Office of Public 
Information is the sole agency at the seat of Government responsible 
for official announcements of defense activities; the Office of Secur ity 
Review clears a great number of speeches and other doc umentary 
material for potential security violations; and the Office of Public 
Services answers voluminous mail and arranges for public exhibits, 
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briefings, and other educational programs for citizens’ groups on the 
development of our defenses. 

Early last year, due to the lack of a realistic missile and satelite 
information program, the news of our progress in missiles became 
public largely through unofficial channels and with a considerable 
admixture of misinformation, as well as information which was 
regarded by the military experts as security data. The problems were 
compounded by the fact that certain aspects of the ballistic-missile 
tests at the range in Cape Canaveral, Fla., were easily observable from 
the surrounding areas. 

In the latter part of 1957, we developed a new missile-information 
policy with the full support of those responsible for protecting the 
security aspects of defense programs. This enabled us to give the 
public a factual picture of our progress in rocketry, while at the same 
time the responsible military authorities established better control over 
security information, the unauthorized disclosure of which might pos- 
sibly jeopardize the security of the country. 

In the development of improved channels of public information con- 
cerning missile and satellite launching operations, my office has had 
to assume a considerable degree of direct responsibility over service 
to news mediums at Cape Canaveral, where all three military services 
are engaged in firing activities. 

It will become necessary, for purposes of extending this increas- 
ingly effective information policy, to undertake similar direct re- 
sponsibility for missile launching information at the new Pacific 
range adjacent to Camp Cook, Calif. 

I can assure you that, with the full backing of the Secretary of De- 
fense, we are taking very seriously in the Defense Department our 
affirmative obligation to keep the public informed concerning all 
aspects of our defense activities, consistent with security. 

We anticipate that, with the vast increase in interest in the dramatic 
new space exploration projects initiated by the new Advanced Re- 
search Projects Agency, the workload of the public affairs force will 
similarly increase. 

The budget estimate for public information, public services and se- 
curity review activities of the Office of Public Affairs for fiscal year 
1959 provides for $500,000, compared to $450,000 appropriated by 
the Congress in fiscal year 1958. The major portion of this increase, 
$33,700, is to provide for personal services heretofore obtained on a 
temporary duty basis from the military departments to meet peak 
demands from time to time caused by such special projects as the 
worldwide conduct of Armed Forces Day. I consider the amount 
requested to be necessary to assure continuance of adequate service to 
the public. 

I would like to add that this figure will, of course, take care of the 
present workload, but it does not provide for increased manpower to 
man the anticipated growth in activity that I mentioned before. 

Thank you, Mr. Chairman. 

Mr. Manon. Thank you, Mr. Secretary. 


JUSTIFICATION OF ESTIMATES 


I believe the justification for salaries and expenses of the Office 
of Public Affairs is shown at the beginning of tab II at page 1. 
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You have a column there showing fiscal years 1957, 1958 and 1959. 
We will insert the pertinent pages of the justification at this point. 


Analysis of staffing requirements 


j ; 
Employment | 





















































Employment Estimated employ- 
June 30, 1957 Dec. 31, 1957 ment June 30, 1958-59 
sisal lal * - ncaicameliiabecdane 
Civil-| Mili- | Total Civil- | Mili- | Total Civil-| Mili- | Total 
ian tary ian tary ian | tary 
SS =e a ee i= SS a aa — D reeora a a 
Office of Public Information: 

Office of the Director. ......._- 5 |. 5 OT acee 5 iE th 5 
News Division. cazwnneenen=| 22 7 29 22 | 6 | 28 22 | 7 29 
Audio-Visual Division...___- 12 14 26 10 11 | 21 ll | 9 20 

Office of Public Services: 

Office of the Director..........-. a eseetieca 2 2 | 1 3 | 3 1 4 
Liaison Division......-..-.-| 2 3 5s} 3} 3] 6] 58) 3 8 
Projects Division. ........... 4 10 14 | 3 | 7 10 5 7 12 

Office of Security Review... ........-- 7 14 21 | vy 13 | 20 7 10 17 
\——— | —__. well sling " _ oallen a | - 
TOtML-nennnenneeneennnnneenn] S| 4B | 102 | s2] 41) 93! 88) 37] 95 
Summary of civilian personnel costs 
a eieeeasinancmen ne lh a cteeeemn te — eo eiiphines 
| Actual, Estimate, | Estimate, 
1957 1958 1959 
iden acpi eee ini iinliaae tate | 
Number of permanent positions at end of year. _...........___| 54 | 58 58 
Average number of all employees. ......-...............-- . 55 | 52 58 
SS =|\-== ————— | — 
Average salaries: General schedule grades.............. $6, 438 | $6, 132 $6, 245 
— — — —{— —————— I — 
Personal service obligations: 
I clint $357, 722 $326, 930 $360, 605 
I NTO i a acti 7, 400 8, 870 8, 895 
Total personal service obligations.....................-- 365, 122 335, 800 369, 500 


Summary of military personnel and costs 























| Fiscal year 1957 Fiscal year 1958 | Fiscal year 1959 
Rank | ute Dearie ne RS a. eee 
| | 
| Number | Amount | Number | Amount | Number Amount 
J Re no Me EES a0 et 
} 
Colonel/captain.._._._._. ane 2| $22, 560 3| $33, 600 2| $22,560 
Lieutenant colonel/commander. . .-- | 12 | 114, 047 12 | 111, 630 | 12 113, 510 
Major/lieutenant commander - ....-- 11 | 91, 150 9 73, 200 | 9 74, 040 
Captain/lieutenant__..............--| 6 | 42, 540 | 7 49, 280 | 7 | 50, 100 
Ist lieutenant/lieutenant (junior | | | | 
ital adadeosididescesnaeetae 2 ATE Ciihccnnanh ae boii nk ah Maadudiheiean 
Warrant officer____.......- enemas 2 13, 240 | 2 | 13, 240 | 2 | 13, 240 
Enlisted persorinel____.............. | ll 41,910 | 9 | 34, 050 | 5 | 19, 050 
ad ids al psieecciaeeebaeteeaaigiaammtie 
Ms Sacked daa 46 | 336,927 | 42| 315,000 | 37 292, 500 
i ' | | | 








NoTE.—Amounts required for the pay and allowances of military personnel assigned for duty with the 
0 fice of Public Affairs are provided in the appropriations of the military departments. 
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Analysis of fund requirements 





Actual, Estimate, Estimate, 
fiscal year |Percent] fiscal year |Percent} fiscal year | Percent 
1957 1958 1959 


J fff 


eg $365, 122 82 $335, 800 75 $369, 500 74 


MN Motte. ean ocndicucdocteus 7, 749 2 10, 000 2 12, 000 2 
Other: 
Transportation of things_..........-- 397 500 500 
Communication services__...........- 28, 226 30, 000 30, 000 
Rents and utility services............. —e erlatiaicnctieleoattin 
Printing and reproduction._.........- 11, 149 12, 000 12, 000 
Other contractual services. ........... 8, 617 16 13, 000 23 13, 000 4 
Supplies and materials_............___ 18, 392 20, 25, 000 
NN 6, 855 7, 500 14, 000 
Contribution to retirement fund___.._|........---- 20, 600 23, 400 
mepentrve @eerds. ..- 5.8. 200 500 500 
Social-security taxes (F NOONGS. 25355. 106 100 100 
Naeger ek ab pascal dbesacckoett 446, 821 100 450, 000 100 500, 000 100 


Mr. Manon. In fiscal 1957 you had an unobligated balance of appro- 
priations of about $3,000. You secured an appropriation of $450,000. 


REQUEST FOR FUNDS BY FISCAL YEARS 


What was the request of Congress for fiscal 1957 ? 

Mr. Wrute. $450,000, Mr. Chairman. 

Mr. Manon. What was the request of Congress for fiscal 1958? 

Mr. Snyper. It was $475,000 for fiscal 1958. 

Mr. Manon. It was cut $25,000 by the Congress ? 

Mr. Snyper. Yes, sir. 

Mr. Manon. I believe you have stated it, but will you repeat what 
you Ava ect to expend in fiscal 1958 ? 

NYDER. That will be $450,000. 

Mr. Manon. The total sum will be used ? 

Mr. Snyper. Yes, sir. 

Mr. Manon. What are your obligations as of the latest date? 

Mr. Lortis. Obligations as of February 28 were $289,438. 


EFFECT OF REDUCTION 


Mr. Manon. Did the $25,000 reduction by the Congress last year 
materially affect your operations? 

Mr. Snyper. Well, sir, there were some things that we probably 
should have done, and did not. There was an amount required for the 
contribution to the retirement fund, but it was absorbed within the 
$450,000. We reduced a number of people, and we have left one 
major position vacant. So, these savings help meet this figure. 


VACANT POSITION 


Mr. Manon. What major position was this, Mr. Secretary ? 

Mr. Snyper. The principal job which is vacant now is a grade 17, 
Director of Public Information. 

Mr. os ‘HON. You mean that is the job Mr. Schooley had ? 

Mr. Snyper. Yes, sir. 
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Mr. Manon. What is to be done about that job? 

Mr. Snyper. At the present time the work is being done to a great 
degree by my deputy, and by the Head of the News Division, but I 
anticipate that we will have to fill this position within the next 2 
months. 

ABILITY TO PERFORM ASSIGNED TASKS 


Mr. Manon. If we give you the same amount in fiscal 1959 that we 
gave you in fiscal 1958, would you be able to carry it on reasonably 
well? 

Mr. Snyper. Sir, for the work that we have been doing, I would say 
“Yes,” except for the fact that we have these increases for temporary 
duty personnel which had formerly been budgeted elsewhere and, 
now, in order to assure a more efficient and responsible conduct of that 
work, we recommend that they be added to our staff. 

That involves six temporary duty clerks. 

Then, there is the MATS transportation item which heretofore has 
been frirnished without charge to this appropriation. Also, there has 
been a considerable depreciation in supplies—photographic supplies 
and equipment. 


REASON FOR APPEARANCE OF UNDULY HIGH SUPPORT COSTS 


Mr. Tuomas. For a publicity agency, are not these figures out of 
line? Why do you need an increase of 10 percent over last year? 

You have $150,000 here charged against “Other objects” to support 
a $369,500 personnel cost. 

That is as much out of line as anything I have seen. Maybe there 
is some justification for it, but I would like to know what it is. 

Mr. Manon. What is it, Mr. Loftis? 

Mr. Lorris. Mr. Chairman, the money in this appropriation pays 
only for the salaries of civilian personnel. 

I started to explain that in this appropriation we have only the 
salaries for the civilian personnel. In addition there are officers and 
enlisted personnel from the military departments assigned to the 
Office of Public A fairs. 

Mr. Tuomas. You do not mean to tell me you have a hidden person- 
nel cost that exceeds that $369,500 ? 

Mr. Lorris. It is on page 10 of the justifications. 

Mr. Tuomas. How much is that in addition to the $369,500 ? 

Mr. Lorris. That is $292,500, and this other support cost provides 
for the travel, supplies, and office equipment that the milits ary use as 
well as the civilian personnel. 

Mr. THomas. What occasion do they have to travel? On travel, 
the only traveling they have to do is from the press club to the Pen- 
tagon, and there should not be any travel cost in connection with that. 

How many military personnel do you have in addition to your 58 
civilian personnel ? 

Mr. Snyper. There are 42. Of course, the work they perform is 
generated by the services. If they have to review a speech or if they 
have to go to Cape Canaveral to assure that there is a proper conduct 
of the public information concerning tests there 

Mr. Tuomas. Please do not mention Cape Canaveral. 
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Mr. Scrivner. Ali you need is just one good man down there. 
Mr. Manon. Off the record. 
(Discussion off the record.) 


ELIMINATION OF DUPLICATION 


Mr. Snyper. I would think, sir, that we will be able to eliminate 
some of the duplication within the services within the next year, and 
that work can very well be done by a single person in the Depart- 
ment of Defense whether he is in the military uniform, or a civilian. 

Mr. Scrivner. Why has not that been done in the past year? 

Mr. Snyper. We have done a good deal of it. 

Mr. Scrivner. Where? I have not seen it. 

Mr. Snyper. I have reduced in my office a number of people. It 
is not easy to convince a military department that it has too many 
men working on a project. 

Mr. Scrivner. That is the understatement of the year. We have 
been working at that for I do not know how long. Mr. Mahon has 
been here for about 25 years, and Mr. Thomas has been on this com- 
mittee for years and years, as well as myself, and we have tried to 
sell that same story and we have had no success. 


INFORMATION ACTIVITIES AT CAPE CANAVERAL 


Mr. Snyper. Just within the past few weeks the Chief of Informa- 
tion of the Army asked that the Office of the Secretary of Defense 
take over information at Cape Canaveral where the Army, Navy, and 
Air Force are all launching missiles, so that it would be handled 
better. 

Mr. Scrivner. In some instances I am quite sure it could have been 
done ‘worse. You know, you can cooperate with newsmen and get 
pretty good results, but when you do not, I do not blame them. I 
have been down to Canaveral several times. 

You point out here that all of these activities can be observed from 
up and down the beach. They can be observed with high-powered 
glasses. As a matter of fact, I have seen some of the photographs 
taken by news services that were better than the photographs of the 
launchings taken by the Department of Defense. I had a little ses- 
sion with General Yates down there, and I made a suggestion which 
I believe bore some fruit, and there is better cooperation. 


SEPARATION OF INFORMATION AND LEGISLATIVE LIAISON ACTIVITIES 


However, there is one point which I want to raise, and that is in 
your statement you said that just over a year ago the public affairs 
functions of the Office of the Secretary of Defense were separated 
from the legislative liaison functions, and placed under your direction. 

Was there any decrease in the manpower or the expense of legisla- 
tive liaison reflected by you taking over those activities ? 

Tf there was not, all it is is just another function that has been 
added on top of legislative liaison. 

If you took those over, there should have been a reduction in legisla- 
tive haison, but I have not seen any. 
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Mr. Snyper. I cannot speak for that office, sir, but I can say we 
are giving more attention to these information problems, which, at 
the time you were talking with General Yates, had not been 
attended to. 

Mr. Scrivner. They surely had not been. 


INFORMATION ACTIVITIES AT CAPE CANAVERAL 


Mr. Snyper. General Yates and I have worked out an arrange- 
ment there which, in the past 3 or 4 months, has received a great deal 
of press approval just because it works. 

Mr. Scrivner. Off the record. 

(Discussion off the record. ) 

Mr. Scrivner. I have been down there a few times and have ob- 
served the operation. Even though I am a member of the Defense 
Appropriation Subcommittee, they looked at me with a jaundiced eye, 
and I had to get clearance. I had to have a military escort every 
place I went. While they did take me through the blockhouses and 
the control centers and showed me everything—and I enjoyed it im- 
mensely and learned a great deal about the operation—there were 
some places they were not too anxious to have me go. And, of course, 
it was prohibited that I have a camera or take pictures. 

Then the following week, through releases by the manufacturers, 
there were pictures, not only of the missiles and test stands, but pic- 
tures of the blockhouses and everything else which I had been told 
was absolutely classified and could not be released at all. Something 
is wrong there. If it is not classified as far as they are concerned, it 
should not be classified as far as the ordinary newsman is concerned 
and certainly not as far as a Member of Congress is involved. I think 
that is one of the reasons you have had difficulty. I am glad to have 
the statement you made that these things are being worked out; that 
there is more cooperation with the newsmen. That cooperation will 
be a two-way street and perhaps the situation at Cape Canaveral will 
work out much better. 

Mr. Snyper. It has been working quite well. As far as the adver- 
tising goes, we have had conversations with some of the advertisers 
about excessive zeal on their part and violation of security. We are 
getting some cooperation there too. 

Mr. Scrivner. Let us go a step further. I have looked into the 
trade magazines and seen pictures of some of the missiles. While I 
am not an expert, they seem to me to show more detail than some of 
the pictures which have been furnished me by the Department of De- 
fense, some of which I am quite sure have been made obscure, which is 
proper. Someone taking the pictures and studying them rather care- 
fully can learn a great deal about the device without going any 
further. al 

Mr. Snyper. That is a constant problem. I assure you that we are 
just as vigilant on the security angle as we can be. Developments 
move rapidly and what was security 3 or 4 months ago, is observable 
by people today. 
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NEED FOR ADDITIONAL PERSONNEL IN OFFICE OF PUBLIC AFFAIRS 


One of the reasons we need these additional temporary duty per- 
sonnel put on permanent assignment in my office, instead of coming 
over from the military where | they are paid for anyway, is that we 
get a great amount of mail from the public who are interested in 
the missile and satellite fields. It runs into thousands and thousands 
of letters. We have thousands of requests from people who want to 
be briefed.. We have national organizations of all sorts that want 
to be briefed. Editors will be in town for a couple of weeks and 
we will have a series of briefings for them. They are more interested 
in the Defense Department satellites and missiles this year than they 
have ever been before. They want everything we can supply them. 
They want the full story. This is quite a problem. We arrange 
these things. We schedule them, get the speakers and so forth. 

Mr. Scrivner. Sometimes you arrange too much. 

Mr. Manon. I would like to ask a few questions if I may without 
interruption. 

At what grade level are the 6 positions for which you are asking 
$33,700 for the fiscal year 1959 ? 

Mr. Snyper. I believe 5 are at the GS-5 level and 1 at GS-15. 

Mr. Manon. What is the pay scale for those grades ? 

Mr. Snyper. Approximately $3,700 for GS-5 and $11,600 for the 
GS-15. 

Mr. Manon. Mr. Carland, do you work in the budget part of this 
operation ? 

Mr. Cartanp. I am the executive officer for the Office of Public 
Affairs. 

Mr. Manon. What work will these people be doing? 

Mr. Snyper. They will be doing clerical work, principally handling 
a great deal of correspondence to the commands around the world, 
and then receiving reports on the conduct of Armed Forces Day. 
They will similarly have correspondence on projects such as the 
Joint Civilian Orientation Conference which involves a great many 
reports and letters. 

Mr. Manon. You say on page 12 of your statement these civilian 
positions were heretofore borrowed from other departments on a 
temporary basis. You have made reference to that fact in your 
testimony. 

Mr. Snyper. Yes. 

Mr. Manon. Were these military or civilian personnel that were 
borrowed ? 

Mr. Snyper. They were military enlisted personnel. 

Mr. Manon. Enlisted personnel? 

Mr. Snyper. Yes. 

Mr. Manon. And of course were paid from other appropriations? 

Mr. Snyper. They were paid under the limitation. All of them 
were under the $3 million overall limitation. 


TREND OF WORKLOAD 


Mr. Manon. Is your workload going up or down compared to 
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Mr. Snyper. It is going up, sir, and in every category. The num- 
ber of press inquiries which come from hundreds of newspapermen 
in town average between 1,000 and 1,100 a week. Then there are the 
numbers of inquiries that come by telephone or mail from outside of 
town. Everyone has a defense interest. And then there is the num- 
ber of documents that have to go through security review including 
testimony here in the Congress before closed sessions. The volume 
of that has been increasing gradually. 

The inquiries on things like the It’s Your Choice program run to 
500,000 a year 

Mr. Scrivner. What is that? 

Mr. Snyper. The Department of Defense asks young men who 
are eligible for military service to write in concerning “the branch 
of service they might be interested in going into. A booklet called 
It’s Your Choice is furnished them, which gives them the data. 
There have been, I believe, in 1957, 497,000 requests for such a 
booklet. 

Mr. Forp. By letter or other means? 

Mr. Snyper. Letters and post cards and some by telephone, but 


principally by letter and post card. That is a tremendous volume 
to be handled by these clerks. 


REVIEW OF POLICY STATEMENTS 


Mr. Manon. How much does your office spend in manpower and 
money in reviewing policy statements of various officials of the Gov- 
ernment ? 

Secretary Snyper. Very little. However, it is not possible to give 
any precise figures. Our office is charged with responsibility for 
review from a military security standpoint of all material originated 
within the Department of Defense or by its contractors for publica- 
tion, and also material voluntarily submitted by private outside 
sources, such as magazines, for such security review. Additionally, 
we are charged with responsibility, limited to matters originating 

ithin the Government, for a review to ascertain conflicts, if any, 
with established policies or programs of the Department or those of 
the National Government, and it is assumed that the reference to 
“policy” in your question contemplates this latter type of review. 

Both security 1 review and that for policy are conducted by the Office 
of Security Review, which consults with knowledgeable experts in 
other elements of the Department or other Government agencies, such 
as the State Department or the Atomic Energy Commission, as may 
be appropriate. Since the material originated within the Govern- 
ment must be thoroughly read to avoid possible compromise of secu- 
rity, the same examination by the people in our office, and in such 
other offices and agencies as may be consulted, provides a simultane- 
ous opportunity to note any inaccuracies, ambiguities, or other con- 
flicts in material purporting to describe policies, plans, or programs 
of the Department or other agencies. Accordingly, it would be im- 
possible as a practical matter to ascertain the ac tus al time devoted to 
thought or action by persons so reviewing which is attributable to 
such ‘policy review as contrasted with the security review. Our experi- 
ence, however, is that the time so devoted is, as I said, very little, 
because the bulk of the material originated by Government officials 
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consists of speech drafts and the authors of such material are usually 
key officials in the fields they are discussing and normally well in- 
formed on current policies, plans, and programs in their fields. To 
the extent the problem arises it usually involves material by an author 
who is attempting to discuss matters outside his own special areas of 
knowledge. Any such policy questions which may be raised are taken 
up personally with either myself or my deputy. 

Mr. Manon. What is the distribution of the workload where you 
compare work in the field of security with that in the field of policy ? 
This can be answered on an approximate percentage basis. 

Secretary Snyper. For the same reasons outlined in answers to your 
previous question I cannot give you a precise figure, but I would say, 
based upon actual experience, the so-called policy review workload 
is certainly less than 5 percent of all reviews. 


INCREASE IN COSTS FOR SUPPLIES 


Mr. Manon. Mr. Thomas made reference to supplies and the in- 
crease requested there. Why do you need this increase? What is 
the nature of these supplies? 

Mr. Snyper. The only explanation is that in photographic supplies 
we have had greater demands, largely because of the increased cov- 
erage. The Defense Department furnishes pictures taken by cleared 
photographers within these areas—the coverage of missile shoots and 
satellite shoots. 

EQUIPMENT 


‘ - = enema What additional equipment are you buying for 
6,500 

Mr. Cartanv. That will be photographic equipment, television 
equipment, and office machinery. Our last purchase in those areas 
was about 3 years ago. We have to maintain a proficiency with in- 
dustry ; otherwise, we are wasting our money, our time and our effort 
if we produce something that is to be used in industry and they 
cannot use it. We have reached a point where our equipment is not 
comparable to the equipment of industry. With regard to motion 
picture cameras, still picture cameras, and television equipment, and 
radio equipment ; that is true. 

Mr. Manon. There is a general feeling among the American peo- 
ple that this great country, which boasts of its prowess in many 
fields, does about. the worst job of any country in the world from 
the standpoint of public relations and propaganda. Whether that 
widely held view is correct or not, we will not argue here now. 


PUBLICITY OF INITIAL LAUNCHING OF VANGUARD 


We made ourselves the object of ridicule in connection with the 
launching of the VANGUARD. We had the American people sitting 
on the edges of their seats expecting it to be fired successfully, and 
the firing was unsuccessful. 

People who are in the business of public relations ought to do a 
better job than that in handling their responsibilities. It seems to 
me that someone must accent the blame for the very bad handling 


of the publicity on VANGUARD. 


) 
f 
: 
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Do you have to take that on your broad shoulders, Mr. Secretary, 
or has someone else ? 

Mr. Snyver. I gladly accept that responsibility rather than accept 
the blame, but I also would like to point cut that in 1955 we said the 
VANGUARD program was a completely scientific program and only 
the propulsion aspects were military. For the next year and a half 
every step in the development of this rocket—long before I came on the 
scene in the Department of Defense—was made available to the press. 
They visited the plant and they saw the instrumentation. 

Mr. Manon. Yes. 

Mr. Snyper. When it came time for firing it they did not publish 
any firing dates. As Mr. Scrivner has pointed out, anyone in the 
vicinity of that area could find out what was going to happen merely 
by asking someone at a local tavern, or one of the schoolboys. 

Mr. Scrivner. The barber shop at Coco Beach is a very good source 
of information. All you had to do was to go in and get a haircut and 
learn what is going on. 

Mr. Snyper. We did not ask 135 newsmen to go there because we 
had no provisions for them. When it came time to fire this a week 
before anyone in the Department of Defense arrived on the scene a 
local wire service man who was down there from the Pentagon wrote 
“VANGUARD?” will be fired next week.” That was a leak. The news- 
papermen prevailed—because they were on the beach and freezing at 
night—on two people who were there to give them hourly briefings 
on the preparations. The briefings—and I have read them over— 
never said that we would put a satellite in orbit. There were a lot of 
overly enthusiastic people, newspapermen, there who assumed we 
would not fire a rocket unless it was supposed to be successful, al- 
though all of our printed material said very definitely that the Navy 
did not make any such predictions; that it was a test firing. 

Mr. Manon. Were you reading the newspapers during that period ? 

Mr. Snyper. I certainly was. 

Mr. Manon. And were you listening to the radio and listening 
to TV? 

Mr. Snyper. For 2 days. The mistake made on the scene was to 
give a running account of this countdown development. That was a 
bad mistake. It was completely unanticipated that it would balloon 
into what it did. 

Mr. Manon. You saw what it was ballooning into. Why did you 
not do something about it ? 


EFFORTS TO QUALIFY REPORTS OF LAUNCHINGS 


Mr. Snyper. I did tell them to stop, sir. This all occurred in the 
space of about 48 hours. That was the time when our people were 
there. It has not been repeated. The only satisfaction we have is 
that not only did the Department of Defense and the services learn 
a lesson, but the newspaper people of the country learned a lesson. 
They assumed some of the responsibility for running eight-column 
headlines in advance of this and for inordinately out-of-proportion 
advertising it in advance on the radio. Since then they have acceded 
to our proposal, which is not to announce or pinpoint any firing dates 
m advance. We do not do that. We tell the reporters that come 
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there where to be, but everything is “hold for release” until it is fired, 
or canceled out, and it has worked. 

Mr. Manon. All of us are adult enough to know these highly tech- 
nical missiles are not necessarily going to work when we try them out 
in the first instance. Maybe the second, third, fourth, or fifth. We 
will never know precisely when they will work or when they will not. 

The first thing I would have thought of—and maybe it is wholly 
unrealistic—is that we could have had a statement by the President 
or by the Secretary of Defense, or the Secretary of the Navy that a 
launching was going to be undertaken and we did not regard the 
chances as too good that it would be successful. 

The press would probably print that. The people would be eased 
down from their high peak of anticipation. Nothing like that was 
done. 

Mr. Snyper. I do not like to contradict you, sir, but every piece 
of information we put out was thus qualified. 

Mr. Manon. Who is “we”? 

Mr. Snyper. The Office of the Secretary of Defense and the De- 
partment of the Navy. 

Mr. Manon. You are talking about as far back as 1955 ? 

Mr. Snyper. No, sir. I mean on the Sunday before the firing of 
that ill-fated VANGUARD, and from thereafter. 

Mr. Manon. A public relations service it seems to me should have 
been able to get a headline telling the American people that satellite 
launching was experimental and probably would not succeed the first 
trial. If anybody got that opinion, I have not seen them yet. It 
seems to me that perhaps Murray Snyder must assume a considerable 
part of the responsibility. 

Mr. Snyper. I do, sir. The only thing that I could not do, and 
you cannot do it in this country, is to tell a radio reporter or a news- 
paper reporter when he sees with his own telescope a missile on the 
stand with a coating of ice around it 

Mr. Manon. We are not worried about that. Isay why did you not 
get a headline to the American people saying that the launching 
will be undertaken and the chances for success are not any better 
than 50 to 50. Why did you not get announced by somebody who gets 
attention? Murray Snyder saying it or George Mahon saying it 
would not be adequate. 

Mr. Scrivner. The point that I was going to make is that they have 
not emphasized strongly enough that all of these launchings now are 
purely scientific test programs. They did not do it when I was down 
there. Iwas amazed. Part of that is due to the fact the men involved 
are so confident these things will work that they just do not like to 
anticipate a failure. If you had all the way through impressed upon 
the public and the press these were scientific tests and subject to fail- 
ure, you would not have gotten into the trouble you did. 

Mr. Manon. You and others in authority were gambling unneces- 
sarily and inappropriately, and you had no right to gamble with the 
prestige of this great country. I condemn the inadequate job that was 
done. I do not know who is responsible for it, but it was inadequate 
and not in keeping with the best traditions of this great country. 
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QUALIFICATIONS IN ANNOUNCEMENTS OF LUNAR PROBE 


I would like to say this, that if we fire at the moon, and I think we 
will, or try to orbit the moon, I hope that we will profit by the mis- 
takes we made on the VANGUARD and have the President of the 
United States, the Secretary of Defense, and others be sure to find a 
way to keep this effort in focus so that our first attempt will not be 
assumed by the public, and the world, as being guaranteed to be a 
success. 

Mr. Snyper. Sir, I wrote the statements which were issued an- 
nouncing those lunar probes, and I reiterated in those the same things 
we have said many times—there will be no schedules announced be- 
cause of the inescapable fact that there may be failures. There will 
be tests that will have to occur, and we do not know how many of 
them, before a successful firing can be obtained. 

Mr. Manon. Please do not just rest on this and think everybody 
is going to read that just before our first attempt. I do not think that 
I have read it yet. The point is to get the message to the people. 
It does not make any difference how much you write today, and how 
much there is in the fine print, it is a matter of selling. People in pub- 
lic relations ought to know the techniques. You are a man of in- 
tegrity, experience, and ability. I believe you can do much toward the 
creation of a better policy in public relations matters. 

Mr. Snyper. I believe that we have sold the American news media 
on that because they do not any longer feel it is necessary to beat 
their competitor to an announcement we are going to fire something. 
They cooperate on this “Hold for release” basis. 

Mr. Manon. It is not so much when you are going to fire, but hav- 
ing the right atmosphere in the ae of the people of the country 
and the world when you do fire it. I do not care if you say you are 
going to fire it on next July 1 if you state it will probably not be a 
success. Do not get us committed about it. This thing is very com- 
plex technically. We have never done it before and it ‘will probably 
take several attempts before we will be able to do it. That is the 
point. Probably nobody short of the President would be able to get 
the right attention. Maybe we will do it right the next time, since 
we have been wised up by being embarrassed and humiliated before 
the people of the world by reason of these failures. Mr. Secretary, 
I do not mean to be severe. I realize that it is easy to criticize, par- 
ticularly when one has the advantage of hindsight. 

Are there any further questions? 


ENCOURAGEMENT NOT TO EMULATE DR. GOEBBELS 


Mr. Fioop. Mr. Secretary, you have not been before us too much, 
but we have some difficult problems here that you do not know any- 
thing about. One of the frustrating things about serving upon this 
particul: ir committee is that we w ind up counting typewr iter ribbons 
and how many sheets of paper do you use down there. I have alw: ays 
felt that. we should have a hundred clerks on this subcommittee and 
accountants and investigators doing that work. We should be here 
discussing matters at a little higher level and not being really cost 
accountant clerks, but that is the system. 
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There are a number of things that I would like to discuss with the 
Assistant Secretary of Defense for Public Affairs, but I am not going 
to be able to do so. There are a half dozen subcommittees and com- 
mittees of the Senate and House getting into this act, so it would be 
impertinent, or presumptuous for me to transgress upon what appar- 
ently is the legislative committee field on this matter of public 
information. 

I am going to tell you something that I have never told anybody 
before in my life. I have never mentioned it before, and I only 
thought about it when I was reading your statement. 

I was in Germany in the 1930’s. It was in the middle of the sum- 
mer and I happened to be in the Adlon Hotel in Berlin and I wan- 
dered into the grand ballroom. It was in the morning and there was 
quite a meeting going on in there, and it turned out it was a meeting 
of German newspapermen and magazine writers and a lot of fringe 
people of that sort, if you know what I mean. There were several 
Americans standing around. 

I was standing in the back of the hall by the doorway and I can 
remember as though it were last night there was a big American 
newspaperman there. He told me his name. He is still alive, I think. 
There was a fellow up in front of the ballroom talking. These were 
all type-casted Germans. He was in uniform. He wore a Brown 
Shirt uniform and a Sam Brown belt, the first one I ever saw. He 
was a little fellow. He had a high-pitched voice. He was not Hitler, 
but he was giving quite a performance and he was telling these fel- 
lows that they had to do something about the German general staff, 
that they had to control the admirals, that they had to control the 
generals, or whatever they had to control. In those days I had never 
heard of a National Socialist, or Brown Shirts, or a Hitler, or any- 
body. But it was quite a speech. I should have made a speech about 
this 20 times since. 

Now, what you have done with this statement of yours is the same 
thing that many branches of the Defense Department have come in 
here and done. They have changed their appropriation titles in line 
items to include missiles. It is now procurement of aircraft and mis- 
siles. That is a very impressive and effective word with the Congress 
and the Nation, if you want money or attention. You just add the 
word “missile,” and it is lese majesty to fly in the face of anyone who 
appropriated money for missiles. A Congressman on the Appropria- 
tions Committee would not dare deny anybody who wants to talk about 
missiles; not now. 

Well, you have either deliberately, or being consistent with the whole 
outfit down there in the Department of Defense, spent your entire 
morning talking about missiles and that is not right. I think it was 
an inadvertence. I think you thought that was the thing that inter- 
ested us most. That is one thing that interests us a great deal, and 
that is all. But you as an Assistant Secretary of Defense are a minor 
deity in this constellation here. You are the Assistant Secretary of 
Defense in charge of public information. You are quite a guy, not 
only in the United States of America but all over the world. This is 
the capital of the world. You are quite a guy, at least I think so. 
I know you are. 
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At a quarter of 11 when the bell rings in 5 minutes, you will have 
been here 30 minutes. That is not good. That is not good for the 
Appropriations Subcommittee in the year of our Lord 1! 158. 

Now, I ran into this little man that I was talking about 2 weeks later 
with a relative of mine who is an alumnus of Heidelberg University 
at Heidelberg for the graduation exercises. It was the first time I was 
ever there. This same little fellow was talking to a convocation, out 
of doors, of Heidelberg students. It was the same speaker. He was 
all over the place. He was Goebbels. Those were the only times that 
I ever saw him in my life. 

Now, at the Department of Defense level the Assistant Secretary for 
Information could do quite a job on the uniformed personnel of the 
United States Department of Defense. I know of all the vices and 
the weaknesses and the evils of flag officers and generals when they 
ret stars glittering in their eyes and hair. I know all about that prob- 
en: They cannot have carte blanche. But this thing works both 
ways. I know this is a civilian Government and the civilians are 
going to run the Defense Department and we are going to see that 
this is a civilian Department of Defense. I know all of those things 
on both sides. But I also can appreciate how heavy a job can be 
when some admiral or general who needs manners placed on him does 
not conform to the party line of the Department of Defense, or any 
other line. I am not using the phrase “party line” in a Republican 
or Democratic sense at all. I emphasize that. I do not like the a 
of some coterie of persons creating a philosophy of government, 
an approach, or a concept and issuing dicta—that is it; heil Hitler , 
and the admirals and the generals had better pay attention or else! 

Out of an abundance of caution I urge that in your broad expe- 
rience with respect to information that you pick up around this 
town you remember this little story of Goebbels and the morning 
in the Adlon Hotel. 

I was back in Berlin, I went in with General Gavin right after the 
war, and the Adlon was not there. All I could see was the burned 
Adlon Hotel and I wondered how many of those German newspaper- 
men who were in that ballroom that morning were alive. Goebbels 
wasn’t. 

Do not let politicians, do not let your civilian friends, do not let 
anybody get to you. You are a very, very important public servant. 
You are one of the most Seament ant men in the world. 

Mr. Manon. Do you have any response / 

Mr. Froop. I do not want him to respond to that unless he wants 
to. 

Mr. Snyper. I have spent 20 years as an active newspaperman and 
I think I have sufficient respect for our traditions, our traditions un- 
der our Constitution, never to allow myself to emulate Goebbels. 
But I appreciate the warning. I have the utmost respect for our 
military traditions as well. 

Mr. Fioop. That is not a warning. This is a bad world. I am 
not warning you. That would be impertinent. I am acting out of 
an abundance of caution. 

Mr. Snyper. I appreciate that, sir. 

Mr. Manon. We thank you very much. 
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WITNESSES 


HON. R. E. QUINN, CHIEF JUDGE, COURT OF MILITARY APPEALS 


J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Mr. Manon. We are pleased to have before us this morning Judge 
R. E. Quinn, of the Court of Military Appeals. 

Judge, you have a statement, I believe, in regard to your require- 
ments. 

Will you give us the statement ? 


GENERAL STATEMENT 


Judge Quinn. Yes; I would be glad to, Mr. Chairman. 

I am glad to appear again before you to submit for your consid- 
eration the appropriation request of the United States Court of Mili- 
tary Appeals for fiscal year 1959. 

As you know, the court, staffed completely by civilians, has now 
been in existence more than 7 years. The court, since its creation 
in 1951, has been required to interpret the Uniform Code of Military 
Justice and to enforce its provisions according to the intent of Con- 
gress. This intent was to establish a complete, fair, and impartial 
judicial system. The court, in its daily work, has never lost sight 
of this goal. 

While the number of appeals has leveled off to approximately 1,700 
cases per year, the internal workload of the court has sharply in- 
creased in the past 12 months. By way of illustration, statistically, 
there were written and published 126 opinions during fiscal year 1957. 
At the present rate of operation, it is safe to estimate that some 200 
opinions will be released during fiscal year 1958. The increase in 
the number of opinions reflects the court’s progressive demand for 
stricter compliance with the provisions of the code at the trial level. 
Sufficient time has elapsed, allowing for the necessary adjustment on 
the part of each branch of the armed services to this new criminal 
code, to stress closer adherence to the sound practices which obtain 
in our civilian system. Improvements have been made in the admin- 
istration of military justice since the enactment of the code, and con- 
tinuing supervision and application will bring about further improve- 
ments. 

For the record, I also wish to submit the attached statistical report 
on the number, status, and disposition of all cases docketed with the 
court through December 31, 1957. 
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UNITED STATES COURT OF MILITARY APPEALS 


Status of cases as of Dec. 31, 1957 


Cases docketed ee 


i ae +41, O81 








TOTAL BY SERVICES 

Art. 67 (b) (3), UCMJ 
Petitions - a wa a eh ee De ee 
SIN oo nse eas cin hcl is ag a ck a 6, 775 
TO isc ecient einstein eh ae hea a 1,976 
PI I ng ge oe ree tae 2,138 
COON SE ii seis nership apiniianaasieie pete SE eee ot 

Art. 67 (b) (2), UCMJ 
IIR EN icici bs di keene asics enaee epee aaa oe el cee S iaecl 253 
NN ii sn i li cpl tm dnc a Re RS ee eT eee 82 
Ps isa ceca ptaseehainass ts os Sensei be ba dp a nei aedeagal j 137 
PO ORO a eisic ecptccnicsicn ais piece cece are a ete 29 
CONES GUNSG..8 6c ecen tenance nee ee 5 

Art. 67 (6) (1), UCMJ 
ak FRE a a a a ip nan punsieg eeqvasleo nn mcevon ee tasbiidmntaeeg. dea atanaeemeeea aapaTR Saal 32 
UTI oa dasa aa eesmnen _ : seks 31 
Navy iu nah as iodine wit chen 0 
Air Foree = Z ae See ee ee ee 5 l 
IU “COU a ig sadn sack deen en ek ila cod ci i nti cleat ac elt 0 

COURT ACTION 

PCO ie Jcaenienosmcé dene 3 Siaieas poe phadainc caine sates nats -. 10,923 
UGG, cox aiertenin tea a sstieaceacine memaeeneekS _ 1, 026 
RAIN. ain its sasieucnbindb wind xa cinitg Siscianstincs Sitsaaicdilb iliac ata Ta aan ae ae coi 9, 497 
Rp oo a kore ok Seer + ees icalaphtee S  S eS 5 
Withdrawn i inde nioe nt nahn tapi reeleat cote xt manameemon acketa need a 211 
WOES VE OT, YEN ne ete pass 5 lapels Ce Ti cer 38 
Ned to Hoare: of TOVIGW ose hi i ee eS 38 
Disposed of by setting aside findings and sentence______ SaaeE Le 2 
Wve SRUOEAORE ROU CUR RUN ee 111 
Awaiting replies__._...._._- eed LA Sale is hbase cocoate dap ee 47 
Certificates- al ere ae saat tk Sossteal cto, Daath ge * 954 
Maver: TUR NUA ENNIO i ee re ee - 230 


Opinions pending__-_ 
Withdrawn__ piace yetese oe Weiss pia iee Se kee 4 
Set for hearing__- : a 7 2 

Ready for hearing__ 


Awaiting briefs pia dyer abet eee me ore a Seduies ted Scuseanies 5 
MPO soe ee Be i alicia eS 33 
Opinions rendered_________ sl al eta nn are ea s sicsis 31 
ROURRINNEDS: “UNIROSS Pee 3 tals 0 
Remanded to board of review cain : 1 
Awaiting briefs Bo Pa ek pa Ae 5 er Pa. a Judaic pale 1 


See footnotes at end of table. 
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Unrrep States Court or MiILiTary APPEALS—Continued 


Status of cases as of Dec. 31, 1957—Continued 





Cas OI a niiincccesivn BRA a ameg apt nna *1, 075 
ain sic nnn eee th a a a te ec cape 781 
Ai: ORIN ao slain cles as Geen Eee tg 9 
NI i ce dni seit tina teh essen tans hea academia tana ails 1 
OU NN i ai cecal ecole anemic Alb onion tence 22 
I ices cnet canna pla icine nan ebeabinionatig tvietaeaiaaciainactessiatta te 202 
Certificates: and petitions. .......<ccccanncccurncnensawinwinmemammnebaied 27 
IG asic icteric ap iorsecsceetcinaan ain seltiaacaiaaabaninieetaniapeinieaimn- atta aa 31 
RAE a LA: i PR ai as cist nnerininintiniomnihiinimetpnii nila ieee 1 
Petition for reconsideration of petition for a new trial___-__-~- 1 
INE NN a anita aie areieiesiisaia inameineinnemeeniaae ite ogee 
CANIS: ‘RUMI Sh ae eatin aj ee 9, 497 
Ean. WENO se ae oa ne eee ieee 211 
Wet reaees Games 2 ne an a 5 
Cereatns “rere Ws an een Se eee + 
Disposed of on motion (without opinion) ~_----_------~~ 3 
Disposed of by setting aside findings and sentence____-__-~- 2 
Bemanties to Board of DOvie Wiss oo coh ces 39 
I a cs eal antiprcs alenaen we deanna aick 1, 075 
SUI” UNIAN i a eed el kw omen aaa IS cn 338 
Perens 5 535 se a es Se eee 120 
DIRE TN TITRE oes gis Bec eee se ee oS 18 
Ready for hearing wisi ter nebics Sete nim iene tgs oo re 2 
Petitions granted, awaiting briefs__.....................- 34 
Petitions, court action due 'S0 Gaye... ncccnns 111 
SeaPeR ne NER CREP STN eee 47 
ceeenearen: GWOlTiee DIGG 36 a ee 5 
peanidatery: anealtite Driet.. 2g oo pice cele 1 


1 Discrepancy in total due to some cases coming up both on petitions and certificate, 
petitioned or certified twice, 1 mandatory case filed twice, and 3 mandatory cases filed as 
petitions after 2d Board of Review opinion. 

231 cases involving death sentences; 1 case involving a general officer. 

3 Discrepancy of 52 in total is due to withdrawal of 27 petitions after granted; 5 cases 
having a denial and a grant (more than 1 accused in each case); 5 cases having with- 
drawal and denial; 2 cases having withdrawal and grant; 1 case having motion to dismiss 

ranted after petition granted; 7 cases remainded after petition granted; 2 cases having 
ndings and sentence set aside after grant; 2 cases having motion to remand granted 


after petition denied; and 1 case having petition denied for 2 accused and case remanded 
for 1 accused. 


42 opinions released in docket 8, 176. 

52 opinions released in docket 6, 388. 

61,075 cases were disposed of by 1,061 opinions. 

Mr. Manon. Judge, the House is meeting this morning at 10 o’clock, 
and we will probably have a couple of rollcalls. Therefore, we are 
going to be interrupted quite a bit; but we want to learn enough about 


your requirements in order to pass as intelligently as possible upon 
them. 


Judge Quinn. Yes, sir, Mr. Chairman. 


CREATION OF COURT OF MILITARY APPEALS 


Mr. Manon. When was the court established by Congress? 

Judge Quinn. In 1950. The act actually took effect on the 31st 
day of May 1951 and we were sworn in on June 22, 1951. 

Mr. Manon. As you recall it, what was the chief motivation for the 
establishment of this court ? 
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Judge Quinn. Well, Mr. Chairman, in my opinion, it was to guar- 
antee to the men in the military services the same type of justice that 
our civilians get in the civilian field, and that is what we have been 
trying to ac complish. 

We have been trying to make the military judicial system approxi- 
mately the same as our Federal judicial system. 

Mr. Manon. It seems to me that you have done a good job. 

Judge Quinn. Thank you, Mr. Chairman. 

Mr. Manon. I believe you have been given credit for doing a good 
job. I have heard many favorable comments in regard to your work. 


ROLE OF COURT OF MILITARY APPEALS 


What has been your chief contribution ? 

Judge Quinn. Well, I think perhaps the very presence of a civilian 
court at the apex of the military judicial system had a great effect on 
the behavior of the Boards of Review and the courts-martial them- 
selves. I mean, generally speaking, that that perhaps has been the 
greatest contribution. Then, of course, we have been trying to lay 
down the same rules and principles that obtain in our civilian courts, 
and we have been trying to make the Constitution of the United States 
apply in every instance, except where the Constitution itself spe- 


cifically excludes protection to the men and women in the Military 
Establishment. 


JURISDICTION OF COURT OF MILITARY APPEALS 


Mr. Manion. You have nothing to do with cases which are handled 
overseas by the courts of other countries ? 

Judge Quinn. No; we have not, Mr. Chairman. Our jurisdiction 
extends solely to cases which began by court-martial in the Army, 
Navy, Air Force, Marine Corps, or Coast Guard. 


OBLIGATIONS IN FISCAL YEAR 1958 AND FISCAL YEAR 1959 


Mr. Manon. What are your obligations to date? 

Mr. Wyum. Through February 28, Mr. Chairman, the obligations 
were $247,105. 

Mr. Manon. What do you think will be required for fiscal 1958? 

Mr. Wrutr. We will spend approximately the amount that has been 
appropriated, sir—about $375,000. 

Mr. Manon. You used $330,000 plus, in 1957. Why do you need 
$380,000 in 1959? 

Mr. Wyuir. Well, of course, we have the Government retirement 
contribution of $20,000 that increased this appropriation plus an 
additional 8 man-years of personal services and other support costs. 

The $380,000 for fiscal year 1959 will provide for about the same 
level that we have operated in 1958 with the exception of one addi- 
tional person namely a marshal which the judge would like to have 
for this court. 

I would like to have the judge speak to that. 

Mr. Manon. All right, Judge. 
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MARSHAL FOR COURT OF MILITARY APPEALS 


Judge Quinn. We have no individual attached to our court, Mr. 
Chairman, who maintains law and order in the courtroom, and about 
the courthouse. I think we are the only court in existence that does 
not have such an official, and we felt that perhaps it would be well to 
have someone in the nature of a United States marshal to maintain 
order and decorum and to some extent protect the property and per- 
sonnel. There has been some small instances of vandalism in some 
parts of our building, and some thefts, and I have had one or two 
men come into my office—how they got there I do not know—one of 
whom wanted me to cash a check for $1,750 million that the United 
States Government owed him. Plainly, he was demented. I would 
have been glad to have cashed the check if I had had the money. 

Mr. Froop. Off the record. 

( Discussion off the record. ) 


AVERAGE SALARY 


Mr. Manon. The average salary cost for each position is up from 
$5,814 in 1957 to $6,116 in 1959. 

What is the explanation of that increase? 

Mr. Wyutr. The reason for that is that we normally have very little 
turnover in staff in the Court of Military Appeals. So, we have 
within-grade promotions occurring for the staff, and they are re- 
flected here. The difference of $95 represents the within-grade pro- 
motions that are carried forward into 1959. 


CASELOAD 


Mr. Manon. Judge Quinn, what is the general trend in the case- 
load this year, and what is predicted for 1959? 

Judge Quinn. Well, I would s ay» ps Chairman, it would be about 
the same this ye ear as it was last ye There has been a slight drop 
in the maximum caseload of, say, i Vb, but our number of opinions 
and number of cases set down for argument have increased very sub- 
stantially since Judge Ferguson became a member of the court. 

Judge Brosman, one of the or iginal members, died at his desk of a 
heart attack, and Judge Ferguson has taken his place. He has taken 
a much more liberal attitude in the matter of grants and that means 
instead of actually hearing 150 cases in 1955 and 1956, that we will 
probably hear 300 cases this year. 

Mr. Fioop. What do you mean by “grants”? 

Judge Quinn. Congressman Flood, the case first comes to us on a 
petition. of the accused from the ruling of a board of review in the 
service in which he serves. We then examine the record to determine 
whether or not there is any real question of law which requires us to 
pass upon it. 

Our jurisdiction is practically all in the nature of certiorari except 
mandatory reviews. Of course, every death case has to be passed 
upon by us whether we like it or not, and every conviction of a flag 
and we have had only one of them, and we are going into the 





eighth year. Either the generals and admirals do not get into trouble 
as much as the enlisted men, or they are too clever to get caught. 
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Mr. Fioop. There are not that many of them. 

Judge Quinn. We have had 35 death cases. 

Mr. Foon. It is mandatory that you review them. 

Judge Quinn. Yes, sir. 

Mr. Forp. If you approve the appeal, that is a grant? 

Judge Qutnn. Yes, sir; or otherwise it is a denial. We, perhaps, 
now gr rant somewhere near 20 percent. We were at one time down to 
about 10 percent. Of course, we try to do justice in every case, and 
if there appears to be any serious question, of course, all of us, I think, 
feel that it should be granted. 

Mr. Froop. I have alw ays hoped that the attitude of Government— 
I should know better—and I have always had the impression with 
reference to the Veterans’ Administration cases and social-security 
cases and all cases in which there are prayers or petitions that the 
petition—all things being equal—I have always felt it was the intent 
of the Congress or at least it was when I voted for it, and the debate 
always indicated that in all cases of doubt the principle would be 
resolved most favorably in behalf of the petitioner, and against the 
Government. 

Judge Quinn. Yes, sir; I would say that is the attitude we take. 
If there is any doubt about it, we grant. 


COMMENDATION OF COURT OF MILITARY APPEALS 


Mr. Suerrarp. Mr. Chairman, I have been associated with the oper- 
ation of this court from its inception and I want to take this oppor- 
tunity to compliment the work they have done, and the manner in 
which they have handled their reviews and decisions. 

I think it is one of the most remarkable things that has happened 
in the military for a long time, with specific reference to those who 
are conducting hearings and cases directly in the field operations, and 
it has had a very salutary effect, and they are far more careful now 
than they were before the inception of this court. 

Mr. Froop. I might add, too, Mr. Chairman, that I have had occa- 
sion and I have seen other members of this committee appear before 
the United States Supreme Court in behalf of people who have asked 
for admission to practice before the Court, and I have appeared on 
occasion before this court as amicus curiae, and I saw no more dignity 
nor no more impressive ceremonies in the Supreme Court of the 
United States, of administration and conduct of the Court than I saw 
before this court on the two occasions I was there. 

Mr. Manon. I am pleased to hear those remarks on which the 
gentleman from Pennsylvania is placing his imprimatur. 

Mr. Froop. Off the record. 

(Discussion off the record.) 


EFFECT OF REVIEW OF MILITARY COURT DECISIONS 


Mr. Tuomas. Mr. Chairman, I would like to ask the judge just 
one small question: Judge, the great criticism we laymen hear of 
military justice is that a military court will give a soldier twice or 
three times the punishment th: it a civilian court would award the 
same individual wearing civilian clothes, if found guilty of prac- 
tically the same offense. 
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Your court has no jurisdiction over the length of time or the harsh- 
ness of the sentence? You just look at the record as it comes up to 
you? 

Judge Quinn. Yes, sir; we have no power to reduce sentences. 
Of course, we would set aside a conviction of errors of law, or for 
insufficient evidence, but we do not have authority to reduce sentences. 

Mr. Tuomas. I have a feeling—and I do not know whether it is 
accurate or not, that one of the net results of your distinguished 
court would be to soften the blow of the military court ? 

Judge Quinn. I think it is already doing that. 

Mr. Tuomas. Does it have that effect, Judge? 

Judge Quinn. It has already done that. 

Mr. Tuomas. I am an old courthouse lawyer, and if you have 
done that your efforts have certainly been worth your weight in gold. 





WITHDRAWAL OF PETITIONS 


Mr. Fioop. Here is something on page 2 of your statement, and 
I have in mind appellate practice in the average State. 

Judge Quinn. Yes, sir. 

Mr. Froop. You have had 211 petitions withdrawn. It strikes me 
that that is extraordinary, and rather unusual. Why would people 
withdraw 211 petitions? I presume they would have been granted 
before you acted on them ? 

Judge Quinn. Most of them would have been withdrawn before 
we acted on them. Some of them have been withdrawn after we 
acted upon them. 

Mr. Fioop. Why ? 

Judge Quinn. Well, I think, perhaps, the most significant reason 
is the policy of the military to refuse to permit these | boys to be con- 
sidered for parole until appellate action has been definitely completed. 
In other words, if they are serving a comparatively short term, they 
become, timewise, eligible for parole, but they will not consider them. 
They consider them in the class of unsentenced prisoners and they will 
not permit them to be considered for parole until the appellate process 
has been completed. 

So, oftentimes, it seems to me that that results in the withdrawal of 
the petition because the boy wants to get out of the miliary service 
and get home regardless of the type of discharge that he receives. 

Mr. Forp. Will the gentleman yield ? 

Mr. Fioop. Yes, sir. 

Mr. Forp. If that process transpires, Judge, may he then go to this 
Board for the Correction of Military Records, and seek relief in that 
way? 

Judge Quinn. Yes; but his chances of getting it would be very, very 
small. He still has the right to petition the Board for the Correction 
of Military Records, but the likelihood of getting relief would be 
infinitesimal. 

Mr. Foon. It does not seem right that there would be 211 petitions 
withdrawn. You give a very good reason why, but there is a flaw 
there not in your court, but in the military procedure, and that seems 
to be a pressure game "of some kind, and they take the fastest and 


quickest path of resistance, and out they go with an unfavorable type 
of discharge. 


8 
' 
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Well, I do not know that you can do anything about it. 

Judge Quinn. Maybe we can do something about it. We have al- 
ready requested the Judge Advocate General of the Army to look into 
the matter, and he is conferr ing with Army officials on this. I under- 
stand that there is some likelihood of the Army regulation being 
changed, so that these boys can get consideration. 

Mr. Fioop. Will you have someone on your staff let me have a memo- 
randum or a letter as to what happens as a result of that conference? 

Judge Quinn. Yes, sir. 

Mr. Fioop. That is a weak link in the chain, and that is not right. 


SETTING ASIDE FINDINGS AND SENTENCE 


Keeping in mind the appellate action of the average appellate court 
in the average State, why, out of all these cases have you disposed 
of only two by setting aside the findings and the sentence? Now, 
you know that it is not unusual for an appellate court to actually set 
aside and dispose of it. 

Do you mean that the practice before—and this I would never be- 
lieve —these courts-martial, is so good on the record, and the atmos- 
phere is so correct that you could set aside only two cases? That 
amazes me. 

Judge Quinn. We have set aside many of them. 

Mr. Fioop. You have here on page 2 the statement that only two 
have been set aside. 

Judge Quinn. We have set aside many of them, and have sent them 
back for rehearing. 

Mr. Fioop. On page 2 of the material which you have submitted in 
conjunction with your statement under “disposed of by setting aside 
findings and sentence,” you have listed only two cases. 

Mr, Scrivner. That is 2 out of 52. They are explaining a discrep- 
ancy in the number of 52 in that statement. That is 2 out of 52. 

Judge Quinn. Where is that ? 

Mr. Fioop. On page 2 of the material which is attached to your 
statement. 

On page 2 you say under “petitions,” you have granted 1,026, but yet 
out of 1,026 petitions this court saw fit to allow they have set aside only 
the findings and the sentences in 2 of them. 

I cannot believe that the courts-martial, with the low opinion I have 
of them, would be that good. 

Mr. Scrivner. In the 2 cases they are referring to on page 3 they 
are relating a statement to a discrepancy of 52 cases. 

Mr. Manon. Will you please explain the situation, Judge? 

Mr. Foon. I can see where cases would be moot pendente lite, but 
Tam talking about your granting in your wisdom 1,026 petitions. 

This is a criminal proc eeding. This is nota civil action. 

Will you please explain the reason for this ¢ 

Judge Quinn. I presume that that would be cases in which we found 
the evidence was insufficient to sustain the charges and specifications, 
but relief has been granted in a very large number of cases by sending 
them for rehearing or back to the board of review for reassessment 
of sentence. 

We probably grant relief now in the cases we actually hear in nearly 
50 percent of them. 
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Mr. Scrivner. Will you ee check on these two particular cases, 
and give usa statement for the record on them ? 

Mr. Foon. I think it would be more than two just on general prin- 
ciples. 

Judge Quinn. I will check and let you know: 

(The information requested follows :) 

Page 3 of the statistical report attached to the prepared statment above under 
the caption “Completed Cases,” states that two cases were “disposed of by setting 
aside findings and sentence.” The report fails to note that these two cases 
were so disposed of by court order as distinguished from disposition by court 
opinion. In addition to these 2 cases, there have been 35 other cases where the 
court has dismissed all charges and set the sentences aside, permitting no fur- 
ther proceedings by the armed services. 

There have been many other decisions wherein the court has returned a case 
to the convening authority for rehearing. Article 67 (f) of the Uniform Code 
of Military Justice provides that if, in such an instance, the convening authority 
finds that a rehearing is impracticable, he may dismiss the charges. 


INCREASE IN WORKLOAD 


Mr. Scrivner. Judge, I noticed 2 things, and 1 thing in particular: 

While you say the workload has tended to level off, you expect an 
increase. W hy, at this stage of the game, would you expect an in- 
crease? This is shaken down pretty well now, and your service is 
pretty well established, and we are in a time of peace rather than war, 
when we anticipate that the workload of even courts-martial will not 
be so great as it has been in the past. 

Why do you anticipate an increase ? 

Judge Quinn. Well, the increase in the workload can be attributed 
to the difference in opinion and attitude taken by certain judges. Now, 
Judge Ferguson is taking a very much more liberal attitude than the 
late Judge Brosman took. In other words, we are granting now about 
20 percent of the petitions instead of 10 percent. We were granting 
about 15 percent originally, and we got it down to about 10 percent 
as we stabilized a bit, and now Judge Ferguson feels that in certain 
staff judge advocate review propositions that we should be more lib- 
eral in our grants, and as a result of that, instead of writing 150 opin- 
ions this year the chances are that we are going to publish 1 more than 
300 opinions. 

Mr. Scrivner. This court has been in effect now for 7 or 8 years; 
has it not? 

Judge Quinn. We are going into our eighth year now. 


RECOMMENDATIONS FOR CHANGES IN CODE OF MILITARY JUSTICE 


Mr. Scrivner. Is it within the province of your court to make any 
recommendations for changes in the Cody of Military Justice ? 

Judge Quinn. Yes, sir; it is, Congressman. 

Mr. Scrivner. What changes have you recommended ¢ 

Judge Quinn. We have recommended changes that are now being 
considered by the subcommittee of which Congressman Overton 
Brooks is chairman, and some of them would involve slightly increased 
powers of punishment for commanding officers in the field, captains 
of companies, or captains of ships. 

We have also recommended that where the accused desire to have 
a trial by a one-man court, that in such court-martial cases he will be 
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allowed to do that, but only with his consent and knowing who the 
judge is going to be. 

We have recommended that the law officer be given increased powers, 
and are trying to make him the counterpart of a Federal distriet judge, 
and we are trying to get the military judicial system as near as we 
can to the civilian tribunals. 


VARIATIONS IN INTERPRETATION OF CODE OF MILITARY JUSTICE 


Mr. Scrivner. My final question, then, is this: In working with 
this Uniform Code of Military Justice, it is a part of your job to in- 
terpret it. Are there any parts of it which have been subject to vari- 
ous interpretations ¢ 

In other words, are there any sections of it which need something 
done which will finally unify the opinions of whoever has to deal 
with it so that there cannot be at one place one interpretation of what 
the code meant, and at another place a different interpretation, and 
at still another place a different interpretation ? 

Judge Quinn. Of course, Congressman, we have forces in 63 coun- 
tries. 

Mr. Scrivner. That is what I was talking about, and there must 
be many times when some place there is a variance in interpretation. 

Of course, the same thing is true in our courts at home. One judge 
will interpret some section of the statutes in one way, and another 
will interpret it in another way, but my question is, when that arises, 
then there is usually an attempt made to clarify the entire situation 
by another amendatory statute. 

I am wondering whether or not you have run into those cases where 
there should be amendments made to bring together all of the various 
possible interpretations, so that there can be only one. 

If you have any instances like that, please set them out in the 
record by showing 1 or 2 examples of what has been recommended. 

Judge Quinn. I think, perhaps, article 31 of the code has brought 
on differences of opinion. That article is the equivalent of the fifth 
amendment in the Constitution. 

Mr. Scrivner. If you will please furnish that information for the 
record, we will appreciate it. 

(The information requested follows :) 

The judges of the United States Court of Military Appeals, together with 
the Judge Advocates General of the Armed Forces and the General Counsel 
of the Department of the Treasury, have recommended to the Congress changes 
to the Uniform Code of Military Justice in their annual report for calendar 
year 1957. These recommended changes, in the form of proposed legislation, 
are designed to eliminate some of the procedural difficulties and delays which 
have arisen under the code since May 31, 1951, and to provide for more prompt 


and more efficient administration of military justice, both from the standpoint 
of the individual and the Government. 

The principal features of the proposed legislation are as follows: 

1. Single-oficer courts—The proposed legislation, which is based upon rule 23 
of the Federal Rules of Criminal Procedure, would permit an accused to request 
and, if the convening authority consents thereto, be tried before a single quali- 
fied officer, instead of a multiple-member special court-martial. The adoption 
of such a procedure will result in a reduction of both time and manpower 
normally expended in trials by special courts-martial. The rights of the ac- 
cused in such cases are protected by the requirement that the officer acting 
as a special court-martial have the basic qualifications of a law officer under 


article 26 (a) and that he be certified as qualified for that duty by the Judge 
Advocate General. 
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2. Records of trial——At the present time, the use of a summarized record of 
trial is permitted in trials by special courts-martial when the accused is acquit- 
ted of all charges and specifications or when the sentence does not extend to a 
bad-conduct discharge. On the other hand, all records of trial by general 
courts-martial are complete verbatim accounts of the proceedings thereof, even 
though the sentence is one which, if adjudged by a special court-martial, could 
be summarized. The proposed bill would correct this situation by providing 
for a complete verbatim record in only those cases in which sentence adjudged 
includes a bad-conduct discharge or is more than that which could be adjudged 
by a special court-martial. All other records of trial would contain such mat- 
ter as may be required by regulations prescribed by the President. 

3. Review of records of trial—The present law requires all general court- 
martial cases to be forwarded to the Judge Advocate General even though the 
sentence of the court is such that, if adjudged by a special court-martial, the 
record of the special court-martial would not have been so forwarded. The 
proposed bill corrects this situation. It provides that general court-martial 
“ases in which the sentence as approved does not include a bad-conduct dis- 
charge or does not exceed a sentence that could have been adjudged by a special 
court-martial shall be transmitted and disposed of in the same manner as 
similar special court-martial cases. 

The present law requires that all sentences extending to a punitive discharge 
or confinement for 1 year or more be reviewed by a board of review. The pro- 
posed legislation provides that cases now required to be reviewed by a board 
of review only because the sentence includes a punitive discharge or confine- 
ment for 1 year or more will be examined in the office of the Judge Advocate 
General in accordance with article 69, rather than by a board of review, if the 
accused pleaded guilty and if he stated in writing that he does not desire review 
by a board of review. The enactment of this provision would materially lessen 
the number of cases which need to be reviewed by boards of review and will 
thereby diminish the overall time required to process court-martial cases. As 
this procedure upon review would be employed only in those cases where the 
accused has pleaded guilty, it is believed that his substantial rights will not 
be prejudiced thereby. 

The present law requires the Judge Advocate General to refer article 69 
eases to a board of review for corrective action when he finds all or part of the 
findings or sentence incorrect in law or fact. In a great many cases, the irregu- 
larities concerned involve matters well settled in the law, and in those cases the 
board of review’s action amounts to no more than the application of those well- 
settled principles. This situation results in an unnecessary burden on the 
boards of review and unduly increases the time required to process court-martial 
cases. To eliminate this unnecessary reference to a board of review, the pro- 
posed legislation authorizes the Judge Advocate General to correct the irregu- 
larity or injustice, vesting in him the same powers and authority with respect 
to those cases that a board of review has. It will be noted that the Judge 
Advocate General remains authorized to refer any article 69 case to a board 
of review in his discretion, and it is required that any finding or sentence 
incorrect in law or in fact be corrected either by a board of review or by the 
Judge Advocate General. 

4. Powers of the Judge Advocate General.—The proposed legislation authorizes 
the Judge Advocate General to dismiss the charges when the Court of Military 
Appeals or the board of review orders a rehearing which the Judge Advocate 
General finds impracticable. It is believed that the Judge Advocate General 
is, in many cases, in the best position to dismiss the charges himself or to deter- 
mine whether or not a rehearing is impracticable. Further, the administrative 
necessity of forwarding the record to the convening authority would, in many 
cases, be eliminated. 

5. Execution of sentences.—Currently, about 407 days elapse between the 
date an accused is tried by court-martial and the date his sentence is ordered 
executed after review by the United States Court of Military Appeals. As a 
result, many prisoners complete confinement before their cases have been com- 
pletely reviewed. Further, since an unsentenced prisoner is not subject to the 
same treatment as a sentenced prisoner, the administration of confinement facil- 
ities is unduly complicated. In some instances, delays in completion of the 
required review have led to complex administrative problems and loss of morale. 
Consequently, the proposed legislation provides that a convening authority may 
ordet executed all portions of a sentence except that portion involving dismissal, 
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dishonorable, or bad-conduct discharge, or affecting a general or flag officer, 
thus eliminating the differences between sentenced and unsentenced prisoners. 
No sentence extending to death may be executed until approved by the President, 
although the proposed legislation will remove an anomalous result under the 
present code by providing that an accused sentenced to death forfeits all pay 
and allowances, and that the forfeiture may be made effective on the date the 
sentence is approved by the convening authority. 

6. New trial.—To better protect the rights of an accused, the proposed legisla- 
tion extends the time within which an accused may petition for a new trial to 
2 years from the date the convening authority approves the sentence. Further, 
the board of review, the United States Court of Military Appeals, and the Judge 
Advocate General would be permitted to grant more comprehensive relief than 
is now possible. 

7. Votings and rulings—The proposed bill provides that a law officer shall 
rule with finality upon a motion for a finding of not guilty. It is anomalous to 
allow the lay members of a court-martial to overrule the law officer on a question 
which is purely an issue of law. 

8. Punitive articles—The present code does not provide specific statutory 
authority for the prosecution of bad-check offenses. The proposed legislation 
adds an additional punitive article which contains provisions similar to the 
bad-check statutes of the District of Columbia and the State of Missouri, includ- 
ing a provision that a failure to pay the holder of a bad check the amount due 
within 5 days shall be prima facie evidence of an intent to defraud. One of the 
difficulties arising under existing law is the necessity to prosecute bad-check 
offenses under 1 of 3 separate articles (121, 133, or 134), none of which may be 
eonsidered as a bad-check statute. Because of technical difficulties that arise 
as a result of the unfortunate pleading of the wrong article, an obviously guilty 
person sometimes escapes punishment. There are many difficulties inherent in 
obtaining a conviction of an accused for a bad-check offense without proof of 
specific intent. Because of this, the proposed legislation is desirable to provide 
specific statutory authority for the prosecution of bad-check offenses. 

9. Nonjudicial punishment.—Good military discipline requires that a com- 
manding officer be given greater authority in imposing nonjudicial punishment. 
Consequently, the proposed legislation provides that a commanding officer in a 
grade of major or lieutenant commander or above may confine an enlisted mem- 
ber of his command for a period of not more than 7 days, or impose a forfeiture 
of one-half of 1 month’s pay. Under article 15, officers may be punished for minor 
offenses, such as traffic violations, by imposition of forfeitures, and they are 
thereafter not handicapped professionally by a trial by court-martial. However, 
in order to achieve an effective monetary punishment for enlisted members in 
similar cases, it is necessary to resort to a trial by court-martial, resulting in a 
permanent black mark on the enlisted member’s record in the form of a convie- 
tion by court-martial. The change contemplated by the proposed legislation 
would permit prompt and effective disposition of such minor offenses. In addi- 
tion, a commanding officer exercising general court-martial jurisdiction may 
impose on an officer or warrant officer of his command forfeiture of one-half 
of his pay for 2 months, instead of 1 month as now provided in the code. The 
1-month limitation has proved unsatisfactory to commanders in the field and 
is not cured by the fact that an officer may be tried by a special court-martial. 
An officer’s present and future value within his command is seriously and perma- 
nently impaired by the publicity attendant to trial by court-martial. When such 
an event occurs, prompt transfer of the officer after trial is imperative, regardless 
of the outcome. Such a procedure is costly in time, money, and manpower. 
It is believed to be essential that commanding officers retain their present power 
to try officers by special court-martial as exceptional circumstances warrant. 
However, it is considered desirable to increase the punitive powers of article 
15 so that an adequate punishment can be imposed upon an officer for a relatively 
minor offense. 

10. Miscellaneous.—To facilitate administration of confinement facilities under 
the United Nations or other allied commands, the proposed legislation authorizes 
the confinement, in United States confinement facilities, of members of the Armed 
Forces of the United States with the members of the armed forces of friendly 
foreign nations. 

In addition, the proposed legislation makes other changes in the present code 
of a technical nature, designed generally to improve the administration of mili- 
tary justice within the framework of the existing code. 
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Supplementing these above proposals, Chief Judge Quinn personally believes 
that a.one-man-general court might serve the interests of justice and at the 
same time save manpower, time, and the possibility of instructional error. This 
would mean that an accused would have the right upon proper legal advice to 
waive trial by court-martial and be tried by the law officer alone. He would 
know in advance who the law officer was, be advised by competent legal counsel, 
and would have complete freedom of choice in the matter. 

The chief judge further wishes to state for the record in answer to Mr. 
Scrivner’s inquiry that the court has also found that Civil Service has insisted 
on grading its personnel. This has embarrassed and impeded the court in its 
operations. It would be much better for the military judicial system not to be 
subject in any way to Civil Service interference. 

Mr. Manon. Thank you very much, Judge Quinn. 
pleasure to have you here. 

Judge Quinn. Thank you, Mr. Chairman and members of the 
committee. 


It has been a 


CLAIMS 


Tuurspay, April 3, 1958. 
WITNESSES 


LT. COL. SUMNER FREEDLAND, CLAIMS LIAISON OFFICER, OFFICE 
OF JUDGE ADVOCATE GENERAL, DEPARTMENT OF THE ARMY 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OSD 

JOHN N. UMBARGER, CHIEF, INTERNATIONAL BRANCH, OFFICE OF 
THE ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER), OSD 

MAJ. GEN. ROBERT S. MOORE, SPECIAL ASSISTANT, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER), OSD 


DEPARTMENT OF DEFENSE INTERSERVICE ACTIVITIES CLAIMS 


Program and financing 














| 1957 actual | 1958 estimate | 1959 estimate 
ee re = ms 2 a ‘Ml tie Seo a 2 

Program by activities: ; 

1. Personnel claims... ......-.--. Re ee ibgn aon $4, 647, 937 $5, 600, 000 $7, 782, 000 

Oe one. slhd sae inicddbnsteaassaseenee magecest 4, 451, 588 8, 508, 000 | 10, 146, 000 

ir 2d sina cnneugesceaenn ane smu’ | 304, 793 | 865, 000 | 665, 000 

4. Other miscellaneous claims... .-.........-.-.---------- 15, 490 | 27, 000 | 27, 000 

NN ct eineycctnn ncn stehsinalckssablidd | 9,419, 808 | 15,000,000 | 18,680, 000 
Financing: } 
Casrparative transfers (goods and services provided by | 

foreign governments) _ __................----..-.-- us —400,000 | —3,000;000 |... 

Unobligated balance no longer available __-......_-- aeact DOD tis iccak cen iseauntintelees 

Appropriation (new obligational authority) --..........-- 11, 000, 000 12, 000, 000 18, 620, 000 





Object classification 


1957 actual | 1958 estimate | 1959 estimate 


13 Refunds, awards, and indemnities 


niginndiumvndstthiahid aa $9, 419, 808 | $15,000,000 | $18, 620,000 


Mr. Manion. We will resume the hearing and take up the appropria- 
tion, “Claims, Department of Defense.” 
You may proceed, Colonel. 





77 


GENERAL STATEMENT 


Colonel Freeptanp. Mr. Chairman and members of the committee, 
the appropriation “Claims, Department of Defense” provides funds 
for the payment, as authorized by law, of all noncontractual claims 
against the Department of Defense. The appropriation request of 
$18,620,000 for fiscal year 1959 represents the consolidated require- 
ments of the Office of the Secretary of Defense and the Departments 
of the Army, Navy, and Air Force for this purpose. 


COMPUTATION OF ESTIMATES 


The nature of the purposes for which these funds are provided makes 
it difficult to predict with any degree of accuracy and very far in 
advance the amounts which will actually be required. There are, how- 
ever, certain general factors or indicators which, from past experience, 
are used as broad guidelines to arrive at an approximation of the 
amounts expected to be required. 

In developing this estimate for fiscal year 1959 consideration was 
given to a variety of factors or indicators which influence amounts 
required for payment of claims under this appropriation. Some of 
the factors or indicators used are: 

The overall size of the Military Establishment ; 
The number of personnel in activities overseas ; 
The number of troop movements ; 

Maneuvers and training activities; 

Reports of accidents and losses ; 

Pending cases under consideration ; 
experience data for each type of claim. 

Each of these factors was considered in light of the fact that, while 
the average administrative claim is paid within a year from the date 
of occurrence, many of the pertinent statutes permit submission of 
the claims up to 2 years from the date of occurrence. Compromise 
settlements of large claims, such as admiralty and cases handled by the 
Attorney General, often require 4 to 6 years after the date of the 
incident to effect final settlement. 


MAJOR CATEGORIES OF CLAIMS 


The various types of claims have been grouped into four major cate- 
gories according to their nature, namely: personnel claims, tort claims, 
admiralty claims, and other miscellaneous claims. 


PERSONNEL CLAIMS 


The personnel claims category includes (1) claims of military and 
civilian personnel for private property lost or damaged incident to 
military service; (2) marine casualty claims; (3) repayments of er- 
roneous collections; (4) claims arising from the correction of military 
and naval records; and (5) payments authorized by Public Law 85- 
255, approved September 2, 1957, to certain commissioned officers or 
former officers of the commissioned services (including widows and 
legal representatives of such officers where deceased) for losses in pay 
during the fiscal years 1933-34. The payments authorized by Public 
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Law 85-255 are a new item within the personnel claims category for 
fiscal year 1959 and are estimated to require $2.1 million. Require- 
ments for the other types of claims under this category are expected to 
be approximately the same as for the current year. Approximately 
$7,782,000 will be required for the payment of claims in this cate- 
gory during fiscal year 1959. 


TORT CLAIMS 


The tort claims category includes (1) cases arising under the Fed- 
eral Tort Claims Act; (2) foreign claims; (3) claims due to non- 
combat activities; (4) compromise settlements by the Attorney Gen- 
eral; (5) property damage claims against the Department yf the 
Navy under the Property. Damage Claims Act of 1919; (6) claims 
arising from activities of the Army and Air National Guards; and 
(7) certain claims payable under authority of the Guam Claims Act. 
With the exception of foreign claims, requirements for these various 
types of claims are expected to be approximately the same during 
fiscal year 1959 as estimated for the current year. The increase of 
almost $4.6 million in foreign claims is due primarily to the need 
to provide appropriated funds to cover claims in the Federal Republic 
of Germany, which heretofore have been covered by deutschemark 
support. Anticipated increases in reimbursements under the NATO- 
SOF and Japanese agreements will also require additional funds for 
foreign claims. It is estimated that $10,146,000 will be required for 
the payment of tort claims in fiscal year 1959. 


ADMIRALTY CLAIMS 


Admiralty claims include payments under authority of the Admir- 
alty Claims Act and the Maritime Claims Act for claims arising from 
marine accidents and incidents involving vessels of the military de- 
partments. Other than for 2 large claims—l1 expected to be settled 
this year for approximately $500,000 and the other in fiscal year 1959 
for approximately $300,000—the estimate for admiralty claims is for 
claims resulting from normal operations and makes no provision for 
claims which might arise from a major collision. It is estimated that 
$665,000 will be required for the settlement of admiralty claims during 
fiscal year 1959. 


OTHER MISCELLANEOUS CLAIMS 


The other miscellaneous claims category includes amounts for (1) 
the indemnification of the Post Office Department for funds em- 
bezzled or for claims arising from error, loss, or defaleation by un- 
bonded mail clerks and commissioned officers; and (2) for claims for 
damages, arising under training contracts with carriers, caused by 
the negligence of military trainees in accordance with the provisions 
of agreements whereby military personnel are trained by carriers at 
no expense to the Government. The estimate of $27,000 for these pur- 
poses is the same as provided for the current year. 
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SUMMARY 


In summary, the estimate of $18,620,000 for fiscal year 1959 repre- 
sents the best projection which can be made at this time of our require- 
ments for all types of noncontractual claims against the Department 
of Defense. This is $6,620,000 more than the appropriation for the 
current year. Over half of this increase is due to the need to provide 
appropriated funds for claims in Germany. A pproxim: utely $2.1 mil- 
lion is included to cover payments authorized by Public Law 85-255, 
and the balance will provide for anticipated increases in re simburse- 
ments under the NA’TO-SOF and Japanese agreements. 

All payments made under this appropriation are authorized by 
various statutes governing the settIment of claims or by the language 
of this appropriation. F ‘unds not required for these purposes revert 
to the Treasury. No provision is made for any of the administrative 


costs or personnel required to process the claims under this appropria- 
tion. 


PUBLIC LAW 85-255 

Mr. Scrivner. What is Public Law 255? 

Colonel Freeptanp. Public Law 85-255, approved September 4, 
1957, authorized payments to certain commissioned officers or former 
officers of the commissioned services, including widows and legal 
representatives, for losses in pay during the leaner years in the early 
thirties. 

Mr. Scrivner. Thank you. I could not identify it. 

Mr. Maun. Put in the record the appropriate sheet from the 
book of justifications. 


Public Law 85-255 claims: 
Fiscal year 1959___- : 5 $2, 100, 000 


Public Law 85-255, approved September 2, 1957, authorized settlement for 
certain inequitable losses in pay sustained by officers of the commissioned 
services under the emergency economy legislation during the period July 1, 
1932, through June 30, 1934. Payments were denied to certain officers at that 
time by reason of what is considered to have been an improper interpretation 
of section 201 of the Economy Act of June 30, 1932. The Economy Act was 
applied so as to bar increases in pay as a result of promotions for these officers. 
Section 201 of the Economy Act in its application to military officers was in- 
terpreted not only to apply to longevity increases in pay for service or promo- 
tion which were automatic in character, but was interpreted also to apply to 
withhold increases in pay due to actual promotions in rank promotions which 
involved increases in responsibility. 


Mr. Manon. At this point in the record we will insert the tables 
which appear in the justifications. 
(The pages referred to follow :) 


CrLAIms, DEPARTMENT OF DEFENS! 


Approp ialion introduction 


Fiscal year Fiscal year Fiscal year 
1957 1958 1959 
Appropriation or estimate _- ee $11, 000, 000 $12, 000, 000 $18, 620, 000 
Deutschemark support : : 400, 000 UE Oe lokscadecicamels 
Unobligated balance of appropriation —1, $80, 192 —_ 
Total obligations 9, 419, 808 15, 000, 000 18, 620, 000 


25095—58——__6 
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This appropriation provides for the payment of all noncontractual claims 
against the Department of Defense as authorized by law and represents the con- 
solidated requirements of the Office of the Secretary of Defense and the De- 
partments of the Army, Navy, and Air Force. 


Summary of obligations by major category 


| 
} | 








1957 actual | 1958 estimate | 1959 estimate 

Category 2 v a , - 

Amount | Percent | Amount |) Percent | Amount Percent 

Personnel claims__- , a $4, 647, 937 | 49.34 | $5, 600, 000 37. 33 | $7, 782, 000 | 41.79 
EWES CB in ohn cesses ; 4, 451, 588 47.26 | 8, 508, 000 | 56.72 | 10, 146, 000 54. 49 
Admiralty claims- -- : 304, 793 | 3. 24 * 000 | 5.77 | 665, 000 3. 57 
Other miscellaneous claims ___| 15, 490 | 0. 16 | 7, 000 | 0.18 | 27, 000 0.15 
ee ee 9, 419, 808 | 100. 00 15, 000, 000 | 100. 00 18, 620, 000 100. 00 


Personnel claims—Caseload and costs 


1957 actual 1958 estimate 1959 estimate 
Type of claim sii acacia tg eM intense nial Si 
Number Total Number Total Number Total 

Military and civilian personnel -- 18,968 | $3, 415, 655 21, 626 | $4,024, 000 21,757 | $4,071, 000 

Marine casualty- = 2 240 10 20, 000 10 | 20, 000 

Repayment of erroneous collecti ns. 2, 384 188, 890 2, 355 178, 500 2, 210 163, 500 
Correction of military and naval 

records...........- 7 431 | 1,043, 152 562 | 1,377, 500 577 | 1, 427, 500 

Public Law 85-255 claims- zi 3 : ded idan ecpeadiaane 2,867 | 2, 100, 000 

Total_ on : 21, 785 4, 647, 937 24,553 | 5,600,000 | 27,421 7, 782, 000 


Tort claims, caseload and costs 


1957 actual | 1958 estimate 1959 estimate 
Type of claim ee eile cage Fey } uo Biss i ee 
Num- | Total Num- Total Num- Total 
ber |} ber | | ber 


Do Sen ii he saa 




















Federal tort_............... = 4, 197 $598, 763 | 4, 280 | 0,000 | 4,280 | — $600, 000 
Foreign _----- pase bebe sinteadel Ree 953, 037 | 7,850 | 2,000 | 38,350 | 6,090, 000 
Noncombat activities. cok ae 5, 121 892,256 | 6,135 5,000 | 6,135 | 735, 000 
Compromise settlements. ___--- 7 Setais 235 1, 584, 553 285 | 2,625, 000 285 | 2,685,000 
Property damage- ---- ale wuase 9 | 1, 283 9 2, 000 9 | 2, 000 
National Guard activities... ____- = 177 21, 696 | 130 30, 000 130 | 30, 000 
Guam claims. --.--..-- Meiicintianepetkn aaa bede dene adeno 2 | 4, 000 2 | 4, 000 
Subtotal -__- cat asin Ae 4, 051, 588 | 18, 691 | 508, 000 | 49, 191 | 10, 146, 000 
Deutschemark support for foreign claims. () 400,000 | () 3, 8 06 t.-- 2 ee: a 
Rs ic cooks b Seconda seen eae 13, 501 jo 451, 588 | 18, 691 8, 508, 000° | 49, 191 | 10, 146, 000 
—_ —_ ——— $$ _ Ee SS oats =~ mom aemneneen 
! Records are not available on number of claims settled from deutschemark support. 
Admiralty claims, caseload and costs 
1957 actual 1958 estimate 1959 estimate 
i 
Type of claim ; Boa en tne ate Ee ht 
| Num- Total | Num- Total Num-| Total 
| ber | ber | ber | 
cadena ssh niente itcmmisisti —| = niheitons ache eonniietcaaea 
ene CNN ooo 5k Gonacaceune | 156 | $304,793 | 180 | $865,000 180 | $665, 000 





' 
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Other miscellaneous claims, caseload and costs 














1957 actual | -—«1958 estimate 1959 estimate 
Type of claim a oe ~ 5m See eM Se ee i. as oe 

Num-| Total | Num-; Total | Num-| Total 

| ber | | ber | ber | 
andi dnaa nit eaaahi acta , pclae sess aioe Sill ortaaot Gites E ad 
i 

WONG. bn sictwcncnecdsdce ith aaa 30 $15, 490 | 34 | $22, 000 | 34 | $22, 000 
POM COIR, «occ ciccécncccntenaaue lpatek <obdaseosbes seed 1 | 5, 000 | 1 | 5, 000 
WN hs seecsceontaoubscancencaee [30] 15,400] 85 = 27, 000 | 35| 27,000 





OBLIGATIONS FOR CLAIMS 


Mr. Manon. What are your obligations as of the latest date? 

Mr. Wyuie. As of February 28 obligations for claims totaled 
$6,947,014. 

Mr. Manon. I am looking at page 3 of tab 4. You have there in- 
formation with respect to your program for fisc: al 1957, 1958, and 
1959. You have unobligated in fiscal 1957 $1.9 million. Of course, 
you cannot know precisely what will happen in these cases. 

Your request for fiscal 1959 is above fiseal 1958. 

Mr. Wyuie. That is correct, sir. 

Mr. Manon. What do you think will happen in fiscal 1958% Will 
you spend all your money or not ¢ 

Mr. Wy .Ie. ee fiseal 1958 we have obligated over $6.9 mil- 
lion through February 28 of our $12 million, and these payments are 
sure to be made. We have some large claims that are expected to be 
settled during the balance of this year, and usually during the last 
quarter we make more payments, more in this claims appropriation, 
than at any other time of the year. We estimate we will expend very 
close to the $12 million this fiseal year. 


REQUIREMENTS FOR FUNDS 


Mr: Manon. Does the availability or possible availability of excess 
funds represent a temptation toward overspending or anything of 
that kind? 

Mr. Wyrutr. No, sir, because this money is made available to the 
Secretary of Defense for the payment, as authorized by law, of non- 
contractural claims against. the Department of Defense, and_ this 
money is allocated to the military departments based on their require- 
ments for this purpose only. Funds not required for the payment of 
noncontractural claims revert to the Tre pasury. 


Mr, Manon. You think the program is being pretty well handled? 
Mr. Wrute. Yes, sir. 


INVESTIGATION AND REVIEW OF CLAIMS 


Mr. Tuomas. Are these claims developed and screened in the field 
or here? Do you do any screening here? 


Colonel Freeptanp. They are partially settled in the field and par- 
tik lly here. 


Mr. Trromas, I am talking about studied and evaluated and 
investigated. 
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Colonel Freepianp. Files or reports on all claims are reviewed here. 
Those claims settled by our own personnel and reports of those settled 
by foreign personnel in connection with international agreements 
come in to our office and are examined. 


PERSONAL SERVICES 


Mr. Tuomas. Foreign and otherwise, are the claims developed in 
the field and agreed to in the field and transferred here for payment? 
What do you do other than pay? What personnel do you have work- 
ing on this? I do not see any figures on that. 

Colonel Freeptanp. There is no statement in our justification con- 
cerning personnel. 

Mr. Tuomas. I presume by that it is all done in the field. 

Colonel Freepianp. No, sir. All administrative costs are charged 
to appropriations of the military departments. This appropriation 
is for payment of the claims only. 


EXAMPLE OF CLAIMS PROCEDURE 


Mr. Tuomas. Where are the claims developed, where are they eval- 
uated, and where are they investigated? Is it all done in the field? 

Colonel Freeptanp. No, sir. 

Mr. Manon. Give usan example. 

Colonel Freepitanp. We can take the example of a case occurring— 
and there is some variation among the services—in this country in- 
volving use of a military vehicle. 

Mr. Tuomas. If this military vehicle runs over somebody at X 
town, and it is a Marine Corps vehicle, and the plaintiffs want 
$10,000 damage and you are going to give them $875, how do you 
arrive at that figure and who does it? Certainly you do not do it in 
the Secretary’s office. 

Colonel Freepianp. If it is done in the Marines, and I presume it 
is similar to the way it is done in the Army, the claim is investigated 
by local personnel. That is, the incident is investigated even before 
it becomes a claim. Subsequently the claim is filed with the nearest 
military installation. 

If the claim is in excess of $1,000, they would tell him that they 
have no authority to settle claims in excess of $1,000 and that he 
would have to bring suit in the Federal district court. 

If, however, the damage was only slight and was under $1,000 they 
would send him claim forms and instructions as to substantiation of 
the claim. For example, if it were simply damage to a vehicle you 
would have the requirement of an estimate of the cost of repairs, or 
repair bill, which would be examined and, if it seemed reasonable, 
would be sent, in our case, on through the Army area which reviews 
the investigation and claim. If there is anything out of order they 
send it back for additional information or correction. If they find 
it in order the judge advocate of the Army area sends it to the Claims 
Division, Office of the Judge Advocate General, recommending pay- 
ment, and we would review it, adjudicate it, and send the voucher to 
a finance officer for payment. It is reviewed by attorneys in the Army 
area and attorneys in the Claims Division, Office of the Judge Advo- 
cate General. Presumably, when it comes into the Claims Division, 
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Office of the Judge Advocate General, it should be in good shape, but 
we examine it again, thoroughly. 

Mr. Tuomas. The various branches of the services do their own in- 
vestigating in the field, make recommendations for settlement, and 
then it comes into your office for final approval and payment, is that 
right 

Colonel Freeptanp. Yes, sir; as to that particular type of case that 
I mentioned. 


NUMBER OF PERSONNEL HANDLING CLAIMS 


Mr. Tuomas. How many people do you have doing this type of 
work in your office? That is, the Office of the Secretary. 

Colonel Frerpianp. The Secretary of Defense’s Office does not do 
it. 

Mr. THomas. Does not have any people? 

Mr. Wyuie. The military departments adjudicate and pay their 
own claims from funds allocated by the Secretary of Defense under 
this appropriation. About fiscal year 1950 a single appropriation was 
established for claims in the Department of Defense. Pre viously, 
separate appropriations had been made for this purpose to each mili- 
tary de partme nt. At present, estimates for claims are deve loped by 
each military department and are brought together into one package 
in the Office of the Secretary of Defense. We present the consolidated 
requirements for claims to you. 

Mr. Tromas. My next question is: How many people in each of 
the Armed Services devote their time to this? Do you know it? 

Mr. Wyttr. In the Office of the Secretary of Defense we have none. 
We have had only 2 claims in 10 years in the Office of the Secretary of 
Defense. 

Mr. Tuomas. Who handles the funds? Do you not have somebody 
in there? 

Mr. Wyute. I handle the funding, but it represents only a very 
small part of my regular job. 

Mr. Tuomas. Do you have any idea how many people in the respec- 
tive branches here do it? It takes time to write checks and keep 
records and communicate back with the investigating branches in the 
field ? 

General Moorr. Mr. Chairman, I request permission to secure from 
the respective servics and insert in the record at this point the number 
of departmental personnel engaged in the examination and adjudica- 
of the claims for which money is provided in this bill, because we do 
not have it with us this morning. 

Mr. Tuomas. Thank you very much. That will be helpful. What 
I am getting at is this. In private life you put a limitation of 214 
and 3 percent on investigation of the amount claimed. I wonder if 
the armed services come within shooting distance of that limitation. 

General Moore. I would be happy for pm atory purposes to 
include the amount of money allocated from this appropriation to each 
in order that we may determine whether the costs of administration 
is comparable. 

Mr. Tuomas. What part of it goes to the amount of claims, 214 
percent, 5 percent, or what? 
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Mr. Manon. Can you do that? 

General Moore. Yes. 

Mr. Manon. Give us some comparison with respect to your .esti- 
mated expenses in 1959 to your actual in 1957 and your estimated in 
1958. 

(The information referred to follows:) 


Settlements at departmental headquarters under the appropriation ‘‘Claims, Depart- 
ment of Defense’ compared to costs of administration for the fiscal years 1956-59 


| 
Actual, Actual, | Estimated, | Estimated, 


| 1956 | 1957 1958 1959 
Amount of settlements en $5, 409, 137 | $5,977,317 | $6, 984, 000 $5, 886, 700 
Administrative costs - 3 . $196,945 | $199, 601 $211, 600 | $211, 600 
Man-years of military and civilian personnel... number 35 | 36 | 39 39 
Percent of cost of administration to amount of settle- | j 
ments. --_- ...-percent-_-| 3.6 | 3.3 | 3.0 | 3. 1 


j ! ' | 


Note.—Amount of actual settlements for fiscal year 1956 and fiscal year 1957 at departmental headquarters 
represent 62.2 percent and 66.3 percent, respectively, of total claims settled under the claims appropriation 
The estimated settlements for fiscal year 1958 and fiscal year 1959 represent 58.2 percent and 37 percent, 
respectively, of those cl: alms expected to be settled under the claims appropriation. No administrative 
costs are paid from the claims appropriation. Al] administrative costs are charged to appropriations of the 
respective military de partments. 


Mr. Manon. I still do not quite understand what is done in the 
Office of the Secretary of Defense. 

General Moorr. May I explain that off the record ? 

(Discussion off the record.) 

Mr. Manon. Mr. Scrivner. 

Mr. Scrivner. Coming as it does in a lump sum, it is hard to get 
some of the information from the Office of the Secret: ary of Defense 
we might get from the services themselves. 


CLAIMS BEFORE AND AFTER ENACTMENT OF FEDERAL TORT CLAIMS AC 


At one time | served on the House Claims Committee and was so 
serving when the Federal Tort Claims Act became law. I would 
like at this point a statement showing, if there is any way of so doing, 
a comparison between the amounts in similar claims allowed by the 
Claims Committees as compared with the Federal Tort Claims Act. 

In other words, as a result of the Tort Claims Act are the allow- 
ances greater or less and if you can, it is more difficult, at least an 
estimate of the difference in time it takes to satisfy a claim through 
the Tort Claims Act which has to go through court and all that if. it 
is over a thousand dollars as compared with the time it took when 
it came in before the Claims Committee of the House and Senate. 

(The information referred to follows :) 
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Comparison of amounts and processing time required for claims settled for amounts 
over $1,000 prior to and after enactment of the Federal Tort Claims Act 


PRIOR TO ENACTMENT OF FEDERAL TORT CLAIMS ACT 


| | 

Number Amount | Average 

1% claims | paid amount | Average time lapse 
Sach per claim 








294 | \$1, 042,972| $3, 548 | 2 years, 444 months. 
26 78,984 | 3,038 | t year, 64 months. 


| 
| 
| 
«| -<<----- 
| 
! 


d --| (8) |-- amet 
' | 


Department of the Army !_. 
Department of the Navy ?__-.----- eo 
Department of the Air Force.........---- 


AFTER ENACTMENT OF THE FEDERAL TORT CLAIMS ACT (FOR THE PERIOD 
COVERING FISCAL YEARS 1955, 1956, AND 1957) 


Department of the Army---_-- : as aj 348 |1, 824, 948 | 5, 244 | 1 year 7 months. 
Department of the Navy hi 190 |1, 463, 770 | 7,704 | 2 years 5 months. 
Department of the Air Force--_ sires ss nae | 199 /|1, 830, 001 9, 196 1 year 6 months. 


po oeny 





1 sens sents private relief legislation enacted by the 78th a 79th Congresses and some enacted by the 
80th Congress. 


2 For calendar year 1945. 
3 Not applicable. 


GUAM CLAIMS ACT 


Mr. Scrivner. Please also set out in the record some information 
about the Guam Claims Act. That has been hanging fire for a long 
time and some day ought to be cleared up. 

(The information referred to follows: ) 

The majority of claims payable under authority of the Guam Claims Act (28 
U. 8. C. 174) have already been settled; however, there are still outstanding ce1 
tain residual claims which are an obligation of the Government. Claimants have 
been advised of the findings by claims commissions, but some have not accepted 
the findings made in their cases. 

The Department of the Navy reports 27 unpaid claims. A nominal amount of 


$4,000 has been included in the estimates for fiscal years 1958 and 1959 for this 
purpose. 


GERMAN CLAIMS 


Mr. Scrivner. On page 4 of your statement you point out that over 
half the increase of $6,620,000, which would be over $3 million, is due 
to provide appropr iated funds for claims in Germany. 

What is happening in Germany that calls for an increase in claims 
funds there? Do you know offhand or would you have to inquire? 

Colonel FreepLtanp. German deutschemark support has been availa- 
ble and used to pay claims arising out of incidents which occurred in 
Germany prior to July 1, 1957. These claims are still being processed 
and the major portion of claims payments in fiscal year 1958 are being 
made from deutschemark support. However, incidents arising after 
July 1, 1957, which result in claims must be paid in dollars, when ad- 
judicated, since deutschemark support is not available for payment of 
these claims. 

Mr. Scrivner. Do we not have the counterpart funds available in 
Germany? Why can counterpart funds not be used to pay German 
claims instead of appropriated dollars ? 

General Moorr. We will put a complete statement in the record. 

(The information referred to follows: ) 

There is very little United States owned counterpart available in Germany. 


As of March 31, 1958, the Treasury balance in this account (20FT3544) amounted 
to the dollar equivalent of $149,404.76. 
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Under existing law, claims cannot be paid out of counterpart funds unless the 
Treasury is reimbursed in dollars by the appropriation concerned as required 
under section 1415 of Public Law 547, approved July 15, 1952. The United 
States portion of counterpart funds generated after June 30, 1953, is deposited 
in United States Treasury accounts overseas. Government agencies needing 
such foreign currencies to pay United States obligations abroad and certain other 
purposes in the course of their operations purchase it from United States Dis- 
bursing officers with appropriated dollar funds. 

In addition to the counterpart funds that accrue to the United States from 
“defense support” type programs the United States receives local currencies from 
other programs that are often also called United States owned counterpart. 
The programs that generate United States owned local currency that are most 
frequently characterized in this manner are: 

1. Local currencies deposited in payment for surplus agricultural commodities 
sold under section 550 of the Mutual Security Act of 1951, as amended, and section 
402 of the Mutual Security Act of 1954, as amended, are not counterpart funds 
since the local currency received by the United States is a payment by the 
foreign country for United States surplus agricultural commodities purchased. 
Mutual security appropriations are used to finance the export and sale of the 
surplus agricultural commodities that are sold for local currency to foreign 
countries under the provisions of these sections of the Mutual Security Act. 
The local currencies deposited under. these agreements to United States accounts 
must be used to carry out the programs for which the dollars were initially 
appropriated to the mutual security program. 

2. Section 104 of the Agricultural Trade Development and Assistance Act of 
1954, ‘as amended, Public Law 480, covers the provisions for use of local cur- 
rencies received by the United States from sale of surplus agricultural com- 
modities. Section 104 (c) provides that the local currency proceeds may be 
used “to procure military equipment, materials, facilities, and services for the 
common defense.” To ‘date, one Commodity Credit Corporation Charter Act 
agreement and one Public Law 480 agreement have been negotiated with the 
Federal Republic of Germany. The Charter-Act agreement, February 19, 1955, 
was for $5 million in feed grains and the local currency proceeds are being 
used by the Department of Defense for the purchase in Germany of materials 
(OSP) for the construction of bases in Spain. The Publie Law 489 agreement, 
December 21, 1955, was for $1.2 millions of poultry. The equivalent of $1.1 
million of this local currency was used for market development by the Depart- 
ment of Agriculture under the provisions of section 104 (a) and the enuivalent 
of $0.1 million was used for the payment of United States obligations under 
the nrovisions of section 104 (f) of Public Law 480. 

The Department of Defense reimbursed the Treasury Department for the 
local currency used in connection with the Snanish base program. The local 
currency used by the Department of Agriculture for the market development 
program generated under the Public Law 480 agreement was exempt from 
reimbursement by appropriated dollars and the amount used for payment of 
United States obligations was reimbursed from dollar appropriations. There 
is little likelihood that additional Public Law 480 agreements will be made 
with Germany. 


Mr. Scrivner. That concludes my questions, Mr. Chairman. 
CLAIMS UNDER PUBLIC LAW 85-255 


Mr. Forp. I notice in the instifications that you are reanesting $2,- 
100,000 for the payment of claims under Public Law 85-255. Is that 
correct ? 

Colonel Freepianp. Yes. sir. 

Mr. Forp. On what basis has this fieure been determined ? 

Mr. Wytte. That figure of $2.100.000 renresents $777.000 for 1.088 
claims in the Department of the Army and $1.323.000 for 1.779 claims 
in the Department of the Navy. Of course the Air Force would have 
none because they were not in existence at that time. 
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Mr. Forp. Did your Office have any responsibility for the determina- 
tion of the estimated amount of these claims at the time the legislation 
was proposed to the Congress ? 

Mr. Wy ie. No, sir, we did not. 

Mr. Forp. Can you tell me whose office had that responsibility ¢ 
Mr. Wy tie. I do not have the answer to that, but I would be very 
lad to find that out and let you know or put it in the record. 

Mr. Forp. As I recall the committee report on legislation, it was 
estimated the total cost of this legislation would be $1.1 million or $1.2 
million. 

Mr. Wyuie. That is right. 

Mr. Forv. Here we find the difference between the estimate and the 
request for funds is almost 100 percent. It is a most flagrant example 
of poor cost forcasting I have seen in the Department of Defense. I 

would like to have the letter that was included in the legislative report 
put in the record at this point. 

Mr. Forp. I would like to know what office of the Department of 
Defense prepared the estimate and I mean the individual. 

Mr. Wyuier. The information contained in the Senate report at the 
time that this bill w: as presented showed 859 claims for Army for 
$801,649, Navy with 1,338 claims for $501,556, and 36 claims for the 
Marine Corps ton $05 95. That was in the record. 

Mr. Forp. Just about 100 percent wrong as far as total amount 
involved. 

Mr. Wynter. That is about right. 

Mr. Forp. It is the most flagrant example of lack in ability or judg- 
ment that I have seen. In my opinion whoever was responsible for 
the error should be made to account. 

I think it would also be advisable to put in the record at this point 
the complete legislative report on the bill at the time it was submit- 
ted to the House. 

(The report referred to follows:) 


a 
> 


[S. Rept. No. 134, 85th Cong., 1st sess. ] 


The Committee on the Judiciary, to whom was referred the bill (H. R. 293) 
to authorize settlement for certain inequitable losses in pay sustained by officers 
of the commissioned services under the emergency economy legislation, and for 
other purposes, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for the payment to officers, 
former officers, or the widows and legal representatives of such officers who are 
deceased, of amounts which would have been due the officers because of advance- 
ment in rank; but were not paid because of the application of section 201 of the 
Legislative Appropriation Act for the fiscal year ending June 30, 1933. 


STATEMENT 


The payments with which this bill is concerned were denied to certain commis- 
sioned officers of the armed services and were earned by them in the period of 
1932 to 1934. However, despite the fact that these officers were entitled to the 
money because they had received actual promotions in rank with attendant 
increases in responsibility and expense, section 201 of the Economy Act of June 
30, 1982 (47 Stat. 403), was applied so as to bar increases in pay as a result of the 


promotio. This committee is of the firm conviction that this was a clear case of 
injustice. 
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It is of particular importance in the consideration of this matter to note that 
the Department of Defense favors this legislation and has taken the position 
that it does not believe that the Congress intended to impose such inequitable 
burden on the officers affected. In referring to the similar bill H. R. 5888, 
introduced during the 84th Congress the Department of Defense in a communi- 
cation of this committee stated: 

“Enactment of H. R. 5888 would remove an injustice of long. standing: and 
one which was imposed upon officers actually advanced in rank as distinguished 
from those due increases in pay based upon longevity or advancement to the 
next pay period. It is believed that the Congress did not mean to impose 
this inequity on these officers.” 

It is therefore apparent that H. R. 293 would only insure that employees 
discriminated against under the economy legislation will finally receive their 
full statutory pay and then only after the Economy Act reductions were made. 
It applies solely to a small group of officers of the Armed Forces. It appears 
that civilian employees were not discriminated against as were these officers, 
and, as has been observed by the Department of Defense, H. R. 293, has the 
effect of correcting a mistaken or at least an unintended application of the 
law. 

This bill will not establish a precedent for this committee recognizes that 
this is a matter involving a relatively small group of individuals who were 
adversely affected by a provision which apparently was never intended to 
have the effect it was given. Further, under the provisions of H. R. 298 the 
claims of all of those individuals will be finally determined and settled. 

This committee agrees with the Department of Defense that this bill would 
remove an injustice of long standing, and therefore recommends that the bill 
be considered favorably. 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: Reference is made to a report addressed to you, dated 
October 28, 1955, setting forth the views of the Department of Defense on H. R. 
5888, a bill to authorize settlement for certain inequitable losses in pay sustained 
by officers of the commissioned services under the emergency economy legisla- 
tion, and for other purposes. 

That report stated that the Department of Defense opposed the enactment 
of H. R. 5888. However, since preparation of that report, the Department of 
Defense has made further study of the proposal. 

Also subsequently, on April 23, 1956, the sponsor of the bill, Congressman 
Cecil R. King, advised the Department of Defense that certain amendments 
to the bill had been agreed upon in conference which would confine reimburse- 
ment to those officers who were nominated by the President for a higher rank 
and confirmed by the Senate. 

Enactment of H. R. 5888 would remove an injustice of long standing and one 
which was imposed upon officers actually advanced in rank as distinguished 
from those due increases in pay based upon longevity or advancement to the 
next pay period. It is believed that the Congress did not mean to impose this 
inequity on these officers. 

After further consideration of the bill and the amendments proposed thereto, 
the Department of Defense wishes to advise that it has no objection to the enact- 
ment of H. R. 5888 as modified by the proposed amendments. 

It should be noted, however, that no provision has been made in the budget 
of the Department of Defense for fiscal year 1956 or 1957 to cover the cost of 
this legislation if enacted. 

The Bureau of the Budget has advised— 

“At the time of our initial review of the proposal contained in H. R. 5888, 
the Bureau of the Budget concurred in the compelling arguments presented 
in the earlier report of the Department of Defense. To restore certain reduc- 
tions in pay at a time more than 20 years after they were imposed: seems to us 
to be entirely inappropriate. Furthermore, such action would establish a prec- 
edent for the retroactive alteration of other equally restrictive policies con- 
tained in the Economy Acts. 








| 
| 
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“For these reasons the Bureau of the Budget continues to oppose very strongly 
the proposal set forth in H. R. 5888.” 
Sincerely yours, 
LORNE KENNEDY, 
Deputy for Legislative Affairs. 





STATEMENT OF THE RETIRED OFFICERS ASSOCIATION 


The Retired Officers Association, composed of many thousands of retired com- 
missioned officers and warrant officers, Regular and Reserve, male and female, 
of the Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and Geodetic 
Survey, and Public Health Service, appreciates the courtesy of being afforded an 
opportunity of appearing here today to testify relative to H. R. 5888 having to 
do with the proposed settlement of certain inequitable losses in pay sustained by 
officers of the commissioned services under the Emergency Economy Act of 1932. 

H. R. 5888, as introduced, would authorize payments to certain-commissioned 
officers, or former officers, of the uniformed services including widows and legal 
representatives of such officers where deceased, certain increases in pay, to be 
determined in each case by the Comptroller General, which increases in pay were, 
in 1932-34, earned by certain officers of the above-mentioned services but were 
denied to such officers at that time by reason of what is considered to have been 
an improper interpretation of section 201 of the Economy Act of June 30, 1932 
(47 Stat. 403), and section 4 (a), title Ll, of the act of March 20, 1933 (48 
Stat. 13). 

The wording of this bill, H. R. 5888, on page 1 thereof, at lines 6, 7, 8, and 9, 
covers Officers, “who, upon advancement in pay period or rank, did not receive 
an increase in the rates of pay or allowance for any part of the period beginning 
July 1, 1932, and ending June 30, 1934,” ete. 

Attention is especially invited to part of the above working which covers two 
conditions; namely, (a@) advancement in pay period, and (b) advancement 
in rank. In our discussion to follow we shall confine ourselves to the latter 
condition, i. e., advancement in rank, as we consider that provision highly meri- 
torious and feel strongly that relief most certainly should be given to officers 
advanced in rank during the period from July 1, 1932, to June 30, 1934, but who 
were denied the increased pay of the rank to which advanced. Such officers 
not only failed to receive the increased pay of the higher rank to which advanced 
but, on the other hand, were actually compelled to continue under the pay scale 
of their old rank together with a 15-percent reduction of that old pay scale. 

This result was unintentional and was brought about by an unduly harsh 
construction of the law. 

Section 201 of the Economy Act of 1932 required the suspension for the 
fiseal year 1933 of automatic increase in compensation of employees of the 
Government, civilian and military, by reason of length of service or promotion. 
This suspension of automatic increases was continued in effect for the fiscal 
year 1934 by the provisions of the Economy Act of 1933 (act of March 20, 1933; 
48 Stat. 13). 

Had the above-mentioned provisions of law been applied equally to both 
military personnel and civilian employees of the Government, there would be 
no justification for legislation at this time. Such, however, was not the case. 
Certain military officers were subjected to greater losses from their pay than 
were the majority of military personnel and all civilian employees of the Gov- 
ernment, for which losses restitution should now be made. 

Section 201 of the Economy Acts in its application to military officers was 
interpreted not only to apply to longevity increases in pay for service or pro- 
motion which were automatic in character, but, with reference to military offi- 
cers, this section was interpreted also to apply to withhold increases in pay 


due to actual promotions in rank—promotions which involved increases in re- 


sponsibility and brought additional expenses to the officers concerned. 

The same interpretation did not apply to civilian employees of the Govern- 
ment in view of the fact that section 202 of the Economy Acts withheld from 
such civilian employees increases in pay only for administrative promotions, but 
not for promotions in grade. In other words, the comparatively small group 
of military officers who were promoted during the fiscal years 1933 and 1934 
were not only subjected to the pay reductions generally applicable to all em- 
ployees of the Government, civilian and military, but they were required to 
sérve in higher ranks with increased responsibility at the same pay they were 
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formerly receiving, reduced by the general pay reductions imposed upon employ- 
ees of the Government in the interests of economy. 

Sections 201 and 202 of the Economy Acts of 1932 and 1933 are quoted as 
follows: 

“Sec. 201. All provisions of law which confer upon civilian or noncivilian offi- 
cers or employees of the United States Government or the municipal govern- 
ment of the District of Columbia automatic increases in compensation by reason 
of length of service or promotion are suspended during the fiscal year ending 
June 30, 1933; but this section shall not be construed to deprive any person 
of any increment of compensation received through an automatic increase in 
compensation prior to July 1, 1932. 

“Src. 202. No administrative promotions in the civil branch of the United 
States Government or the government of the District of Columbia shall be made 
during the fiscal year ending June 30, 1933: Provided, That the filling of a 
vacancy, when authorized by the President, by the appointment of an employee 
of a lower grade, shall not be construed as an administrative promotion but no 
such appointment shall increase the compensation of such employee to a rate 
in excess of the minimum rate of the grade to which such employee is appointed, 
unless such minimum rate would require an actual reduction in compensation. 
The President shall submit to Congress a report of the vacancies filled under 
this section up to November 1, 1932, on the first day of the next regular session. 
The provisions of this section shall not apply to commissioned, commissioned 
warrant, warrant, and enlisted personnel, and cadets of the Coast Guard.” 

The interpretation which was placed upon section 201 of the Economy Act of 
1932 prohibited increases in pay which resulted from actual promotions in rank, 
Such interpretation and application was never intended by Congress. Section 
202 of the same act prohibited only “administrative promotions” but allowed in- 
creases in pay for promotions from a lower to a higher grade in the civil service. 
The same result was intended by Congress with reference to promotions in the 
military service. 

As a result of having pointed out to it the unfair and apparently unintended 
effect of the unfortunate phrasing of section 201 of the Economy Act of 1932, 
the Committee on Appropriations of the House of Representatives in Report No. 
227 on the independent offices appropriation bill, 1934, in recommending amend- 
ment of that section stated in part: 

“The committee feels that in continuing the general economy legislation for 
the fiscal year 1935 there should not be a total relaxation in the prohibition 
against automatic promotions and that whatever is done continuing the prohibi- 
tion in that respect should be based upon equal treatment to all persons in all the 
automatie groups. The ban upon automatic promotions is, therefore, continued 
for the next fiscal year, modified in one respect to correct an injustice resulting 
more from interpretation than from leaislative intent, the explanation of which 
appears hereinafter. [Emphasis supplied.] 

“It has been brought to the attention of the committee that the existing 
economy legislation denying automatic increases has been constructed as applying 
to increases within the six ‘commissioned’ services upon advancement in rank. 
That is, where an officer passes from a lower to a higher rank, he may have 
the rank but not the pav attached thereto, if the change normally would entail 
a higher rate of pay. Whether the advancement in rank in all cases means a 
change of duties or responsibilities or not, it is fair ot assume that it does and 
it is not believed that it was the intention of Congress to deny the pau the law 
provides for each rank under the conditions applicable in any given case. 
[Emphasis supplied. ] 

“Advancement in rank, under the peculiar and complicated nay law applying 
to the several commissioned services does not always carry with it an increase 
of pay. The length-of-service factor enters into the question. But where, under 
the law. considering such factor, increased rank carries increased pay, the com- 
mittee believes that the spirit and intent of the law, if not the letter. should be 
complied with. That accords with the general practice in civil services where 
officers and employees of the Government who may, under existing and proposed 
economy laws, receive an increase in compensation when that increase is 
incidental to a promotion resulting from the filling of a vacancy from a lower 
to a higher position. [Emphasis supplied. ] 

“Conseauentiu, the section touching automatic promotions which it is proposed 
to reenact has been modified to insure that officers advanced in rank shall receive 
such increase. if anu, as may be attached to the new rank, but limitina the com- 
putation of longevity pay to the number of increments earned as of June 30, 
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1982. Longevity pay falls in the class of automatic increases and the amendment 
does not propose to disturb the suspension of increase normally flowing from the 
length of service. [Emphasis supplied.] 

“The provision dealing with automatic promotions, if reenacted as amended, 
will remove existing inequalities, will avoid discrimination, and will place, as 
near as possible, all officers and employees of the Government—wmilitary, quasi- 
military, and civil—upon an equal footing so far as prohibition of automatic 
increases in compensation is concerned during the fiscal year 1935.” [Emphasis 
supplied. ] 

The history of the original law and the reactions to it clearly point out that 
those receiving pay under military services pay acts suffered reductions in pay 
that were not imposed on others in Government service. The heads of the 
armed services almost immediately invited the attention of Congress to this fact. 

In a letter to the chairman to the Special Economy Committee, United States 
Senate, at the time the extension of the economy legislation to apply to fiscal year 
1934 was under consideration, the then Secretary of the Navy expressed opposi- 
tion to the provisions affecting the pay of officers. He called attention to the 
inequity and injustice of the provisions which prevented officers promoted to 
higher grades, during the life of the legislation, from receiving the pay and allow- 
ances of the grades to which promoted, in addition to barring their receipt of 
increase in pay due to longevity credits. 

Under the date of December 13, 1932, the Secretary of War, in a letter addressed 
to the chairman, Special Economy Committee, United States Senate, expressed 
the following view concerning the above measure : 

“In justice to this small group who are bearing such an unjust portion of the 
economy burden, the War Department appeals to Congress for the adjustment or 
elimination of section 201 of the Economy Act.” 

The Bureau of the Budget early in 1934 also proposed a restoration of auto- 
matic increases in compensation of the personnel of the Army, Navy, and Marine 
Corps. 

Efforts to effect relief as to the condition stated above make such a long story 
that it may, of itself, create a belief in the minds of some who have not looked 
into the matter that either there is no equity in the proposal or that the lapse 
of time makes the whole idea suspect or doubtful. That, we submit, is no reason 
for permitting a clear discrimination and inequity to continue to stand. Earlier 
efforts as to this matter were laid aside during the World War II days, no doubt 
on the theory that more important things demanded attention by the Congress. 

We shall not labor this matter now. We do submit to this committee the 
justice and equity of the proposal and ask action at once to further the passage 
of this highly meritorious bill especially to provide the outlined payments on 
the terms suggested in the measures as to officers advanced in rank in the period 
from July 1, 1932, to June 30, 1934. 

To summarize, it is fair to say that the approval of this bill, with the deletion 
of the words “pay period or,” in lines 6 and 7 on page 1, would merely serve to 
carry out the original intent of Congress in enacting this particular provision of 
law. 

The Retired Officers Association thanks the committee for this opportunity to 
appear and testify on this bill. 


STATEMENT OF Hon. Cecrt R. KING, REPRESENTATIVE IN CONGRESS FROM 
CALIFORNIA 


This bill at long last will afford the opportunity to a small group of officers in 
the armed services to be reimbursed for loss of increased pay during the fiscal 
years 1934 and 1935. This increase was withheld from them by mistake. 

The pay loss was due to misinterpretation of the so-called general economy 
legislation for the fiscal year 1935. “Automatic” pay increases were prohibited 
under it. But that term was construed to apply even to commissioned officers 
promoted and actually confirmed by the Senate. Congress never intended such a 
result. In fact, it corrected the situation prospectively in the Independent 
Offices Appropriation Act for 1935. But Congress overlooked correcting it for 
the 2 previous years. It is to that period only that this bill is directed. 

Even Government civilian employees were favored over these commissioned 
officers. Pay increases to Government civilian employees when promoted in 
grade were specifically required by the economy law. The only increases pro- 
hibited were in those instances of automatic promotions, that is, because of 
length of service. 
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Thus, an Army Captain promoted to the rank of major in July 1932 continued 
to receive only his captain’s pay, even after Senate confirmation. 

The bill does not restore deductions from pay that were required by the 
economy legislation. Nor will it invite further legislation by any Government 
personnel, as no similar situation arose in the administration of that legislation, 
Thus, enactment of the bill will not set any precedent whatever because no 
other class of Government employees were ever so affected. 

In order to conform exactly with the intent of Congress, it has been suggested 
that the bill be amended so as to limit its application solely to officers advanced 
in rank during the period involved. This may be accomplished by eliminating 
the words “pay period or” on page 1. 

As long ago as 1937 the Secretary of War vigorously urged correetion of this 
injustice. Bills to do so have been introduced repeatedly in the Congress. I 
have submitted to this committee copies of a letter I wrote just a year ago 
to the President, and of the reply of his administrative assistant. The latter 
pointed out that “there seems to have been little justification’ for the Economy 
Act provisions which denied increases in pay to officers promoted between July 1, 
1932, and June 30, 1933: that this assessment is supported by the fact that the 
Congress repealed the restriction after it had been in effect only 2 years, 

The Retired Officers Association and others have continuously advocated the 
passage of this bill. Its enactment at this time would be particularly appro- 
priate in the light of the announcement on December 31, 1955, of findings by the 
Department of Defense regarding public attitude toward the military service 
as a career. Among the conclusions drawn from a survey are the following: 

(1) Inadequate financial rewards is one of the greatest drawbacks of a mili- 
tary career ; 

(2) Military services would most likely succeed in their efforts to attract 


and retain the high quality of personnel necessary by increasing financial bene 
ate * * *, 


Mr. Forp. Are all of the claims in under this legislation ? 


FUNDS FOR CLAIMS UNDER PUBLIC LAW 85-255 


Mr. Wyute. Mr. Ford, I do not know that all the claims are in at 
this time in connection with Public Law 85-255. We do not expect 
to pay any of those claims this fiscal year. If you will note, all the 
funds for that purpose are in the estimate for fiscal year 1959. 

Mr. Forp. I appreciate that. That is in your request for fiscal 1959 
although a request was made in the supplemental for the funds for 
fiscal 1958. 

Mr. Wrutr. No, sir. 

Mr. Forp. Am I in error on that? 

Mr. Wy ttre. I believe so, Mr. Ford. 

Mr. Forp. I stand corrected. There was language proposed in the 
supplemental which would have made the payment of these claims 
prover out of the military pay account. 

Mr. Wrttr. That is right because when this law came to my atten- 
tion and the proposed language was placed in the supplemental, we 
felt that the amounts that would have to be paid this fiscal year would 
be so small that it could probably be absorbed within the funds now 
available under the claims appropriations. 

Mr. Forp. I just cannot get over how wrong somebody or some peo- 
ple were in this case. It destroys a lot of faith I had in the Defense 
Department. It is either incompetence or it is a gross example of 
somebody trying to sell the Congress on a program on one figure when 
in realitv they knew it conceivably would be another. 

Mr. Wvrtte. There are other agencies involved also—Coast Guard, 
Coast and Geodetic Survey, and Public Health Service. I do not know 
how those estimates might have been. 
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OBLIGATIONS 


Mr. Forp. What are your obligations to your latest date ¢ 

Mr. Wrute. For claims, sir / 

Mr. Forp. Yes. 

Mr. Wyruie. The obligations through February 28, are $6,947,014. 
Mr. Forp. Out of a total availability of what? 

Mr. Wyte. $12 million. 


POORLY ESTIMATED EXTENT OF CLAIMS UNDER PUBLIC LAW 85-255 

Mr. Forp. The next question is this. It is assumed from page 5 if 
we insert language similar to that submitted in House Document 298 
for the purposes ‘of Public Law 85-255, that we can reduce this esti- 
mate by $2,100,000. Is that correct ¢ 

Mr. Wyuie. We have in our estimate $2,100,000 for those purposes. 
If they are not to be paid under this appropriation the estimate could 
be reduced by that amount, sir. 

Mr. Forp. Mr. Chairman, I just pointed out—and I think you 
would be interested—that at the time this Public Law 85-255 was sub- 
mitted to the House it was estimated in the legislative committee 
report that the total cost would be $1.2 million approximately. We 
now find the total cost in the Army and Navy is $2.1 plus whatever 
the Coast Guard, Public Health Service, and others may pay. I 
have simply used this as an illustration of the complete lacking in 
validity on some of these estimates that are made to the legislative 
committees and how the Congress is kidded into approving something 
on the basis of one figure and when the bill comes up it is ‘about twice 
as much. 


Mr. Manon. I think it is a very interesting and important point. 
CLAIMS COVERED BY INSURANCE 


Do you check to determine if military and civilian claims are also 
collected from private insurance ¢ 

Colonel FreepLanp. We, as part of the claim form, require assign- 
ment of all rights against any third parties. The man certifies he 
has made no claim or if he does he agrees to reimburse us. 

Mr. Scrivner. Mr. Chairman, could I inquire on this? What has 
been the result? Are you collecting anything from insurance com- 
panies as a result of those claims? 

Colonel Freeptanp. Very often we get returns from individuals 
paid by us who subsequently are paid by insurance companies. They 
send us the check endorsed to the Treasury of the United States. 
Often, in submission of the claim, the amount the insurance companies 
pay is deducted, and very often it may cover practically the entire 
claim. 

For example, we have some cases where property is damaged or lost 
in a warehouse. In such instances if there seems to be liability we 
refer the case to our Litigation Division to pursue against the ware- 
houseman or whoever had the contract. 

Mr. Scrivner. We would have to get information as to the results 
of the effect of those claims from somebody besides you. 
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General Moore, at this point in the record could we have a state- 
ment as to what has been done as a result of turning these claims 
against insurance companies over to military counsel for collection 
to see what we recoup ? 

General Moors. We will do that, sir. 

(The statement requested follows :) 


STATEMENT CONCERNING COLLECTIONS FROM INDIVIDUALS AND THEIR INSURERS 


The manner in which recoveries are made from individuals or their 
insurers varies slightly in the military departments, but every claim is checked 
for possible recovery of any portion of the loss before settlement. When an 
insurance company has already made a settlement with the individual the pay- 
ment is deducted from any amount determined to be due the individual by the 
Government. In other instances all rights against third parties are assigned 
to the Government. 

For example, carrier recoveries are effected by the Department of the Air 
Force in the following manner. 

“Air Force Regulation 112-7, which implements title 10, United States Code, 
section 2732 (formerly known as the Military Personnel Claims Act of 1945) 
requires that the owner-claimant must make a written demand on the carrier in 
accordance with the provisions of the bill of lading or other shipping contract. 
As soon as the base claims officer is notified that the claimant desires to file a 
claim, he is required to help the claimant initiate his demand on the carrier. 
If it appears that recovery from the carrier will be made within a reasonable time, 
action by the Air Force on the claim is withheld. Otherwise, the claim is paid 
and the base claims officer is charged with the responsibility of monitoring the 
demand to its conclusion and notifying the approving authority of the final 
results. The carrier recovery effected prior to the payment of the claim by the 
Air Force is deducted from the amount otherwise payable by the Air Force. 
When a carrier recovery is effected subsequent to the payment of a claim, the 
check or draft in the nmount of such recovery is indorsed to the Treasurer of the 
United States and forwarded to the approving authority. In turn, the approving 
authority transmits the check or draft to the disbursing officer who paid the 
claim for credit to the appropriation out of which the claim was paid. 

“When the claimant is unable to effect a carrier recovery and the approving 
authority is of the opinion that such recovery should be forthcoming, the approv- 
ing authority writes to the carrier and sets forth the position of the Air Force 
and requests payment of the carrier’s tariff liability. If the carrier still remains 
firm in his refusal to pay or remains silent, the approving authority turns the 
matter over to the Directorate of Transportation with the recommendation that 
steps be taken to insure that such carrier not be given Air Force contracts if it 
will not accept responsibility for its carrier’s tariff when the liability is clear.” 

The Claims Division, Office of the Judge Advocate General, Department of the 
Army, receives a monthly report of damages to or loss of Government property 
collected in this country and in major overseas commands. These collections 
are made from individuals and from their insurers. Frequently the damage is 
to Government vehicles caused by negligence of the other party. During the 
period April 1, 1957, through March 30, 1958, collections in the amount of 
$205,648.64 have been reported. Between October 1, 1957, and April 9, 1958, the 
Claims Division collected from carriers and insurers $11,028.79 for damage to 
household goods caused to property of military personnel and civilian employees 
while being transported or held in commercial warehouses (title 10, U. S. C., 
sec. 2732). Every claim is checked for possible recovery of any portion of the 
loss. Through the 3-month period January to March 1958 recovery by claimants 
under section 2732 from carriers and insurers have been reported in the 
amount of $21,940.94. 

The Claims Division, Office of The Judge Advocate General, Department of 
the Air Force reports collections from carriers for damage resulting from 
claims presented under title 10, United States Code, section 2732 as follows: 
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Actual collections by the Department of the Navy for the past 3 fiscal years 
for damages to Government property are as follows: 


ET OE Nae scccienssntediikccnlees ogni sheeted ected alate tailing chaadeicneitiantlial $70, 806. 43 
UGE, CURE, Sa ennai cinshe dana icicssesscesencciecealabaniinbasaiiaptanpeicraldiasnaratiiedasaadeasanalagldataal 100, 761. 88 
Wester SORT TON o a ke eae eee 73, 238. 06 


CORRECTION OF RECORDS 


Mr. Manon. Explain the increase for correction of military and 
naval records. You may insert that. 

(The information requested follows:) 

An increase of $50,000 for correction of military and naval records for fiscal 
year 1959 is based on a larger number of applications which have been and are 
expected to be filed, particularly for disability retirement pay, as a result of 
reductions in the strengths of the military departments. Corrections in mili- 
tary and naval records which are recommended by civilian boards in the mili- 
tary departments in order to place an applicant on the retired list with pay 
usually result in claims for larger amounts than for any other purposes. 


FOREIGN TORT CLAIMS 


Mr. Manon. Foreign tort claims are estimated to increase about 
$4.6 million of which $3 million will be because of withdrawal of the 
deutschemark support. What is the remainder for? 

Colonel Freeptanp. Reimbursements to foreign governments— 
Japan, France and other large areas—are expected to increase in 
fiscal year 1959 due to the known backlogs, especially in France. There 
is a considerable time lag from the event leading to the claim, the 
payment of the claim by the foreign government “and its submission 
to us. From our experience so far we feel that there will be an in- 
crease in the payment by these governments, in their submission to us, 
and our necessary reimbursement to them. 

This is our best appraisal of what the requirement will be. 

Mr. Manon. Why did tort claims from the deutschemarks increase 
from $400,000 in 1957 to $3 million in 1958% That is quite a precipi- 
tous rise. 

Mr. Wyruie. To answer that question we do not have records avail 
able on the number of claims that were paid from deutschemark sup- 
port in 1957. 

Mr. Umeparcer. Our problem in providing data on tort and maneu- 
ver damage claims in terms of United States fiscal years arises from 
the fact that the local German defense cost offices actually process 
and adjudicate the claims. During the period since the Federal 
Republic gained its sovereignty, on May 5, 1955, the equivalent of 
approximately $28 million in deutschemark support has been ear- 
marked for the settlement of claims. This covers both tort and 
maneuver damage claims—for which dollar appropriations would 
otherwise be used—and derequisitioning claims arising from the re- 
turn to German owners of property which had been requisitioned 
during the occupation period. 

The German cost offices process the individual claims and ~ ify 
them to the United States Claims Office. The United States Claims 
Office audits and approves them for payment. Then, the German 
Government reimburses itself out of the deutschemark support for 
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75 percent of the face amount of each approved claim. The German 
Government pays the remaining 25 percent of the claims approved. 

We do not have data available in the United States that segregate 
tort and maneuver damage claims from derequisition claims in terms 
of United States fiscal years. The $400,000 shown in the budget 
justification as a comparative transfer for fiscal year 1957 repre- 
sented a rough-cut estimate of the extent of tort and maneuver dam- 
age claims actually processed by the Germans during United States 
fiscal year 1957. 

Mr. Tuomas. Thank you, gentlemen. 

Colonel Freeptanp. Thank you, Mr. Chairman and members of 
the committee. 





Trourspay, Apri 3, 1958. 
RETIRED PAY 
WITNESSES 


J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 
LEROY J. SPENCE, MILITARY PERSONNEL OFFICER, OFFICE OF 


DIRECTOR OF PERSONNEL PLANNING, DEPARTMENT OF THE AIR 
FORCE 


INTERSERVICE ACTIVITIES RETIRED Pay 


Program and financing 


| 
| 1957 actual 1958 estimate | 1959 estimate 


Program by activities: 


| 
1. Nondisability . __| $265, 257, 260 | $301. 000, 000 $338, 662, 000 
2. Temporary disability -..- ; .-| 21,976, 832 21, 795, 000 20, 584, 000 
3. Permanent disability ‘ st 180, 680, 116 | 184, 677, 000 | 188, 103, 000 
4. Fleet Reserve. s ; 41, 734, 232 | 45, 925,000 | 50, 625, 000 
§. Survivors’ benefits 3 | 


1, 135, 569 | 1, 603, 000 


510, 784,009 | 555,000, 000 | 


2, 026, 000 


600, 000, 000 


Total obligations 
Financing: : 
Unobligated balance no longer available 4,215, 991 | 


Appropriation (new obligational authority) --- 600, 000, 000 


' 
| 
| 
mie 2 
515, 006,000 | 555, 000, 000 

| 


Object classification 


1957 actual | 1958 steht 1959 estimate 


12 Pensions, annuities, and insurance claims ; | $510, 784, 009 | $555,0600,000 | $600, 000, 000 


Mr. Tuomas. Gentlemen, we will proceed to the consideration of 
the next item which is “Retired pay.” 

Mr. Wylie, I believe you will make the presentation. 

You may proceed in any manner you desire. 


GENERAL STATEMENT 


Mr. Wyuie. Mr. Chairman and members of the committee, this 
appropriation request is for the necessary funds to provide for (1) the 
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pay of retired military personnel on the retired lists of the Army, 
Navy, Marine Corps, and Air Force; (2) the retainer pay of members 
of the Navy and Marine Corps Fleet Reserves; and (3) payments to 
survivors of retired military personnel pursuant to the Uniformed 
Services Contingency Option Act of 1953. The appropriation re- 
quest represents a consolidation of the estimates of the military de- 
partments for these purposes. It excludes payments to individuals 
who elect. to receive compensation for physical disability from the 
Veterans’ Administration. No provision is made in these estimates for 
expenses in connection with the administration of this program. 


MAJOR CATEGORIES OF PERSONNEL 


Personnel paid from this appropriation are in five major categories ; 
namely, nondisability, temporary disability, permanent disability, 
Fleet Reserve, and survivors’ benefits. 

Nondisability: The nondisability category includes personnel re- 
tired by reason of length of service or age. Substantial increases in 
accessions are expected in this category during the next few years as 
personnel who entered on active duty during and immediately prior 
to World War II become eligible for voluntary retirement after 20 
years’ service. More Fleet reservists are completing 30 years of com- 
bined active service and service in the Fleet Reserve and are being 
permanently retired. In addition, mandatory retirement provisions 
of law and downward adjustments in force levels are causing substan- 
tial gains in this category. Based on the projected estimated average 
of 114,566 nondisability annuitants in fiscal year 1959 approximately 
$338.7 million will be required under presently authorized compen- 
sation rates. 

Temporary disability: The temporary disability category is an 
interim classification for disabled personnel where there is some doubt 
as to the degree or permanency of their disability. Personnel are 
placed on the temporary disability list for a period of not to exceed 
5 years in accordance with title IV of the Career Compensation Act 
of 1949. During this 5-year period physical examinations are required 
at least once every 18 months to determine whether such individuals 
can be rehabilitated and returned to active duty, should be discharged, 
or transferred to the permanent disability rolls. Due to the fact that 
nore persons are completing 5 years in this category than are being 
added, it is estimated that the average number of annuitants will be 
reduced from 11,887 in fiscal year 1958 to 11,207 in fiseal year 1959, 
which, under current. rates, will require approximately $20.6 million. 

Permanent disability: The permanent disability category includes 
disabled personnel who are placed on the permanent disability rolls 
immediately after hospitalization when the degree and permanency 
of the disability can be determined immediately and those transferred 
from the temporary disability rolls. Recent experience shows that 
noncombat casualties of a permanent nature are less than those of pre- 
vious years, and this experience has been given consideration in com- 
puting the estimate. Under current compensation rates as authorized 
by law, it is estimated that approximately $188.1 million will be re- 
quired in fiscal year 1959 based on an average of 70,108 permanently 
disabled annuitants. 
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Fleet Reserve: The Fleet Reserve category includes Navy and 
Marine Corps regular enlisted personnel having 20 but less than 30 
years of service who elect to transfer from active duty to the inactive 
Fleet Reserve. Upon completion of 30 years of combined active serv- 
ice and service in the Fleet Reserve or upon being found physically 
unfit for further military service, such personnel are transferred to 
the regular retired rolls. The estimate is based on adding approxi- 
mately 5,500 enlisted personnel transferring to the Fleet Reserve rolls 
next year and noe approximately 2,500 to the permanently retired 
list for a net gain of around 3,000 in the Fleet Reserve. On this basis, 
an average of 26,164 Fleet reservists has been projected in fiscal year 
1959, which, at currently authorized rates, will require approximately 
$50.6 million. 

Survivors’ benefits: The category “Survivors’ benefits” includes the 
amounts estimated to be required to make payments to survivors of re- 
tired personnel pursuant to the Uniformed Services Contingency Op- 
tion Act of 1953. This act permits members of the uniformed services 
to receive a reduced amount of any retired pay which may be awarded 
as a result of duty in the uniformed services in order to provide one 
or more annuities specified in the act to survivors. Payments to sur- 
vivors during fiscal year 1959 will be less than the amounts which will 
be deducted from the pay of retired personnel. The reductions in 
retired pay are estimated at $6.5 million, whereas payments to sur- 
vivors will approximate a little more than $2 million. 


SUMMARY 


Payments under this appropriation are required by law and any 
funds that are not required revert to the Treasury at the end of the 
year. The amounts included for each of the categories are mathe- 
matical computations of the rates presently prescribed by law applied 
to the best available projections at the time the estimates were pre- 
pared of the number of personnel to be carried on the rolls. 

The estimate of $600 million for fiscal year 1959 does not provide 
for any increase in compensation rates which may be authorized. 
Additionally, it now appears that the strength projections made 
last summer on which these estimates are based are considerably 
under current rates of accession to the retired rolls. This is due to 
the fact that those projections could not anticipate the further reduc- 
tions in the active force levels which were directed later in the fall. 

With the numbers now on the rolls and anticipated accessions 
through fiscal year 1959, it is now expected that the average may be 
closer to 228,900 than the 223,680 on which the budget is based. At 
currently authorized compensation rates, this would require $615 
million instead of the $600 million included in the budget. 

This situation is currently being reviewed. 

There are included as a part of this statement 2 charts showing, 
by major category and by service, the estimated number of annuitants 
initially estimated to be on the rolls as of June 30, 1958, and June 30, 
1959, compared to the actual number of annuitants on June 30, 1957, 
and December 31, 1957, and the most recent projections. 
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DOD MILITARY RETIRED PERSONNEL 


(BY SERVICE) 






Sette 






ACTUAL | PROJECTED aes 98, 335 
93,980 Revised Esotsyevsnunsneneennt® 
‘ Syanennenunsnenseateseersetnts on am 96,445 
oe a acet = 
90,697 92,500 
87,612 ’ 
93,971 
‘ 
87,192 ao ‘ ee rennencncsnseeel 
get 
pe _ awe 90,776 
x qa oe “in Bude? 
yon 84,513 
NAVY 82,212 
78,931 
timat 11,567 
MANENS CORPS | esueeneneneee iets 
9.520 10.115 10,350 In Budget 11,289 
, , 
32,917 
r Estimate , 
saasniafeeanennesensaseroactnnnennnorageseat 
AIR FORCE wu oe oe Tear - i Seta 32,515 
25,622 ’ 
23,811 , 
30 June 31 Dec 30 June 30 June 
1957 1957 1958 1959 
TOTALS 199,874 208,646 214,884 —— In Budget ————- 231,035 


219, 547 —-Revised Estimate — 236,790 
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‘Mr. Tuomas. Thank you, Mr. Wylie. In other words, all of these 
activities are brought together under one appropriation heading now ? 
Mr. Wyute. That is correct. 


JUSTIFICATION OF ESTIMATES 


Mr. Tuomas. At this point in the record we will insert the tables 
which appear on pages 1 through 7 of the justifications. 
(The pages referred to follow :) 


Summary of obligations by major category 











1957 actual 1958 estimate 1959 estimate 
Category - ‘ le en eee a Se ee Re 
| | 
} Amount | Percent Amount Percent Amount | Percent 
- — —_—— =_ oa — _——— —_— — _ _— — — — — a -_——_—_-—-— = -— -- | —_--- —~—= 
1. Nondisability $265, 257,260 | 51.93 | $301,000,000 | 54.23 | $338, 662, 000 | 56. 44 
2. Temporary disability --. | _21, 976, 832 | 4.30 | 21,795,000 | 3. 93 20, 584, 000 | 3. 43 
3. Permanent disability_...-- 180, 680, 116 | 35. 38 | 184, 677, 000 | 33. 28 188, 103, 000 | 31. 35 
4. Fleet reserve. | 41, 734, 232 8.17 | 45,925,000 | 8. 27 | 50, 625, 000 | 8. 44 
§. Survivors’ benefits __ 1, 135, 569 | 22 | 1, 603, 000 | . 29 2, 026, 000 | . 34 
TOG. 2a eas 510, 784, 009 | 100.00 | 555,000, 000 100. 00 600, 000, 000 | 100. 00 
' | i { 
NONDISABILITY RETIREMENTS 
Summary for fiscal years 1957, 1958, and 1959 
7 —— ) noni exis niee die taiiatlliaee apatite ails 
1957 actual | 1958 estimate | 1959 estimate 
| Average Total Average | Total Average Total 
| number number | number 
a 2 ie tl Sa 
1. Regular off cers... ....--. 22,406 | $102, 455, 011 25, 682 | $116,779, 500 | 29,615 | $133,846, 200 
2. Regular enlisted eo keane 48, 905 101, 407, 352 | 52, 182 108, 651, 000 | 55, 360 115, 273, 900 
3. Non-Regular of! cers. .-...- 19, 843 60, 656, 040 | 24, 255 | 74, 669, 000 28, 609 88, 431, 000 
4. Non-Regular enlisted_.._-. 665 738, 857 804 900, 500 982 1, 110, 900 
i OE ee ey ‘ 91, 819 265, 257, 260 102, 923 301, 000, 000 114, 566 338, 662, 000 
Comparison of gains and losses 
I I g 
Number Gains Losses | Number | 
Category on rolls during | during Net on rolls Man-year 
beginning | year | year change | endof average 
| of year | | year 
Actual, fiscal year 1957: | } | 
Regular officers noe | 21, 326 3, 376 467 | 2, 909 24, 235 | 22, 406 
Regular enlisted _ - | 47, 572 4, 594 | 1, 662 | 2, 932 50, 504 48, 905 
Non-Regular officers 18, 112 | 4, 296 520 3, 776 21, 888 19, 843 
Non-Regular enlisted - 601 160 | 36 | 124 725 | 665 
Total.... Eiadkaeeetee 87, 611 12, 426 | 2, 685 9, 741 97, 352 | 91, 819 
Estimated, fiscal year 1958: | | | 
Regular officers 4, 379 | 892 3, 487 27,722 25, 682 
Regular enlisted _. ; | 50, ! | 5, 268 | 2,081 | 3, 187 53, 691 | 52, 182 
Non-Regular officers 21, 888 | 5, 080 | 607 4, 473 26, 361 24, 255 
Non-Regular enlisted. _--| 725 186 | 37 149 874 | 804 
Total oa 5 97, 352 | 14,913 3, 617 11, 296 108, 648 102, 923 
Estimated, fiscal year 1959: | | 
Regular officers ‘ | 27, 722 4, 399 925 | 3, 474 31, 196 29, 615 
Regular enlisted _- cal 53, 691 5, 212 2,118 | 3, 094 56, 785 55, 360 
Non-Regular off cers 26, 361 | 5, 168 | 706 4, 462 30, 823 28, 609 
Non-Regular enlisted - --- 874 244 | 47 | 197 1,071 | 982 


| | 


Ny ictitnsinccicasiciniippints | 108, 648 15, 023 | 3, 796 11, 227 119, 875 114, 566 
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TEMPORARY DISABILITY RETIREMENTS 


Summary for fiscal years 1957, 1958, and 1959 


1957 actual 1958 estimate 


! 
Average | Total 


| 
Average 


1959 estimate 


| Average Total Total 
number } number | number 
1. Regular officers 1,372 $5, 984, 616 | 1,319 | $5,816, 200 1, 193 | $5, 327, 700 
2. Regular enlisted 7, 927 10, 324, 671 7, 902 10, 356, 300 7, 518 | 9, 845, 000 
3. Nonregular officers_-___- 1, 433 4, 316, 197 1, 473 4,475, 400 1, 447 | 4, 424, 000 
4. Nonregular enlisted- 1, 383 1, 351, 348 1, 193 1, 147, 100 1, 049 987, 300 
Total_ : 12, 115 21, 976, 832 11, 887 21,795,000 | 11, 207 | 20, 584, 000 


Comparison of gains and losses 


























Number Gains Losses Number 
Category on rolls during during Net on rolls Man-year 
beginning year year change endof | average 
ol year year 
Actual, fiscal year 1957: | 
Regular officers - 1, 335 332 281 1, 386 1 372 
Regular enlisted _ - 7, 782 4, 059 3, 779 8, 062 | 7, 927 
Non-Regular officers 1, 395 361 302 1, 454 | 1, 433 
Non-Regular enlisted - 1, 432 695 883 1, 244 1, 383 
Total_- : - 11, 944 5, 447 5, 245 12, 146 12, 115 
Estimated, fiscal year 1958: ot 7) | 7 
Regular officers - 1, 386 328 505 (177) 1, 209 1, 319 
Regular enlisted - 8, 062 3, 198 3, 678 (480 7, 582 7, 902 
Nonregular officers__- 1, 454 386 385 l 1, 455 1, 473 
Nonregular enlisted__ 1, 244 487 614 (127) 1,117 1, 193 
RE wkxckocsn ie 12, 146 4, 399 5, 182 (783) 11, 363 | 11, 887 
Estimated, fiscal year 1959: - par ra . f ae 
Regular officers- 1, 209 316 395 | (79) 1, 130 1, 193 
Regular enlisted - 7, 582 3, 113 3, 354 (241) 7, 341 | 7, 518 
Nonregular officers__.__- 1, 455 334 378 | (44) 1,411 | 1, 447 
Nonregular enlisted____- 1,117 347 | 510 | (163) 954 1, 049 
ch ei : 11, 363 4,110 | 4, 637 (527) 10, 836 11, 207 
PERMANENT DIsABILITy RETIREMENTS 
Summary for fiscal years 1957, 1958, and 1959 
a ee ee 7 a se eee cence 
1957 actual 1958 estimate 1959 estimate 
ee ee eo ns a " 
| Average Total | Average | Total | Average Total 
number number | number | 
| | q = 
eA iy RM | af Cae 
1. Regular officers.__._...__- | 12, 293 $53, 335, 932 12,386 | $53, 847, 800 12,428 | $54,073, 100 
2. Regular enlisted__......_.- | 14,616 22, 596,143 | 16,307 | 25, 178, 200 | 18, 224 28, 085, 700 
3. Non-Regular officers_.._._- | 37, 185 103, 332, 391 | 37,381 | 104,039, 000 | 37, 498 | 104, 198, 700 
4. Non-Regular enlisted --..__| 1, 649 1, 415, 650 | 1, 835 | 1, 612, 000 | 1,958 | 1, 745, 500 
ONE 50 Fe | 65,743 | 180,680,116 | 67,909 | 184,677,000 | 70,108 | 188, 103, 000 
| } | 





AC 
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Comparison of gains and losses 














Number Gains Losses Number 
Category on rolls during during Net on rolis Man-year 
beginning year year | change end of average 
of year year 
Actual, fiscal year 1957: 
Regular officers sisal 12, 300 448 416 32 12, 332 12, 293 
Regular enlisted aden 14, 131 2, 090 939 1, 151 15, 282 14, 616 
Non-Regular officers. aes 37, 106 666 490 176 37, 282 | 37, 185 
Non-Regular enlisted _ __- 1, 585 331 159 172 1, 757 1, 649 
en whdetinincea aaa 65, 122 3, « 2, 004 1, 531 66, 653 65, 743 
Estimated, fiscal year 1958: 
Regular officers _. 77 403 74 12, 406 12, 386 
Regular enlisted 2,814 845 1, 969 17, 251 | 16, 307 
Non-Regular officers 649 476 173 37, 455 37, 381 
Non-Regular enlisted 288 136 152 1, 909 1, 835 
I hitter aceite 66, 653 4, 228 1, 860 2, 368 69, 021 67, 909 
Estimated, fiscal year 1959: 
Regular officers. . é 12, 406 412 401 ll 12, 417 12, 428 
Regular enlisted > 17, 26 2. 668 768 1, 900 19, 151 18, 224 
Non-Regular officers _. 37, 45 553 479 74 37, 529 37, 498 
Non-Regular enlisted ___- 1, 90 183 Qs 85 1, 994 1, 958 
Total wat 69, 021 3, 816 1, 746 2,070 71, 091 70, 108 
FLEET RESERVE 
Summary for fiscal years 1957, 1958, and 1959 
1957 actual 1958 estimate 1959 estimate 
Average Total A verage Total Average Total 
number number number 
1. Regular enlisted_:.._. 21, 583 $41, 734, 232 23, 734 $45, 925, 000 26, 164 $50, 625, 000 
Comparison of gains and losses 
Number Gains Losses Number 
Category | onrolls | during during Net on rolls Man-year 
beginning year year change end of average 
of year year 
Actual, fiscal year 1957: Reg- 
ular enlisted _ - . 20, 715 4, 442 2, 562 1, 880 22, 595 | 21, 583 
Estimated, fiscal year 1958: 
Regular enlisted 22, 595 4, 664 2, 867 1, 797 24, 392 | 23, 734 
Estimated, fiscal year 1959: 
Regular enlisted 24, 392 | 5, 474 2, 444 3, 030 27, 422 | 26, 164 


| 


Survivors’ BENEFITS 


Summary for fiscal years 1957, 1958, and 1959 


’ 


1957 actual 1958 estimate 1959 estimate 

7 patios —|—_-____—_—_—— ail alii 
Average Total Average Total Average Total 
number number number 


Sssihstectap dialled lata 949 | $1, 135, 569 | 1, 295 | $1, 603, 000 1, 635 $2, 026, 000 





PO 


Comparison of gains and losses r 
seascape nats eaeioaineniacammmaaneek-sepeaaetiean padaconaenatieananagetebiadachomaaganeealaetanly aimee a 
Number Gains Losses Number 

Category on rolls during during Net on rolls Man-year a 

beginning year year change end of average fi 

of year year g 

ee ee on ee eee ee eee e 
Actual, fiscal year 1957____.... 814 355 41 314 1, 128 949 
Estimated, fiscal year 1958____ 1,128 382 50 332 1, 460 1, 295 
Estimated, fiscal year 1959____ 1, 460 401 50 351 1,811 1, 635 

SOURCE OF PAYMENTS OF DISABILITY PAY S 


Mr. Tuomas. Who handles disability pay of Reserve officers? 
Does the Veterans’ Administration still handle that ? 

Mr. Spence. There is one small segment of disability retired pay : 
currently being paid by the Veterans’ Administration. 

Mr. Tuomas. It is not very small. It runs into money. 

Mr. Srence- That involves the temporary officers who were retired 
for disability incurred in World War I. All other disability retired 
pay for Regular and Reserve officers alike is currently paid from 
the retired pay appropriation. 

Mr. Tuomas. When you put it all under one roof, why did you 
not bring in the World War I veterans? Was it a legislative enact- 
ment, or purely administrative ? 

Mr. Spence. No, sir; it is a legislative enactment. It is based upon 
the law which provides for retired pay. 


INCREASE IN REQUIREMENTS 


Mr. Tuomas. Why the increase here? You jump from $555 
million in 1958 to $600 million in 1959, and of course you have 
| $510,784,009 in 1957. 
: When will you reach the high point, and when will it level off, and 
. what will that high point eventually be? 

Mr. Wrutrr. Well, as far as we can determine right now, Mr. Thomas, 
it will probably be around 1965 or 1966, or somewhere near that period 
of time, when we reach the peak for retired pay. 

Mr. TuHomas. What will the figure be, approximately? It is just 
a question of arithmetic to figure that out; is it not? 

Mr. Wyruir. It will be close to $1 billion. 

Mr. Tuomas. $1 billion will be the total bill, and it will reach the 
peak in about 1965, and then it will take 15 to 20 years for it to 
gradually go downhill again ? 

Mr. Wrute. Yes, sir. 

Mr. Manon. You also must take into account the fact that the pay 
) increase bill will affect this appropriation. 
Mr. Wy ir. The pay increase bill will affect this appropriation, 
Mr. Chairman, and I shall be glad to insert at this point in the record 
a statement with regard thereto. 
(The statement referred to follows :) 


The military pay bill (H. R. 11470) passed by the House, would provide a 
6 percent pay increase for most personnel now retired. The only exception 
is for 3- and 4-star officers (lieutenant generals and generals, vice admirals, and 
admirals) who would have their retired pay computed on the new scales pro- 
vided in the bill for those grades instead of a 6 percent increase. All personnel 
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retiring after the bill becomes effective would receive retired pay based on the 
active duty pay for the grades in which they retire. 

If the bill (H. R. 11470) is enacted in its present form it is estimated that 
an additional $40,403,000 will be required for the retired pay appropriation for 
fiscal year 1959. If it should become effective by May 1, 1958, an additional 
$7,518,000 would be required for the current fiscal year 


OBLIGATIONS 


Mr. Manon. Give us your latest obligation figures. 


Mr. Wytie. Through February 28, obligations for retired pay were 
$367,018,457. 


ADEQUACY OF FISCAL YEAR 1958 APPROPRIATION 


Mr. Manon. Is there an anticipated deficiency or surplus for the 
current year ¢ 

Mr. Wyte. Accessions to the retired rolls so far this year and actual 
obligations and expenditures indicate that the $555 million appro- 
priated for the current year will probably be insufficient. Through 
February 28 there has already been a net gain of 12,147 annuitants to 
the retired rolls, or almost 81 percent of the 15,010 annuitants that 
we had expected to add to the retired rolls this year. This unexpected 
higher rate of accessions has required more funds during the early 
part of the fiscal year than we had anticipated last summer when 
our estimates for fiscal year 1958 were being developed and reviewed. 
It now appears that the strength projections made at that time on 
which these estimates are based are nearly 5,000 below the number 
that will be on the retired rolls by June 30, 1958. Those projections 
could not anticipate the further reductions in the active force levels 
which were directed later last fall. While forced separations are 
adding a substantial number to the retired rolls, more personnel than 
originally estimated are also electing to retire or ccmmalia to the Fleet 
Reserves of the Nav y and Marine Corps. 

Also, there has been an increase in the number of enlisted men 
electing disability retired pay rather than disability compensation 
from - Veterans’ Administration. In addition, a recent Comp- 
troller General’s decision (B-123643, dated March 7 7, 195 8), while 
having no effect on the number of personnel, 1 is expected to increase 
substantially the amounts required. This decision provides that 
officers of the uniformed services retired for physical disability who 
hold a permanent Reserve grade which is hisiee than the temporary 
grade in which they were serving on active duty at time of their retire- 
ment are entitled to retired pay based on the higher Reserve rank. 

The situation is currently being reviewed. “Amounts that will be 
required as a result of Comptroller General’s decision B—123643 have 
not been determined yet. With the numbers now on the rolls and a 
continuous high rate of accessions during the balance of this year, 
requirements, itd any increase in ‘Tetired pay which may be 


enacted by Congress, could possibly exceed the available funds by 
$8 million to $10 million. 
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ADMINSTRATIVE COSTS 

Mr. Tuomas. There is no administrative cost charged against that? 
This goes back to the various services to handle their own administra- 
tive costs ? 

Mr. Wyte. Yes, sir. 

Mr. Tuomas. Do you have any idea what that is? 

Mr. Wyruie. No, sir; we do not. 

Mr. Tuomas. It comes out of the personnel appropriation of each 
agency / 

Mr. Wyvuie. Yes, sir. 

Mr. Tuomas. And you people in the Secretary’s Office really act as a 
coordinating office, and allocate these funds to the various departments 
who do the dispensing of them, and the administrative cost is covered 
in that particular department ? 

Mr. Wyvtte. It is done through their regular personnel offices, and 
pay offices, the same as they do with military pay. 

Mr. Tuomas. I think we have a good record on this item, Mr. Chair- 
man. 

Mr. Manon. Thank you very much, gentlemen. 

Mr. Wrur. Thank you, Mr. Chairman and members of the com- 
mittee. 

Mr. Manon. The committee stands adjourned. 


AMENDMENTS TO THE 1959 BUDGET 


DEPARTMENT OF THE Arr ForcE 


Frioay, Aprit 18, 1958. 
WITNESSES 


MAJ. GEN. FRANK A. BOGART, DIRECTOR OF BUDGET, COMPTROLLER 
OF THE AIR FORCE 


MAJ. GEN. B. J. WEBSTER, DIRECTOR OF PROGRAMS, DCS/PLANS 


AND PROGRAMS 


AIRCRAFT AND MISSILE PROCUREMENT 
, 


DEPARTMENT OF THE AIR FORCE 


f : 
Program and financing 

















{ 
































In budget | Revised esti- | Difference 
mate 
Program by activities: | 
Direct obligations: | 
1. Aircraft....... .| $4, 904, 800, 000 | $5, 223, 500, C00 $318, 700, 000 
Ms ea 1, 728, 100,000 | 1, 831, 800, 000 | ___108, 700, 000 
Total direct obligations 6, 632, 900,000 | 7, 055, 300, 000 | | 492, 400, 000 
Retmbursable eer | 
1. Aircraft __ neiabs 38, 000, 000 | _ 88, 000, 000 
- UE RIN los os nities 6, 670, 900, 000 As alt 093, 300, 000 | 
Financing: 
Unobligated balance brought forward |—3, 3768, 534,000 | —3, 376, 534, 000 
Advances and reimbursements from other accounts. —38, 000,000 | —38, 000, 000 
Recovery of prior year obligations -.---.------| 250,900,000 | —250, 000, 000 = 
Unobligated balance carried forward_....._.......--| 2, 882, 434,000 | 2, 978, 434, 000 | 96, 000, 000 
Appropriation (new obligational authority) -___.__- 5, 888, 800,090 | 6, 407, 200, 000 518, 400, 000 
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Object classification 


Direct obligations 
03 Transportation of things 
07 Other contractual services -.--.- 
08 Supplies and materials 
09 Equipment. ae 
10 Lands and structures. _-. 


Total direct obligations. 
Reimbursable obligations: 
09 Equipment. f ae - 
Total. 


AIRCRAFT AND 


In budget 


$62, 246, 000 | 
371, 510, 000 
144, 062, 000 
6, 022, 282, 000 
32, 800, 000 


6, 632, 900, 000 


38, 000, 000 


6, 670, 900, 000 


Program and financing 





Program by activities: 
Direct obligations: 


1, Weapons, ammunition, and propellents-_ 


2. Vehicular equipment 

3. Ground 
ment. 

4, Ground handling equipment 

. Training equipment 

6. Support equipment and supplies 

7. Base maintenance equipment 

8. Airborne electronics and 
equipment 


Total direct obligations 


Reimbursable obligations: 


communication-electronic 


equip- 


communication 


. Weapons, ammunition, and propellents_ 


l 
2. Vehicular equipment. 
3. Ground 
ment. 
Ground handling equipment- 
. Training equipment... 


on 


6. Support equipment and supplies_ 
7. Base maintenance equipment 
Total reimbursable obligations 
Total obligations......._. ‘i 
Financing: 


Unobligated balance brought forward 


Advances and reimbursements from other ¢ 


Recovery of prior year obligations i 
Unobligated balance carried forward 


New obligational authority - -- : 


communication-electronic 


equip- 


In budget 


conse 


$95, 392, 000 
45, 990, 000 | 


705, 712, 000 | 
3, 455, 000 | 
78, 836, 000 
172, 553, 000 
14, 000 








Ot, 


1, 448, 000 


te 


, 030, 900, 000 


5, 000, 000 
6, 000, 000 


21, 000, 000 
6, 000, 000 
3, 000, 000 
4, 000, 000 
5, 000, 000 


50, 000, 000 


2, 080, 900, 000 


— 391, 092, 178 
— 50, 000, 000 
— 25, 000, 000 

531, 192, 178 


2, 146, 000, 000 | 


6, 441, 270, 000 


Revised 
estimate 


$65, 658, 000 
371, 510, 000 
144, 062, 000 | 


32, 





7, 055, 


38, 000, 000 | 


7, 093, 300, 000 


MissiLeE Support, DEPARTMENT OF THE AIR 


Revised esti- 
mate 


$95, 392, 000 


45, 990, 000 | 


705, 712, 000 
903, 455, 000 
82, 036, 000 
183, 053, 000 
57, 514, 000 







1, 448, 000 | 


rh 


, 074, 600, 000 


5, 000, 000 
6, 000, 000 


21, 000, 000 
6, 000, 000 
3, 000, 000 
4, 000, 000 
5, 000, 000 


50, 000, 000 

2, 124, 600, 000 
— 391, 092, 178 
— 50, 000, 000 
— 25, 000, 000 
537, 192, 178 


2, 195, 700, 000 


Difference 


$3, 412, 000 


~~ 418, 988, 000 


422, 400, 000 


ForRcE 


| Difference 


-+$30, 000, 000 
| +-3, 200, 000 
+10, 500, 000 


43, 700, 000 





‘ 


+6, 000, 000 


+49, 700, 000 
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Object classification 





In budget Revised esti- | Difference 
mate 
DEPARTMENT OF THE AIR FORCE | | 
Direct obligations: 
03 Transportation of things | $27, 000, 000 $27, 150, 000 | +150, 000 
08 Supplies and materials 336, 000, 000 336, 000, 000 | _- 
09 Equipment | 1, 667, 892, 000 | 1,711, 442, 000 | +43, 550, 000 
Total direct obligations - 2, 030, 892, 000 2,074 | 592, ‘000° 43, 700, 000 
Reimbursable obligations: oe 
08 Supplies and materials _- 12, 000, 000 | 12, 000, 000 
08 Equipment---.- 38, 000, 000 38, 000, 000 
Total reimbursable obligations_. 50, 000, 000 80, 000, 000 az 
Allocation accounts: 
07 Other contractual services 8, 000 8, 000 =e 
Total allocation accounts 8, 000 8, 000 
Total obligations. - 2, 080, 900,000 | 2, 124, 600, 000 +43, 700, 000 


Obligations are distributed as follows: 


Department of the Air Forces 2, 080, 892,000 | 2, 124, 592,000 | +-43, 700, 000 
Department of Commerce, Civil Aeronautics | 
Administration._______- 8, 000 8, 000 | 
RESEARCH AND DEVELOPMENT, DEPARTMENT OF THE AIR ForRCE 


Program and 


Program by activities: 
Direct obligations: 


financing 


In budget 


Revised 
estimate 


| 
| 
| 


Difference 


1. Aircraft and related equipment $118, 038,000 | $118, 038, 000 
2. Guided missiles and related equipment-_--_-- 94, 029, 000 103, 029, 000 | +$9, 000, 000 
3. Ammunition and related equipment. - - 6, 520, 000 | 6, 520, 000 | 
4, Other equipment. 77, 021, 000 77, 021, 000 | 


. Military sciences _- 


ul 90, 500, 000 | 








90, 500, 000 | 





6. Operations and management | 332, 892, 000 | 332, 892, 000 | 
Total direct. obligations -- 719, ‘000, 000 | 728, 000, 000 | +-9, 000, 000 
Reimbursable obligations: 
6. Operations and management. 5, 785, 000 | 5, 785, 000 |--- 
Total obligations. | 724, 785, 000 733, 785, 000 +-9, 000, 000 
Financing: 
Unobligated balance brought forward. -| —40, 000, 000 —40, 000, 000 
Advances and reimbursements from other accounts. | —5, 785, 000 —5, 785, 000 |.. 
Unobligated balance carried forward 40, 000, 000 | 40, 000, 000 }_....- 
(Appropriation) new obligational authority. | 719, 000, 800 728, 000, 000 +9, 000, 000 





109 


Object classification 














i‘ iineisg alr ie i | 
| In budget | Revised | Difference 
| estimate 
DEPARTMENT OF THE AIR FORCE | 
| | 
Total number of permanent positions j 22, 684 | 22, 684 | - 
Full-time equivalent of all other positions... 23 | . » Bee 
Average number of all employees. -- i 22, 116 22, 116 Bs 
Number of employees at end of year. . 22, 618 22, 618 
Average GS grade and salary ; 17.4 $5, 595 | 7.4 $5, 595 
Average sal ry of ungraded positions__. $5, 385 | $5, 385 ka 
Personal service obligations: | 
Permanent positions. | $121, 907, 202 se 
Positions other than permanent | 234, 862 
Other personal services__...- 3, 122, 760 
Total personal service obligations 125, 264, 824 | 
Direct obligations: | | 
01 Personal services__- : ; | 124, 836, 477 | 
02 Travel__.- 6, 628, 803 | | 
03 Transportation of things ; 2, 519, 212 bacacinaahd.d 
04 Communication services_____- : 2, 632, 851 | = 
05 Rents and utility services___ a San 13, 290, 051 | 4 
06 Printing and reproduction -_ weal. sakes 952, 995 | 5 | ; ea 
07 Other contractual services 4 . 469, 382, O86 478, 382, 086 | +-$9, 000, 000 
Services performed by other agencies ; | 20, 000, 000 | 20, 000, 000 | 
0&8 Supplies and materials.......__- : ibaa 41, 799, 042 41,799,042 |__ ¥ 
09 Equipment ; ’ : | 29, 049, 503 | 29, 049, 503 | = 
11 Grants, subsidies and contributions | 7, 639, 167 TGRES? Wa ce he. 
13 Refunds, awards and indemnities 301, 050 301, 050 | oe 
15 Taxes and assessments. | $1,105 | ei al cites wit 
Subtotal Sceteid Salctoek : _..| 719,112,342 | 728, 112, 342 +9, 000, 000 
Deduct quarters and subsistence charges wonl 112, 342 112, 342 da 
icancnpndatiininntie : seaiaine 
Total direct obligations ____- cna ciaiplaee taal 719, 000, 000 728, 000, 000 | +-9, 000, 000 
Reimbursable obligations: | | 
ee, aa 428, 347 | ee a 
02 Travel | 377, 994 | 377, 994 
03 Transportation of things } 49, 487 49, 487 
04 Communiention services 702, 946 702, 946 


05 Rents and utility services 
(6 Printing and reproduction 
07 Other contractual services 
Services performed by other agencies 
08 Supplies and materials 
11 Grants, subsidies and indemnities 


347, 949 | 
9, 520 
837, 980 
436, 724 
2, 582, 265 
11, 788 


Total reimbursable obligations 5, 785, 000 


"733, 785, 000 4-9, 000, 000 





Total obligations 


Mr. Stxes. The committee will come to order. 

General Bogart, you are here this afternoon to present witnesses 
to discuss the amendment to the fiscal 1959 budget, which is contained 
in House Document No. 364; is that correct ? 

General Bogart. That is correct, sir. 





CC, eee 


110 


Mr. Sixes. We will at this point insert the pertinent parts of 

House Document 364: 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 2, 1958. 
THE PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration amendments 
to the budget for the fiscal year 1959, involving increases in the amount of 
$1,455,747,000 for the “Department of Defense—Military functions,” as follows: 


Department of Defense— Military functions 





| 
Budget Heading Original | Change to— Increase 
page estimate | | 
aii deity ae I 
OFFICE OF THE SECRETARY OF DEFENSE | | 
| i 
| | | 
443 ADVANCED RESEARCH PROJECTS ACENCY 
| 
| 
Salaries and Expenses-_-_-- : | Gee OOO, OO 1..4..-5-4.5..4.. [ncoensmmansncasi 


(Delete this heading and the paragraph | 
thereunder and substitute the following:) 


ADVANCED RESEARCH PROJECTS 


Salaries and Expenses. beecwe : 
[The Secretary of Defense is authorized to 
transfer not exceeding $10,000,000, to remain 
available until expended, from any appropria- 
tion available to the Department of Defense 
for the current fiscal year] For erpenses neces- | 
sary for such advanced research projects as 
[he] may [designate] be designated and [de- | 
termine] determined by the Secretary of Defense, | j 
$520,000,000, to remain available until expended: 
Prorided, That such amounts as may be de- 
termined by the Secretary of Defense to have | 
been made available for related programs in 
other appropriations available to the Depart- 
ment of Defense during the current fiscal year 
may be transferred to and merged with this 
appropriation to be available for the same | 
purposes and time period: Provided further, | 
That such amounts of this appropriation as | 
| may be determined by the Secretary of De- | 
fense may be transferred to carry cut the pur- | 
poses of advanced research to those appropria- | 
tions fo~ military functions under the Depart- 
ment of Defense which are being utilized for 
related programs, to be merged with and to be 
available for the same time period as the appro- 
priation to which transferred. | 


$520, 000, 000 $180, 000, 000 


} 
| 





DEPARTMENT OF THE ARMY 


471, 000, 000 | 498, 700, 000 27, 700, 000 


455 Research and development 
j 218, 106, 000 


456 | Procurement of equipment.and missiles_......| 1, 405, 000, 000 1, 623, 100, 000 





DEPARTMENT OF THE NAVY 


473-474 | Aircraft and related procurement--_._...--- | 2, 069, 105, 000 2, 092, 595, 000 | 23, 490, 000 
475 | Aircraft ard facilities ae 840, 548, 000 | 844, 008, 000 3, 460, 000 
476 | Shipbuilding and conversion. _- ...-.| 1,381,000, 000 1, 587, 800, 000 206, 800, 000 

476-477 | Ships and facilities FS ie aati 789, 238, 000 790, 738, 000 1, 500, 000 
478 | Procurement of ordnance and ammunition. , 563, 835, 000 | 103, 600, 000 
481 | Research and development 750, 085, 000 109, 040, 000 
483 | Servicewide operations iad 118, 214, 000 | 4, 957, 000 








| DEPARTMENT OF THE AIR FORCE | 


498 | Aircraft and missile procurement__. , 5, 888, 800,000 | 6, 407, 200, 000 | 518, 400, 000 
499 | Aircraft and missile support_- 2, 146, 000, 000 | 2, 195, 700, 000 49, 700, 0CO 
500 | Research and development.. 719, 000, 000 728, 000, 000 9, 000, 000 


These amendments are to provide additional funds for procurement of missiles, 
aircraft, and ballistic missile submarines, acceleration and expansion of re 
Search and development programs, and modifications of other high priority 
defense programs. 
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I recommend that the foregoing amendments to the budget for the fiscal year 
1959 be transmitted to the Congress. 
Respectfully yours, 
Maurice H. STAans, 
Director of the Bureau of the Budget. 

Mr. Sixes. Would you proceed to present your witnesses ¢ 

Mr. Fioop. Off the record. 

(Discussion off the record. ) 


GENERAL STATEMENT 


General Bocarr. Mr. Chairman and members of the committee, our 
purpose here today is to explain to the committee the details of our 
request for amendments to the fiscal year 1959 budget, totaling $577.1 
million in new obligational authority. 

It will be recalled that in the course of earlier hearings, on both the 
fiscal year 1959 budget and the fiscal year 1958 supplemental, the 
committee was apprised of the possibility of further requests for 
fiscal year 1959, if such requests were warranted as a result of our 
continuing evaluation of Air Force requirements, as determined in 
relation to existing and potential threats, technological developments, 
and contracting capabilities. We have now reached the point where 
we feel that additions to the fiscal year 1959 budget are required for 
four Air Force programs. 

The first chart shows the distribution of the required additional 
new obligational authority and its effect on the fiscal year 1958 budget, 
by appropriation. Military construction requirements are included 
as a matter of information, to reflect the total required amendments 
to the budget, which aggregate $614 million. 


DEPARTMENT OF THE AIR FORCE 


Summary of additional fiscal year 1959 new obligational authority requirements 
by appropriation 


[Millions of dollars] 


Fiscal year 1959 


Appropriations 


Budget | Amendment Revised 

document | estimate 
Aircraft and missile procurement 5, 888.8 | 518. 4 | 6, 407.2 
Aircraft (4, 064. 5) (398. 7) (4, 463. 2) 
Missiles (1, 824. 3) (119. 7) (1, 944. 0) 
Aircraft and missile support 2, 146.0 49.7 2, 195. 7 
Operation and maintenance 4, 100. 0 4, 100.0 
Military personne! 3, 737.0 3, 737.0 
Research and development 719.0 9.0 728. 0 
Reserve personne] 50.5 50. 5 
Air National Guard . 1 247.7 1 247.7 
Preparation for sale or salvage of military property 12.0 12.0 
Military pay increases_. 2 188.0 | 2 188.0 
Subtotal 17, 089.0 577.1 17, 666. 1 
Military construction 2 955.0 2 36.9 2991.9 
Total ; 18, 044.0 614.0 | 18, 658. 0 


' Includes $9.6 million for Air National Guard construction proposed for later transmission. 
? Proposed for later transmission. 
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B-52 AND KC-135 PROGRAMS ts 
At the time we presented our fiscal year 1958 supplemental esti- a 
mates, the decision was still open as to whether we would terminate fF 

B-52 production with delivery of the 603 aircraft which have been 

contracted for, or request funds for continuation of production at a 
sustaining r ate. d 
It has now been decided to request additional funds for continued ¥ 
production of B-52’s and supporting KC-135’s in the accepted 3 bomb- f 
ers to 2 tankers ratio. The request now before you includes $423 mil- ti 
lion for this purpose. Of this amount, $398.7 is required in the “Air- " 

craft and missile procurement” appropriation and $24.3 in “Aireraft 
and. missile support.” e 
Mr. FLoop. How many B-52’s are in a wing? < 
General Bocarrt. 45, sir. t 
The $398.7 million will permit us to contract for 39 more B—-52’s and f 
26 more KC-135’s in our fiscal year 1959 program. This will keep the c 


center line of the B-52 production plant in operation at a sustaining P 
rate, thus insuring us a reorder capability with fiscal year 1960 funds, ‘ 
should a decision be made in the meantime for further production of 
these aircraft. The maintenance of that capability during the ICBM 
development period is vitally important. 

The $24.3 million in “ Aircraft and missile support” will prov ide for 
the various items of specialized ground handling, servicing, training, 
and test equipment which are necessary to support the additional air- 
craft. This specialized equipment is utilized at depots and airbases to 
prepare the aircraft for training or combat, for service and mainte- | 
nance, and for the protection of aircrews and aircraft. 


HOUND DOG MISSILE PROGRAM 


Further to increase the capabilities of our heavy bomber force at an 

rege es date, we are requesting an additional $91 million for the GAM- 
(HOUND DOG) program. 

“The additional funds consist of $74.7 million in “Aircraft and mis- 
sile procurement” and $16.3 million in “Aircraft and missile support.” 
These added resources will enable us to procure more of these missiles 
in our fiscal year 1959 program than are provided in the present fiscal 
year 1959 budget, and will result in the planned equipping of B-52 
squadrons with this important defense penetration aid earlier than 
would otherwise be possible. 


i SOLID PROPELLENT BALLISTIC MISSILE PROGRAM 


We have included $50 million in our request for an accelerated in- 
tensive development program for components such as engines, guid- 
ance, and nose cone of a solid propellent long-range ballistic missile. 
oon development will provide a firm basis to insure an all-out hard- 


rare development program to provide an effective solid propellent 
ICBM weapon system. 


The additional funds requested, which include $45 million in “ Air- 
raft and missile procurement” and $5 million in “Aircraft and mis- 
sile support,” will be used to accelerate the development effort on these 
critical components to the extent that it is now considered feasible 
within the present state of technical capabilities. We consider it essen- 
tial that such acceleration of design and development work be under- 
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taken in order that we may at the earliest date possible demonstrate the 
feasibility of solid propellent missiles for ultimate operational weapon 
system utilization. 


TITAN PROGRAM 


Some months ago, when additive “package” requirements were un- 
der consideration, one of the requirements stated by the Air ae 

was for supplemental fiscal year 1958 and additive fiscal year 1959 
funds to accelerate our TITAN ICBM program. As we explain 
to the committee in the January hearings on the fiscal year 1958 sup- 
plemental, this was not approved at that time. 

The program has been under continuous active consideration, how- 
ever, and it has now been determined that an additional $50 million 
should be requested for acceleration of the fiscal year 1959 segment of 
the TITAN program. Of this total, $36.9 million will be added to our 
fiscal year 1! 959 supplemental request of $955 million for “Military 
construction” which is to be presented tater, while $4.1 million for 
“Aircraft and missile support” and $9 million for “Research and de- 
velopment” are included in our present request for amendments to the 
fiscal year 1959 budget. 

The $4.1 million will be used for design and development of ground 
support equipment essential to the TITAN program, all designed to 
operate within the hard-base concept of operations for this “missile 
system. The $9 million for “Research and deve lopment” will provide 
for necessary research and studies, within the TITAN program, to 
exploit the potential of storable liquid propellants for operational 
missiles. It will also provide for acceleration of inertial guidance and 
nose-cone solutions, which are necessary to the attainment of opera- 
tional capability with the TITAN missile. 

The additive “Military construction” funds will be incorporated in 
our regular military construction supplemental request which will be 
presented to the Military Construction Subcommittee. These funds 


will:provide for construction in hard-base configuration of operational 
facilities for the TITAN program. 


SUM MARY OF FISCAL ASPECTS OF REQUEST 


By way of summary, the following table sets forth our additive 
new obligational authority requirements by program and by appro- 
priation account. 


DEPARTMENT OF THE AIR FORCE 


Fiscal year 1959 amendments to budget document—-New obligational: authority 


{Millions of dollars] 


| 


} 
Aircraft Aircraft | Research | Military 
Programs and missile | and missile | and devel- | construe- Total 

procure- | support opment tion \ 

ment | | 
ae Se Seneresntninite)| ocimemantemaspentionsailh immense a neetebebaiil saSu 

| | | 
B-52 and K C-135 398.7 | 24.3 |} 423.0 
Guided air missile-77 (Hound Dog) -__-. 74.7 16.3 t 91.0 
Solid propellant ballistic missile 5.0 5. 0 50. 0 
Intercontinental ballistic missile (TITAN) 4.1 9.0 36.9 | 50.0 
Subtotal 518.4 49.7 | 9.0 36.9} 614.0 

Less funds to be included in supplemental re- 
quest rs 36.9 36.9 
otal, this request... = 518. 4 49.7 9.0 0 77.1 

| 


ee 


| 
i 
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The following table shows the effect of the requested amendments 
on our planned obligational program for fiscal year 1959, by appro- 
priation. In total, $475.1 million of the additive new obligational 





























authority will be obligated during fiscal year 1959 and our end fiscal * 
= : ‘ . a cans ‘ 
year 1959 unobligated balance will be increased by $102 million, both 
figures exclusively of “Military construction.” 
3 ms 
DePARTMENT OF THE AIR FORCE ta 
Effect of fiscal year 1959 amendment on obligations to be incurred during fiscal year be 
1959 unobligated balances end fiscal year 1959 
{In millions] = 
ce 
Estimated obligations Unobligated balances end $ 
fiscal year 1959 m 
Appropriations f 
( 
Budget Budget 
document Revised document Revised 
angen ee p 
Aircraft and missile procurement... _________--- $6, 670 9 $7, 093. 3 $2, 882. 4 $2, 978. 4 tl 
Aircraft and missile support_._____._- Re 2, 110.9 2, 154.6 531.2 537.2 
Operation and maintenance.-__-_-___-- — 4, 353.9 Bee OE cistinds nina capa haiti te 
Military personnel. _____......-.____-. ; 3, 763.3 3, 763. 3 }......- 5 csigps itn Seacoast b 
Research and development_-- wlelee je 724.8 733. 8 40.0 40.0 ' 
Reserve personnel.._..-.......-..--. : etait 50. 5 DR lopndscipbaenthctantepediieeeads u 
Air National Guard._-____- pobt ins Ad 247.8 BD Pi cccuae sale anndddabubbiy 
Preparation for sale or salvage of military g 
i itkinsasksabodbennaskenanedicn ated 12.0 age lutpiachdreate wocbiidedid 
Beaman pay Snerenne.. . 2. seas ee 188. 0 BRO 4s5.553i6560- eunne 
en dc, Ltt pect toy 18, 122.1 18, 597. 2 3, 453. 6 3, 555.6 
Military construction....._.._.___. ame 1, 143.0 1,179.9 | 267. 0 267.0 E 
Total... BiSiaalstienlsis 19, 265. 1 19, 777.1 | 3, 720.6 3, 822.6 
) OBLIGATIONS AND UNOBLIGATED BALANCES 
| Mr. Fioop. Would you take a pointer and go to that chart, General 
Bogart, please? That isan important chart. 
General Bogart. Yes, sir. ~ 
Mr. Fioop. Would you do that for us at this point, and take us A 
through that chart ? 0 
General Bocarr. Yes, sir. : 
eo ae ae e 
On obligations, sir, by appropriation, we show the column “Budget I 
document” which is the regular fiscal year 1959 request. We showed P 
$6,670,900,000 as our obligations for “aircraft and missile procure- 
ment” for fiscal year 1959. With the change, this will become d 
$7,093,300,000, and so on, for each of these appropriations. ‘ 


Mr. Fioop. When you say “with the change,” you mean with this 
; amendment or whatever it is ? as 
) General Bocarr. Yes, sir. Therefore, the total including the mili- - 
tary construction, will bring about a change from $19,265.1 million in 
obligations to $19,777.1 million, and in unobligated balances, with only 
three appropriations in the regular budget and the military construc- 
tion supplemental affected, we change from $3,720.6 million to $3,- 
822.6 million in our unobligated balance; a difference of $102 million. 
Mr. Fioop. And military construction is out of it in this bill as far 
as this subcommittee is concerned 4 . 
General Bocarr. Excluding military construction, it goes from 
$3.4 billion to $3.5 in unobligated balances, sir, and here [indicating] 
from $18.122 billion to $18.597 billion under obligations. 
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EXPENDITURES AND UNEXPENDED BALANCES 


The following table, sir, shows the expenditure situation and here 
we reported a total of $18.736 billion expenditure against the regular 
fiscal year 1959 request. 

Our revised figure including, of course, military construction, will 
now be $18.893 billion. The bill under consideration, excluding mili- 
tary construction was $17.399 billion, and with the amendment would 
be $17.545 billion. 

Our unexpended balances at the end of fiscal year 1959 in the bill 
under consideration were reported at $13.898 billion, and that be- 
comes $14.329 billion. Including military construction, it goes from 
$15,249 billion to $15.706 billion. Our expenditure i increase, ‘including 
military construction, is estimated at $157 million, which is the dif. 
ference between these two figures | indicating]. 

On the expenditure side, the table reflects the changes, by appro- 
priation, that will be made in our expenditure forecasts as a result of 
the amendments to the budget. In total, and again excluding mili- 
tary construction, our fiscal year 1959 net expenditures will increase 
by $145.9 and our end-fiscal year 1958 unexpended balance will go 
up $431.2 million. Of the latter amount over 75 percent will be obli- 
gated at the fiscal year end. . 


DEPARTMENT OF THE AIR FoRCE 


Effect of fiscal year 1959 amendment on expenditures to be incurred during fiscal year 
1959 and unexpended balances end of fiscal year 1959 


{In millions] 


Estimated expenditures | Unexpended balances end 
| fiscal year 1959 
Appropriations 


Budget | Budget 
document Revised | document | Revised 

Aircraft and missile procurement $6, 622.0 | $6, 747.0 $9, 554. 2 | $9, 947.6 
Aircraft and missile support 1, 727.0 1, 741.6 2, 522.0 | 2, 557.1 
Operation and maintenance 4,068.0 | 4, 068.0 881.0 | 881.0 
Military personnel 3, 740.0 | 3, 740. 0 109. 6 109. 6 
Research and development 730.0 | 736. 3 414.1 416.8 
Reserve personnel P 49.0 | 49.0 9.3 | 9.3 
Air National Guard | 238.0 | 238.0 | 104. 2 104. 2 

Preparation for sale or salvage of military prop- | | 
erty. 12.0 12.0 | 1.9 1.9 
Military pay increases 184.0 | 184.0 | 4.0 | 4.0 
Miscellaneous accounts. 29.0 | 29.0 298.3 | 298.3 
Subtotal--- 17, 399.0 | 17, 544.9 | 13, 898.6 | 14, 329.8 
Military construction. 1, 337.0 | 1, 348.1 | 1, 350.9 1, 376.7 
Total_- 18, 736.0 | 18, 893.0 15, 249. 5 r 15, 706. 5 


CONCLUSION 


The programs which I have discussed, as well as others, will continue 
to be reevaluated, in order that we may be promptly responsive to such 
future developments as may influence our plans and operations. 

It appears at the present time, however, that provision of the funds 
requested in the President’s budget, plus those now being requested, 
will enable us to go forward with presently planned programs with- 
out further requests for fiscal year 1959 funds during this session of 
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the Congress, other than supplementals which were provided for in the ( 
President’s budget for construction and pay adjustment costs. 


Weare prepared now to discuss these additive requirements in such 
detail as the committee may desire. 


MILITARY PAY INCREASE 


Mr. Fioop. The military pay increases, I suppose, is what you call 
pay adjustment cost ? 
| General Bogart. Yes, sir. 
| Mr. F oop. Is that figure predicated upon the bill which passed the 


Gh @aet Gentian’ 22 


House ? 

General Bogart. No, sir; the estimate which we had in the budget 
document, sir, was to cover the Department of Defense bill as pre- 
sented. 

On the basis of the Kilday bill as passed by the House, this figure 


will approximate, for us, $232 million. I believe that is the correct 
figure, sir. 


Mr. Forp. That figure there is $184 million. 
General Bocarr. $184 million, sir, for expenditures against the 
DOD bill. 


CONTINUOUS REEVALUATION OF PROGRAMS 


Mr. Srxes. You have given us a constructive statement, General 
Bogart. However, I would like more information on the conclusion 
that you gave at the end of your statement in which you said that the 
programs will continue to be reevaluated. 

Now, will you please elaborate upon what that might mean? Does 
that indicate, for instance, that you may come back and say “we do 
not need quite this much money,” or do you think the reevaluation, 
if there is one, would be on the side of an increase? 

General Bocarr. I feel, sir, that any reevaluation here would have 
to be on the side of an increase because what we are doing in this partic- 
ular request is holding to really a development-type program in the 
principal areas that we are worried about. f 


SOLID-PROPELLENT ICBM 


For example, the solid-propellent ICBM is one of those programs. 
What we are asking for here is sufficient funds to carry the develop- 
ment to the point where we can be sure that we can go for a weapon 
system and that it will really work as a weapon system. If this should 
show greater promise, or if the scientific people should decide that 
it is possible to move this into production sooner, we would have to 
come back and ask for preproduction funds in order to attain the 
earliest possible capability. 

This was the way this program was originally planned, as a high- 
risk production type program. However, it is not so set up at the 
present time. This provides for a development effort first, and if we 
could speed this up, by all means we would like to do so. 

There might be a corollary to that, although I cannot see how it 
would affect the 1959 funds at the moment, and that is if we did go to 
a high rate of production effort on the solid propellent, we would cut 
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off at some point on the liquid propellent programs, but probably not 
until we have run out the 1959 program. 


TITAN PROGRAM 


Now that same reasoning, I believe, would apply to TITAN. Here 
we are worrying about ground-support equipment. We had originally 
lanned a somewhat larger augmentation of this program, but we 
ave a question here on storable liquid propellents, and therefore our 
problem is to just what configuration we have to use for the con- 
struction and what ground support equipment we have to use. 
Mr. Fuoop. This ha: solid propellent ballistic 
missiles program is to be found on pt age 3 of your statement. 
General Boa. arT. Yes, sir. 
Mr. Fioop. I have reference to the TITAN program on page 3, plus 
what you are just telling Mr. Sikes. 
General Bocarr. Yes, sir. 
Mr. F.oop. Those are interrelated, and they are inseparable; are they 
not? 





REORIENTATION OF MINUTE MAN PROGRAM 


General Bogart. No, sir; the solid propellent program is the one 
that we referred to previously as the MINUTE MAN program in our 
Air Force discussion of this. 

Mr. Foon. I see. 

General Bocarr. This has been reoriented toward a national solid 
propellent development, and we are carrying a part of it. 

This is what I say: 

If it moves faster than it looks as though it would move at the 
present time, we might go into heavy production on that. 


ANTICIPATED BREAKTHROUGHS 


Mr. Sixes. Do you anticipate that there may be breakthroughs in 
the fields that you have enumerated which would justify a greater 
expenditure than is provided for by this budget ? 

General Bocarr. That is correct, sir. 

Mr. Fioop. Of course, if there are, you will save both the time and 
the money on the storage of liquid propellents for the TITAN 
program ¢ 

General Bogart. It might be; yes, sir. 

Mr. Fioop. It will be. 

General Boaarr. Not necessarily, sir, because we do have to have 
a capability and this is based upon a time-phased requirement, you 
see, and it depends upon how soon you can bring the other one in and 
just when you cut the program off for ATLAS and TITAN. I do 
not believe that the 1959 funds could be cut off because of lead time. 


AMOUNTS REQUESTED BY AIR FORCE 
Mr. Sixes. General Bogart, did the Air Force ask for a greater 


amount than has been requested here in any of the fields that you have 
cliseussed ¢ 
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General Bocarr. Yes, sir; we did. In fact, in all of these pro- 
grams we initially asked for considerably more funds than we are 1 
now requesting. 


Mr. Srxes. Was the reduction made by the Secretary of Defense, or | 
by the Bureau of the Budget ? | 


REVIEWS OF FISCAL YEAR 1959 AMENDMENT | 

§ 

General Bocarr. Sir, the major part of this reduction was made as | 

a result of a tri-service review that was carried out by the Joint Chiefs | 


of Staff, and the major part of the cut was made at the Secretary of 
Defense level. 
There was some adjustment after it went to the Bureau of the 


Budget. 
Mr. Srxes. Was that a great or a slight adjustment ? } 


General Bocarr. It was a relatively slight adjustment, sir, of about 
a little over $100 million. This was pretty largely a matter of cut- 


ting these back to bare bones so far as keeping the development going 7 
was concerned. | 


LIST OF ITEMS CUT BACK BY OSD AND BOB 


Mr. Sixes. Will you please provide for the committee a listing of | 
the items which were cut back at the level of the Office of the Secre- 
tary of Defense, and a listing of items which were cut back at the 
level of the Bureau of the Budget, and show in each instance what you 
had proposed to do with the additional money had it been allowed? 

General Bocarr. Yes, sir; we can do that. 

(The information requested was furnished for the use of the com- 
mittee. ) 

RESEARCH AND DEVELOPMENT 


Mr. Sixes. General, in this amendment the Army asked for $27.7 
million for research and development, the Navy asked for $109 million, 
but the Air Force is asking for only $9 million. I am sure you have 
given this matter careful thought, but can you tell the committee 
that you are convinced that the Air Force research and development 
program on such projects as the B-70 chemical bomber, the 
MINUTE MAN, the nuclear-powered aircraft, and similar programs, 
are progressing as rapidly as it is feasible for them to progress under 
the current state of the art of development ? 

General Bogart. We would believe so; yes, sir. 

Mr. Sixes. Is that an Air Force belief, or a Department of Defense 
belief ? 

General Bogart. No, sir; this is Air Force belief, as far as these 
programs are concerned. Now, there are programs, of course, that we 
had wanted to go on, but what we are doing is putting the emphasis 
on these high-priority programs, and we believe we have them funded 
at least to a desirable level for fiscal year 1959. 

Mr. Srxes. At what period would it be most advantageous to buy 
time, and get these items into inventory earlier, if it should be found 
this can be done? 

Would it be in this budget, or in a subsequent budget ? 

General Bogart. This, of course, will depend to some extent upon 
the technical progress that is made, but we had initially intended 
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to put a considerable amount of preproduction money on the solid 
propellent program in this budget—the fiscal 1959 budget—in order 
to permit us to go to a production schedule beginning with the 
fiscal year 1960 budget. 

Now, this has been cut back because of questions as to the state of 
the art. I am sure that if the development moved rapidly—the re- 
search part of the program—we would want to put preproduction 
monéy out next spring which would be our normal time for applying 
preproduction funds to a production program for the following year. 

Mr. Sixes. Are there any other research and development projects 
which show promise at this time, and which could be accelerated 
without a waste of money ? 

General Bocarr. Mr. Sikes, I am not sure that I am qualified to talk 
about those across the board. However, we do know that there are a 
number of projects in the astronautics area which we would like to 
pursue at a considerably higher rate than we are doing now, and these 
are under discussion at the present time with ARPA, and we hope to 
be able to apply ARPA funds to several of these projects. 

Mr. Srxes. But do we know yet what the projects are that you have 
discussed with us to be carried on under Air Force control, and what 
the projects are which will be carried on under ARPA control? 

General Bocarr. The astronautics type projects which we have dis- 
cussed, sir, would all be carried under ARPA control. 

Mr. Srxes. But funded by you? 

General Bocart. Funded by us through fiscal year 1958, sir, and by 
ARPA from there on. 

Mr. Sires. Is there any money in here which is to be transferred 
toARPA? 


General Bogart. No, sir. 
RESEARCH AND DEVELOPMENT FUNDS FOR SOLID PROPELLENTS 


Mr. Srkes. Now, this item has been discussed before, but there is 
one phase that I would like further clarified : 

You have asked for $50 million for acceleration of the solid propel- 
lent ballistic missile, and the P-100 and the P-200 funds, but none 
for research and development. 

Does that mean that the research and development phase on the solid 
propellents has been completed ? 

General Bocarr. No, sir; it does not. We had, in our regular fiscal 
year 1959 research and development program, provided for a solid pro- 
pellent development. This has been considered the Air Force share 
of the national effort along this line. All three services are engaged 
in this, and it was determined at the time of the reviews in the Depart- 
ment of Defense that of the total contribution for research and develop- 
ment purposes in this area by the three services, the Air Force portion 
was adequately covered, and for that reason we are carrying only the 
development of the system, and the support equipment in our part of 
this program. 

Mr. Stxes. The $50 million will actually not produce any missiles, 
will it ? 

General Bocarr. It will not, sir. 

Mr. Stxes. What will it do? 
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General Bocarr. All this will do, sir, is provide for design and 
development. e 

It is the development of engines, the guidance system, and the nose 
cone, and is purely an intensive development program, sir. 

There is no hardware production involved in this stage. This is 
the difference between the program as we now have it, and: as we 
originally proposed it- 

Mr. Sixes. Are there any projects not now in being which you feel 
should have been initiated at this time? 

General Bocarr. I do not know of any, sir, outside of the astronau- 
tics area. We have not proposed any other than in that area. 


ADDITIONAL B—52 PROCUREMENT kt 

Mr. Srxes. You have asked for 39 additional B-52’s in this amended é 
budget, and in your statement you said this will keep the assembly 

line of the B-52 production plants in operation at a sustained rate, t 


thus assuring the Air Force reorder capability with fiscal year 1960 
funds should a decision be made in the meantime for further produc- 
tion of these aircraft. 

General Bogart, this number of 39 additional B-—52’s will not com- 


plete the conversion program, will it? i 
General Werster. Mr. Sikes, I believe I can answer that one, sir. 
Mr. Stes. All right. be 
General Werster. Although the number is short of the 45 for an Q 


additional wing, we will be able to equip the 12th wing of B—52’s. We 
would not, were there no further procurement, be able to hold the full 
12 wings in the force as long, and it would start attriting out, but with 


) a reorder capability in fiscal year 1960 we could buy an additional : 
: quantity allowing us to hold at the 12-wing level, or. if warranted, we 
could gotoa higher level. , 
| Mr. Stxes. What is your program with reference to what is antici- 

; pated to complete the conversion program ? 


General Bocarr. Our present conversion program, sir, was 11 wings, t 
and that was to be completed with prior year’s funds. This amend- 
ment to the fiscal year 1959 estimates will permit us to convert 1.addi- 
tional wing to bring us up to 12, which is actually an addition of 1 
wing to our previous conversion program. 
Mr. Fioop. Will the gentleman yield ? 
Mr. Srxes. Yes. sir. 
Mr. Fioop. Will you have 12 fully operational wings? 
General Werster. Yes, sir. 
Mr. Froon. Of B-52’s? 
General Werster. Yes, sir. 
Mr. Fioon. Forty-five to a wing ? 
General Wesster. Yes, sir. 
Mr. Froop. At what year? | 
General Werster. We will have the full 12 wings, sir, by the end : 
of fiscal year 1961. | 
As General Bogart pointed out, this additional quantity of B-52’s 
will keep the center line of the plant in operation at a sustaining rate. 7 
The net result will be an additional wing of B-52’s, 
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Mr. Fioop. How many wings did you say you would have at the 
end of fiscal year 1960? 

General Wesster. Off the record. 

(Discussion off the record. ) 

Mr. Fioop. And the full 12 wings by the end of that calendar year ? 

General Wesster. By the end of fiscal 1961, sir. 

Mr. Froop. Fiscal 1961? 

General Wesster. Yes, sir. 


B-52 PRODUCTION RATE 


Mr. Fioop. What is the production rate a month and what will it 
be next year ? 

General Wrestrr. We drop it slowly, sir, from the 15 a month pres- 
ently to a minimum sustaining rate per month. 

Mr. Fioop. At the end of fiscal year 1961 you will have 12 opera- 
tional wings ? 

General Wesster. That is correct. 

Mr. Fioop. Which means 45 operational craft in a wing? 

General Wessrer. That is correct, sir. 

Mr. Sixes. Is that the level which you propose to hold for the 
immediate future ? 

General Wesster. Under present plans this additional wing will 
hold for another year, and then it will start going down due to 
attrition. 

KC—135 TANKER AIRCRAFT 


Mr. Fioop. Where will you be with your tankers? At the moment 
you are operational at the end of fiscal year 1961 with 12 full wings of 
B-52’s. Where will you be with tankers with reference to your 12 
wings ? 

Mr. Sixes. Let us rephrase that, and ask if the KC—135 tankers will 
be phased in with the B-52 bombers on the ratio of 3 to 2 at that 
time ? 

General Wesster. Yes, sir. 

Mr. Sixes. They will be? 

General Wesster. Yes, sir; they will be. 

Mr. Srxes. The answer is “yes” ¢ 

General Wesster. That is correct. 

Mr. Fioop. Then you will be fully operational at the end of fiscal 
year 1961? You will be fully operational with 12 wings of B-52’s, 
plus the nec essary tankers under your table of organiz: ition ? 

General Werster. This is correct, sir. 


TANKER-TO-BOMBER RATIO 


Mr. Sixes. Is this the optimum table of organization? Will you 
adhere to this level of 3 to 2, or will you subsequently ask for a higher 
ratio of tankers ? 

General Werster. Sir, I do not believe we can answer that question 
at this time. I might point out that in addition to the tankers for 
the B-52’s we will be buying tankers for the B-58’s as well-in the 
same'time period. 


' 
: 





ee 


122 


Mr. Stes. At what ratio? 

General Wesster. At the same ratio, 2 tankers for 3 bombers. This 

is the present plan. 

Mr. Srxes. And it will be the same tanker ? 

General Wesster. Yes, sir; the KC-135. 

Mr. Sr«es. I have a question which you have already partially 

answered : ‘ 
Do you use the KC-135 tankers for refueling any aircraft other 
than the B-52? 

General Wesstrer. The answer is that the KC—135 will be used to | 
| support the B—58 as well. ! 
Mr. Srxrs. And that isthe only other aircraft ? 

General Werster. That is as it is now programed; yes, sir. 


HOUND DOG PROCUREMENT 


Mr. Sixes. Will the $91 million you are asking for in the HOUND ) 
DOG program completely equip the B-52 bomber force with this | 
missile ? 

General Weester. Off the record. 

(Discussion off the record.) 


ACCELERATION OF TITAN PROGRAM 


Mr. Stxes. How much time are we buying with the additional $13 
million which you request on the Titan program ? 
) General Wesstrer. We will be operational with the first squadron 
approximately 1 year earlier. 
Mr. Srxes. You did not make reference to the use of any of these 
funds for ATLAS. Since the TITAN and the ATLAS programs 
| are closely integrated, do you propose to use any of these funds for 
: ATLAS? 
: General Wesster. No, sir. 
. Mr. WiccieswortH. What was that answer? 
. General Wesrster. No, sir. 
Mr. Fioop. Will you please answer Mr. Sikes’ question about what 
you will buy with the TITAN funds? 
Will you please add to that answer ? 
You said you will buy 1 year. When is that? 
General Werster. Off the record. 
(Discussion off the record.) 
Mr. Srxzs. The request now before us is for $577.1 million, which 
. will increase the Air Force request for fiscal year 1959 to $17,468,- 
500,000. Is that exclusive or inclusive of military construction? 
General Bogart. $577.1 million is exclusive of military construc- 
tion. It is $614 million including military construction. 


MILITARY PAY INCREASE 


Mr. Srxes. What is the situation with regard to military pay? Is 
there an increase for military pay ? 
General Bocarr. Yes. The requirement for military pay as origi- 
nally submitted in the Department of Defense bill is included in our 
totals, sir. It is in the supplemental to be presented later. It is 
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carried in the one-line entry for the Department of Defense for 
proposed legislation. 


MILITARY CONSTRUCTION 


Mr. Sixes. Is your total construction for the fiscal year 1959 to be 
carried in the request which soon will come to the committee or will 
there be a separate request due to this amendment ? 

General Bogart. No; it has not been presented yet. We gave the 
figure of $955 million. This adds $36.9 million to it, which makes it 
$991.9 million. 

TITAN CONSTRUCTION FUNDS 


Mr. Fioop. You mentioned in your statement that the funds for 
TITAN are for the purpose of giving us a hard-base operation. I 
suppose if I ask you why this does not include funds for research and 
development for putting it underground you will tell me that is 
MINUTE MAN. 

General Bocarr. This is a hard-base configuration with the TITAN 
because it is to have an inertial guidance system. The missiles them- 
selves will be, as I understand, in holes in the ground. 

Mr. Fioop. With elevator storage? Something like the NIKE sys- 
tem ? 

General Wesster. Off the record. 

(Discussion off the record. ) 

Mr. Fioop. But when you state “hard base,” the firing system is 
on the surface and only the missile is underground? 

General Bogarr. Yes, but the blockhouse ‘and the control system 
is actually designed to resist everything but a direct hit with a nu- 
clear explosion. 

Mr. FLoop. For the purpose of an enemy attack by missile, bomb, 
or anything else, that part of the TITAN system that will be opera- 
tional above ground is the bunker-type system ? 

General Bocarr. That is correct. 

Mr. Froop. And the missiles themselves will actually be stored 
underground ? 

General Bocarr. Yes. 

Mr. Fioop. So, regardless of what the MINUTEMAN system is 
or is not, by hs rd top or hard base, this in effect will be what I call 
an under round operation ? 

General Bocarr. It is to all intents and purposes underground. 


HOUND DOG PROGRAM 


Mr. Wicciesworru. You are asking for $91 million increase for 
the HOUND DOG program, which you say will give you more of 
these missiles in the 1959 program ? 

How much money and how many of these HOUND DOGS are al- 
ready provided for ? 

General Bocarr. We have provided $34.9 million in the fiscal year 
1958, and $49.1 million was in your regular fiscal year 1959 submis- 
sion. 

Mr. Wiacteswortu. To produce how many? 

General Bocarr. Off the record. 
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Mr. WiaeteswortH. When will that number be available and when 
will the additional missiles be available ? 
General Werster. Off the record. 


(Discussion off the record. ) f 
t 

SOLID PROPELLENT MISSILES 1 

c 

Mr. Wicerrswortrn. The solid-propellent ballistic missile request h 


of $50 million applies to no one missile. That is research and develop- 
ment applicable to all such missiles? 

General Bocarr. That is correct. It is a general solid-propellent 
program which is integrated with all three services at the present 
time. Our part of it was initially to go for the MINUTE MAN 
weapon system. That is the part that has not been decided. This 
will be a development program to provide our weapon system as 


rh 


early as possible. It may be a combination of the Army, Navy, and ( 
Air Force developments. , 
Mr. Froop. On a program like this you will spend this money. 


This will not be unexpended or unobligated funds? 
General Bogart. Not at all. | 
Mr. Froop. I mean for HOUND DOG. 


General Bocarr. This will be spent. yes, indeed, on HOUNDDOG. ' 


This is a production program. 
ACCELERATION OF TITAN 


Mr. WicereswortH. You indicated, I think, if the request: is al- 
lowed in respect to the TITAN program you can accelerate the op- 
| erational date for the first squadron by about 1 year. 

General Bocart. For the first squadron; yes, sir. 

Mr. Wicatrsworrn. Does that mean that on that basis both ATLAS 
and TITAN will come along about the same time? 

General Bocarr. No, sir, because we accelerated the ATLAS pro- 
gram about a year with the supplemental funds in the 1958 supple- 
mental, so there is still about a year’s difference between the two. 

Mr. Wicerteswortn. If allowed, both programs will be accelerated 
by about 12 months? 

General Bogart. That is correct. 


FISCAL YEAR 1959 OBLIGATIONS 


Mr. WiecteswortH. You say of the total of $577.1 million, $475.1 
million will be obligated during 1959? 
General Bogart. That is correct. 
Mr. WicetEeswortH. That means that about $102 million requested 
by way of an amendment of the 1959 budget. will not be obligated in 
1959. What will be the status of that $102 million? 
General Bocart. That will be in the status of unobligated com- 
mitments, sir, because a large portion of that will be applied to the 
B-52 program. 
Mr. WiceLEswortH. But all of it will be committed as of the end 
of 1959? 
General Bogart. It will, sir. 
Mr. Srxzs. I have one final question. 
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SELECTION OF WEAPON SYSTEMS TO BE INCLUDED IN REQUEST 


You have a large number of weapons, a number of planes of dif- 
ferent types, and a number of missiles of different types. What was 
the reasoning which led to the decision to go ahead on the particular 
items that are included in this amended budget rather than to in- 
crease the emphasis on some of the other effective weapons which you 
have, or which are being developed ? 

General Bocarr. Off the record. 

(Diseussion off the record. ) 

Mr. Sikes. Perhaps you had better give us an answer in a prepared 
statement. 

General Bocarr. I had better make an insert for the record. 

(The following information was submitted later :) 


The Air Force must maintain a current capability to wage war with weapons 
of proven effectiveness and, at the same time, press forward into more advanced 
weapon systems. Also, the Air Force must capitalize on research and develop- 
ment breakthroughs and other opportunities to speed the placement of advanced 
weapons into the hands of operational units, while maintaining a proper balance 
between offense and defense. Against this backdrop the Air Force submitted 
items for inclusion in the amended 1959 budget. The detailed selection of items 
and their priorities were determined by considering the relative amounts of 
funds already placed on specific systems in the basic 1959 budget, and also by 
carefully weighing the additional operational advantages which would accrue 
from further funding. 

In the case of MINUTE MAN, funds were requested to capitalize on advanced 
research concepts and data which were not crystallized in time for basic fiscal 
year 1959 budget submission, an accelerated MINUTE MAN program would pro- 
vide a timely and greatly expanded offensive missile force. The GAM-77 
(Hound Dog) acceleration is necessary to augment the capability of the B-52 
force in the face of increasing Soviet defenses. The B—-52/KC-135 augmenta- 
tion will provide additional capability in the manned bomber force and will 
permit a decision at a later date on further expansion of this force. The TITAN 
acceleration is necessary to expand the first-generation ICBM force during the 
period prior to the availability of more advanced systems. 

The items presented to the Congress were distilled by the Department of 
Defense‘and the Bureau of the Budget from a more comprehensive list of require- 
ments submitted by the Air Force. In accordance with your request, the original 


Air Force listing of additional fund requirements has been furnished to the 
committee. 


ACCELERATION OF MILITARY PROCUREMENT 


Mr. Fioop. This may not be a budget question, but you can answer 
it. Last night in the hearings we held with the CAA and another 
subcommittee it developed that they have unexpended balances of 
$125 million. I pointed out to them that the President set up a request 
just before the Easter recess and this full Committee on Appropria- 
tions took the extraordinary and unprecedented action of expediting 
the resolution which passed the Congress to give an $800 million au- 
thorization for advance buying for general housekeeping. Of course, 
it appeared they could only get $200 million out of it in that time. 

Now, they have a good answer. Their answer was that they could 
hot expend that money under the law until the municipalities that 
run the airports asked for it. Now, you have astronomical unex- 
pended funds. 

Let us talk about the Air Force. That is where you are. 

Mr. Manion. Did you say astronomical or astronautical 
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Mr. Frioop. Astronomical. I am using a literary motif. I do not 
want to confuse my chairman on that. That being the case, who is 
responsible for the fact that these funds are not being pumped into 
the economy today or tomorrow ¢ 

General Bogart. Well, the Department of Defense, sir, was exempt 
from that requirement. 

Mr. Fioop. I know that. 

General Bocarr. I can tell you why. I think I can. Bee ause in 
most instances it would be uneconomical for us to accelerate our pro- 
curement programs by going to multiple-shifts and going to a gen- 
erally expedited effort because the cost would be far out of proportion 
to the acceleration we would get. 

Mr. Froop. That question is going to be asked any minute all 
over the lot. I am amazed why it was not asked on the floor when the 
President’s resolution was passed, but it was not. Some day when 
Mr. Mahon has this bill on the floor somebody is going to say—if we 
get all upset about getting through an $800 million emergency accele- 

ration resolution for housekeeping for typew riter ribbons and tooth- 
paste, why, the Air Force has billions of dollars. Why not let them 
get, some of it into the economy? We will not have to reduce taxes, 
We will not have to have the Rivers and Harbors Act. 

Will you ask at the Defense level that they supply what they think 
is a precensored answer to that question so we can use it if we have to? 

General Moore. Yes, sir. 

(The following information was submitted later :) 


ACCELERATED APPLICATION OF UNOBLIGATED BALANCES To STIMULATE THE 
NATIONAL ECONOMY 


One of the most frequently misinterpreted aspects of Department of Defense 
business is that sizable unobligated balances can be found on our accounting 
records on any day of the year. These balances are necessary to our way of 
doing business. In the areas of procurement, research and development, and 
construction, there are numerous transactions underway at any time of the 
year where funds must be available (a) to complete the procurement of a 
specified number of end items (including initial spares and spare parts), or 
(b) to complete a preproduction program or procure components in advance of 
the fiscal year in which the related programed end items are directed to be 
procured. 

It is our policy to budget for the total cost of the end items and other related 
procurement in the program even though we know that some of the funds will 
not be obligated in the budget year. For example, the cost of first-destination 
transportation of long lead-time items which will be delivered in a subsequent 
fiscal year is an integral part of the cost of placing such items in the inventory. 
Funds must be reserved to meet this obligation at the time it materializes. 
We wait as long as possible to buy shorter lead-time items. By doing this we 
get to take advantage of the latest engineering improvements and avoid such 
uneconomical practices as buying wrong things, buying more than we need of 
some things, generating retrofit requirements, etc. However, this means holding 
funds in an unobligated status—reserved—in order that procurement may be 
initiated when necessary. 

The purpose of the foregoing discussion is to point up the nature and “com- 
mitted” status of our unobligated funds. In essence, a purposeful, well defined 
program is developed and the resources made available to us are applied to 
earefully phased procurement of requirements on a priority basis to support 
the program. 

To embark on a campaign designed merely to pump programed but as yet 
unobligated funds into the economy would be wasteful in the long run and in 
many cases would serve only to increase backlogs of orders. 

By requesting and obtaining supplemental appropriations for fiscal year 1958 
the Department of Defense has been able to accelerate specific, priority pro- 
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grams in an orderly manner, and is placing orders against these programs as 
rapidly as possible. Major repair and construction projects are also being 
accomplished as rapidly as they can be accomplished without resort to practices 
which would increase cost and decrease value received. 

In the Air Force there is about $280 million worth of deferred and urgently 
needed items over and above the total availability of funds in the aircraft and 
missile support appropriation. A number of the types of support equipment, 
vehicles, and test equipment, are relatively short lead time items and contracts 
could be let in short order. Contracting against this type of procurement would 
tend to increase employment within 4 to 6 months, and would in general, be 
spread throughout the United States. However, action in this appropriation 
would require new obligational authority since the items to which reference 


has been made have been deferred from both the fiscal year 1958 and fiscal year 
1959 procurement plans. 


Mr. Manon. We thank you very much. 


Monpay, Apri 21, 1958. 
DeEPARTMENT OF THE Navy 
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AIRCRAFT AND RELATED PROCUREMENT 


Program and financing 





In budget | 

































































Revised Difference 
estimate 
a : — a ——____. 
Program by activities: | 
Direct obligations: | 
1. Aircraft and related pone $1, 804, 000, 000 | $1, 804, 000, 000 a aoe 
2. Missiles, drones, and related equipment. haba 270, 000, 000 272, 000, 000 | $2, 000, 000 
3. Training equipment 19, 000, 000 | 19, 000, 000 bea tila taints 
4. Aircraft modernization. ; 100, 000, 000 | By RIE Vike resiiicndieeene 
5. Ground electronic and detection equipment ; 37, 000, 000 58, 490, 000 % 490, 000 
Total direct obligations. -- 2, 230, 000. 000 | 2 2, 253, 490, 000 | 23, 490, 000 
Reimbursable obligations: ; abt 
1. Aircraft and related equipment 51, 000, 000 51, 000, 000 Soares 
-| — — 
Total reimbursable obligations. -._.......-- 4, 000, 000 51, 000, 000 bh esarcimelamenk ee a 
Total obligations-_--- babies 2, 281, 000, 000 | 2, 304, "490, 000 Bi 23, 490, 000 
Financing: 
Unobligated balance brought forward -_--_--....--.--- —1, 441, 562, 338 |—1, 441, 562,338 |.........___.. 
Advances and reimbursements from other accounts- — 5, 000, 000 en Pes 
Recoveries of prior year obligations__-.--_-- — 50, 000, 000 ~—00, Ga; 000 }................ 
Unobligated balance carried forward 1, 284, 667, 338 kD ee ee 
Appropriation (new obligational authority)-_---..- 2, 069, 105, 000 2, 092, 595, 000 23, 490, 000 
Object classification 
| Sana iain arenes wae siekictcedieninntailica wilds 
In budget Revised Difference 
estimate 
Total number of permanent positions 3, 136 in I i es icine 
Average number of all employees. ; 3, 021 GT. pickin 
| Number of employees at end of year-- se | 3, 082 BOBS tikcceks screed 
Direct obligations: Pap Ae rey ry 
' 01 Personal services: 
; Permanent positions ie $16, 902, 000 $16, 902, 000 cade 
‘ Other personal services 474, 000 ef eee ae 
j Total personal services...............-- 17, 376, 000 TT, SOOO Can dccsddak bins 
' 02 Travel : 1, 100, 000 Fie ME Dinndinncitivonmemnemeiaels 
: 03 Transportation of things ated 4, 100, 000 St Of eee eee 
; 04 Communication services sae 33, 000 TR he on ee ed 
; 07 Other contractual services __... : oa 22, 306, 000 25, 596, 000 $3, 290, 000 
{ Services performed by other agencies_.___- 10, 792, 000 8 gee ee 
; 08 Supplies and materials : : 215, 000 215, 000 ¥ a 
' 09 Equipment atest leans 2, 185, 796, 000 2, 205, 996, 000 20, 200, 000 
; Lands and structures... ....-.---.2-<<<essnaces 1, 216, 000 ae 
11 Grants, subsidies, and contributions._...---___- 1, 058, 000 Oe Toc ounvheneeee 
BS rs OUR DOI... « 5s on 5 co eke cess 8, 000 SO hic. 53 
i Rr oe 2, 244, 000,000 | 2, 267, 490, 000 23, 490, 000 
I Deduct portion of foreg’ ing obligations originally 
charged to object class 09.................-- 14, 000, 000 14, 000, 000 | Lucutossestanein 
‘Tetel Gieet obtigntiene....... occ. o<cccnnnwonccuus 2, 230, 000,000 | 2, 253, 490, 000 23, 490, 000 
Reimbursable obligations: 
: I ae 51, 000, 000 81,000; O06 basse dcaceeaase 
1  slicesilcsae tiasegdlietorageaniio 
TN CUNMIED oones Ss olaccndian sender’ 2, 281, 000,000 | 2, 304, 490, 000 23, 490, 000 
; iecinieplgaciarties a 
. 
; 
iy 
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AIRCRAFT AND FACILITIES 


Program and financing 





— | | 
In budget Revised | Difference 
estimate 
Program by activities | 
Direct obligations 
1. Flight operations, Regular Navy $196, 190,000 | $196, 190, 000 
2. Flight operations, Naval Reserve | 21,227,000 | 21, 227 000 
3. Aircraft overhaul 245, 883, 000 245, 883, 000 | 
4, Station operations, Regular Navy. | 204,774,000 | 204, 774, 000 | 
5. Station operations, Naval Reserve 226, 000 15, 226, 000 
6. Alteration and replacement of facilities 50, 694, 000 51, 394, 000 $700, 000 
7. Supporting equipment, materiel, and services | 97, 954, 000 100, 714, 000 | 2, 760, 000 
8. Departmental administration | 8, 600, 000 8, 600, 000 | 
lotal direct obligations 840, 548, 000 844, 008, 000 3, 460, 000 


Reimbursable obligations 
1. Flight operations, Regular Navy 
2. Flight operations, Naval Reserve 
3. Aircraft overhaul 


16, 275, 000 
1, 425, 090 
11, 800, 000 








4. Station operations, Regular Navy &, 138, 000 &. 138, 000 
5. Station operations, Naval Reserve 465, 000 445, 000 
6. Alteration and replacement of facilities 5, 168, 000 . 168, 000 
7. Supporting equipment, materiel, and services. 1, 400, 000 1, 400, 000 
8. Departmental administration - - 2, 000 2. 000 
’ ‘ o | 
rotal reimbursable obligations 44, 673, 000 44, 673, 000 
Total obligations. 885, 221, 000 888, 681, 000 3. 460. 000 
Financing 
Unobligated balance brought forward (69 Stat. 438) —1, 217, 147 1, 217, 147 
Advances and reimbursements from other accounts —43, 673, 000 -43, 673, 000 
Unobligated balance carried forward (69 Stat. 438) 217, 147 217, 147 
Appropriation (new obligational authority 840, 548, 000 844. 008, 000 3, 460, 000 
Object classification 
In budget Revised Difference 
estimate 
Total number of permanent positions 68, 283 68, 283 
Average number of all employees 66, 830 66, 830 
Number of employees at end of year 66, 744 66, 744 
Personal service obligations 
Permanent positions $314, 528,090 | $314, 528, 000 
Other personal services 5,29, 000 5, 259, 000 
Total personal service obligations 319, 787, 000 319, 787, 000 
Direct obligations 
01 Personal services 318, 346,000 | 318, 346,000 
02 Travel 12, 398, 000 12, 398, 000 
03 Transportation of things 19, 788, 000 19, 788, 000 
64 Communications services 2. 400, 000 2 400, 000 
05 Rents and utility service 11, 100, 000 11, 100, 000 
06 Printing and reproduction 2, 578, 000 | 578, 000 
07 Other contractual services 64, 900, 000 65, 000 $700, 000 
Services performed by other agencies 2, 500, 000 : , 000 
Labor contracts with foreign governments 4, 676, 000 4, 676, 000 
08 Supplies and materiels 278, 883, 000 280, 919, 000 2, 036, 000 
09 Equipment 102, 100, 000 102, 824, 000 724, 000 
10 Lands and structures 3, 835, 000 3, 835, 000 
11 Grants, subsidies, and contributions 21, 965, 000 21. 965, 000 
15 Taxes and assessments 74, 000 74, 000 
Subtotal 845, 543, 000 849, 003, 000 3. 460. 000 
Deduct portion of forégoing obligations originally charged to 
object classes 07, 08, and 09 | 4, 995, 000 4, 995, 000 
Total direct obligations 840, 548, 000 844, 008, 000 3, 460, 000 
Reimbursable obligations | 
01 Personal services 1, 441, 000 1, 441, 000 _ 
07 Other contractual services : 8, 703, 000 8, 703, 000 iL 
08 Supplies and materials a 27, 944, 000 27, 944, 000 
09 Equipment oa : 6, 468, 000 6, 468, 000 a 
11 Grants, subsidies, and contributions... i 117, 000 117, 000 _ 
Total reimbursable obligations.__..........___- we 44, 673, 000 44, 673,000 |. a 
Total obligations__............._- i tl del iat _.| 885, 221,000 | 888, 681, 000 3, 460, 000 





1 Average number of persons: 1957, 5,907; 1958, 5,531; 1959, 5,063, 
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SHIPBUILDING AND CONVERSION 


Program and financing 


In budget 


Revised esti- | Difference 


j mate 
| 
Program by activities | 
Direct obligations | 
1. Fiscal year 1952 program: (a) Ships $12, 373, 000 $12, 373, 000 | 
2. Fiscal year 1953 program: (a) Ships 10, 000, 000 10,000, 000 | 
3. Fiscal year 1954 program: (a) Ships | 12, 000, 000 12, 000, 000 
4. Fiscal year 1955 program: | 
(a) Ships 33, 000, 000 33, 000, 000 | 
(6) Ordnance 1, 000, 000 1, 000, 000 | 
5. Fiscal year 1956 program: 
(a) Ships 47, 000, 000 47, 000, 000 | 
(b) Ordnance 12, 000, 000 12, 000, 000 | 
6. Fiscal year 1957 program | 
a) Ships. te 80, 000, 000 80,000, 000 |___- as 
(b) Ordnance 23, 000, 000 | 23, 000, 000 |___- 
7. Fiscal year 1958 program | 
(a) Ships | 253, 000, 000 | 354, 680, 000 $101, 680, 000 
(6) Ordnance | 145, 000, 000 152, 320, 000 | 7, 320, 000 
8. Fiscal year 1959 program | | 
(a) Ships | 514, 000, 000 615, 000, 000 | 101, 000, 000 
b) Ord 1ance | 173, 000, 000 | 222, 000, 000 | 49, 000, 000 
9. Fiscal year 1960 progran | 
(a) Ships_._.__- 70, 555, 000 70, 555, 000 | 
(b) Ordnance. -- Pes ; 24, 000, 000 24, 000, 000 eR 
10. Shipbuilding administrative expenses: | } 
(a) Ships | 27, 800, 000 | 27, 800, 000 |... ‘ 
(b) Ordnance. -- = “a> 4, 000, 000 fs 
11. Reserve tools and facilities _ - --| 2, 000 PAD Nas ieceen is aca teas 
2. Electronics major procurement | 104, 200, 000 | 150, 000, 000 45, 800, 000 
Total direct obligations ik 546, 000, 000 | 1, 850, 800, 000 304, 80, 000 
Reimbursable obligations | 








7. Fiscal year 1958 program: (a) Ships- 3, 000, 000 | 3, 000, 000 |. = 
12. Electronics maj or procurement 16, 000, 000 16, 000, 000 | EES 
Total reimbursable obligations... 19, 000, 000 19, 000, 000 | 


Financing: 


Total obligations 


1, 565, 000, 000 | 





1, 869, 800, 000 


304, 800, 000 





Unobligated balance brought forward — 1, 026, 030, 371 |—1, 142, 030, 371 — 116, 000, 000 
Advances and reimbursements from other accounts — 12, 500, 000 - 12, 500, 000 | 

Recove ary of prior year obligations — 5, 000, 000 —5, 000, 000 : 

Unobligated balance carried forward 859, 530, 371 877, 530, 371 18, 000, 000 
Appropriation (new obligational authority) - | 1,381, 000, 000 1, 587, 800, 000 206, 800, 000 
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Ob ne classification 


i 
In budget | Revised ‘ Difference 
estimate 





Direct obligations 
01 Personal services: 

















Permanent positions _- $20, 532, 700 | 
Positions other than permanent__. 9, 000 | 
Other personal services - - - 487, 200 | 
Total personal services obligations - - | 21, 028, 900 21, 028, 900 | ieee 
02 Travel sain ; i 570, 000 570, 000 
03 Transportation of things 1,2 1, 275, 900 | 3 
04 Communication services | 130, 000 130, 000 | 
05 Rents and utility services___ 31, 000 31, 000 | 
06 Printing and reproduction -- | 1, 150, 000 1, 150, 000 | 
07 Other contractual services 575, 783, 100 699, 783, 100 |$124, 000. 000 
08 Supplies and materials_. 62, 000, 000 | 65,000,000 | 3,000, 000 
09 Equipment 820, 000, 000 | 991, 600, 000 | 171, 600, 000 
11 Grants, subsidies, and contributions _- : 1, 237, 000 1, 237, 000 | 
13. Refunds, awards, and indemnities 775, 000 | 775, 000 
15 Taxes and assessments. 2, 000 FRE han nncens 
Total direct obligations ghnaas |} 1, 484, 000, 000 1, 782, 600, 000 298, 600, 000 
Reimbursable obligations | | | 
09 Equipment. -- . - 19, 000, 000 19, 000, 000 | co 
Total, Department of the Navy | 1, 503, 000, (000 1, 801, 690, 000 | 298, 600, 000 
Allocation accounts | 
09 Equipment 62, 000, 000 68, 200, 000 6 6, 200, 000 
Total obligations_-_-- | 1, 565, 000, 000 1, 869, 800, 000 | 304, 800, 000 
Obligations are distributed as follows 
Department of the Navy 1, 503, 000, 000 1, 801, 600, 000 | 298, 600, 000 
Atomic Energy Commission 62, 000, 000 68, 200, 000 | 6, 200, 000 
| 
SHIPS AND FACILITIES 
Program and financing 
In budget Revi Difference 
estimate 
Program by activities 
Direct obligations 
1. Maintenance and operation of the active fleet $286, 035, OOF GING, 035, OOO 
2. Active fleet alterations and improvements oi 80, 592, 000 82, 092. 000 $1, 500, 000 
3. Technical support programs : 68, 324,000 | 68,324,000 
4. Maintenance and preservation of reserve fleet 42, 422, 000 $2, 422, 000 
5. Maintenance and operation of Naval Reserve train- 
ing vessels 11, 226, 000 11, 226, 000 
6. Fuel for ships 120, 211, 000 120, 211, 000 
7. Procurement of maintenance material 73, 088, 000 73, 088, 000 
8. Fleet support facilities 92, 151, 000 92. 151, 000 
9. Departmental administration 15, 189, 000 15, 189, 000 
Total direct obligations 789, 238,000 | 790, 738, 000 1, 500, 000 
Reimbursable obligations: 
1. Maintenance and operation of the active fleet 1, 700, 000 1, 700, 000 
2. Active fleet alterations and improvements-_-. 200, 000 200, 000 
3. Technical support program ‘ 2, 300, 000 2, 300, 000 
4. Maintenance and preservation of reserve fleet_- 10, 000 10, 000 
5. Maintenance and operation of Naval Reserve 
training vessels_. : 50, 000 50, 000 
6. Fuel for ships 175, 000 175, 000 
7. Procurement of maintenance material 11, 800, 000 11, 800, 000 
8. Fleet support facilities £ 3, 458, 000 3, 458, 000 | 
9. Departmental administration - 7, 000 7,000 | -aceen 
Assistance to Allied Forces (except milits ry assistance 
program 1, 000, 000 1, 000, 000 | ‘ 
Total reimbursable obligations_- _| 20, 700, 000 20, 700, 000 | 
Total obligations___. .| 809, 938, 000 811, 438, 000 1, 500, 000 
‘inancing | | 
Unobligated balance brought forward (69 Stat. 438) __- —8, 991,004 | —8, 991,004 an 
Advances and reimbursements from other accounts .-| —19, 100,000 | —19, 100, 000 | 
Unobligated balance carried forward (69 Stat. 438) __- 7, 391, 004 7, 391, 004 


Appropriation (new obligational] authority) _._._._- --c-| 780,238, 000 "790, 738, 000 1, 500, 000 








ee 
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Object classification 









































In budget | Revised esti-| Difference 
| | mate 
iii nsec etnies elastase ated anata 
Pers nal service obligations: | 
Permanent positions_____- ccwticuscacweccnneawn| Speman CeeRInIIND Saco... ue 
Positions other than permanent. shinai 20, 000 20, 000 saghale cee 
Other personal services ___--.-------- iecupennamwaee | 1,816,000} = 1, 816, 000 | sities ake 
Total personal service obligations. _........---..-...-.-- 41, 173, 000 41, 173, 000 ia ; 
Direct obligations: f “oe 
01 Personal services... -- : ‘scclcaebaiedeaiecieal 40, 286, 000 40, 286, 000 ay 
02 Travel_- sake tiaetheniie 7 4, 770, 000 4, 770, 000 
03 T ransportation of things. - iiadabicamnea 4, 341, 000 | 4, 341, 000 | 
04 Communication services... os Ss ceteina 1, 660, 000 | 1, 660, 000 | 
05 Rents and utility services_____- hee dpe 7. 570, 000 7, 570, 000 | 
06 Printing and reproduction_ .- : ‘ ee 1, 600, 000 1, 600, 000 
07 Other contractual services _....-.--| 404, 210,000 405, 710, 000 | $1, 500, 000 
Services performed by other agencies____ thc 20, 327, 000 20, 327, 000 
| Labor contracts with foreign governments !__-___- 9, 959, 000 9, 959, 000 2 
: 08 Supplies and materials____- eas Bee ...-| 237,208,000 | 237, 208, 000 | i 
Oe REIN ona cactecauenvesus ae neiicewancaaiioie 54, 268, 000 EEO Senin oc atasske 
Oe) ee EN cundcdddecudeenaannbaaniom 400, 000 SN OEY Ccnds cckecudee 
11 Grants, subsidies, and contributions_............-...- 2, 344, 000 8! DL ee 
13 Refunds, awards, and indemnities_._..._....-........ 195, 000 Pee |<. ~saceseenue 
Se Fe i ois oeidndeccnccocscccecsicnce- 100, 000 DE Paki cncenceccn 
NNO oie cdickcunuasiascneuuneld 789, 238,000 | 790,738,000 1, 500, 000 
Reimbursable obligations: hs. man 
Se II tapas pita baie adiddés mabe onieawsictuiiahictl 887, 000 
| Of Other contractual services... ..................-.....- | 5, 200, 000 
oe SS er eee 2, 813, 000 
' I IN ee serine neeanbcedw aint 11, 800, 000 
| Total reimbursable obligations...........-..-.--..-. 20, 700, 000 | ee 
| ia cco el ~ 809, 938, 000 | | "811, 438,000 | __1, 500, 000 
! Average number of persons: 1959, 10,900. 
| PROCUREMENT OF ORDNANCE AND AMMUNITION 
Program and financing 
i ei —_ as A = eu A ecole oe 
; In budget Revised esti- | Difference 
' mate | 
| —____—_ pace eneniay $$$ | —___—_ — 
; Program by activities: | | 
: Direct obligations: | 
} 1. Ammunition- : * $103, 495, 000 $116, 095, 000 | +$12, 600, 000 
: 2. Ordnance equipment. : a 12, 591, 000 12, 591, 000 : 
: 3. Ordnance guided missiles... - 371, 914, 000 | 462, 914, 000 +91, 000, 000 
i cs ance actimanssaad continence 
Total direct obligations. - - - 488, 000, 000 591, 600, 000 +108, 600, 000 
Reimbursable obligations: “ae Tete ae hota 
: 1, Ammunition ; ‘ 3, 000, 000 3, 000, 000 
: 2. Ordnance equipment. ; 4, 000, 000 | 4,000, 000 |__ 
: 3. Ordnance guided missiles... - — ities 33, 000, 000 33, 000, 000 
Total reimbursable obligations. ‘ asa] 40, 000, 000 40, 000, 000 | 
: Total obligations . eee 528, 000, ( 000 631, ‘600, 000° +103, 600, 000 
3 Financing: 
; Unobligated balance brought forward 3 — 49, 278, 870 — 49, 278, 870 > 
\ Advances and reimbursements from other accounts. — 50, 000, 000 — 50, 000, 000 
1 Recovery of prior year obligations___- : — 5, 000, 000 — 5, 000, 000 
Unobligated balance carried forward._____--- 36, 513, 870 36, 513, 870 
Appropriation (new obligational authority) -_- 460, 235, 000 463, 835, 000 “4103, 600, 000 


| 
’ 
; 





———— —_—__—_—— ——— 
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Object classification 





Average number of all employees 
Personal service obligations: 

Permanent positions 
Direct obligations: 


01 Personal services_- 


08 Supplies and materials 
09 Equ:pment. 




















In budget Revised Difference 
estimate 
Total number of permanent positions. __-_................ 2, 679 | 1) ee 
ecb iniparaialidcearmentninans enansecguand 2, 463 | 2406 4 ecsccx- 
Number of employees at end of year...-...............-.. 2, 619 | SM rte odecsiiaacammend 
} — \ 
iin ie eats Oi tenet sacoemeanteidiil ca acini a Se ria $11, 865, 000 | $11, 865, 000 |.........._. 
Other personal services. ........- jpewiodtbinataat adnate | 350, 000 | 350, 000 | ‘ 
Total personal service obligations. .................- 12, 215, 000 12, 215, 000 | _- 
Pen ahanccnn sited 11, 755, 000 Wie OEE Esetaccadcanx 
03 Transportation of things. a pistia oc aulince caaansericceamas 2, 860, 000 ED Ne cimtiditndene a 
07 Other contractual services. -_...____- 37, 330, 000 ee CE Lis mnicsccinenseoemen 
bGs Bhedencaentibudaniniiaiil 296, 740, 000 388, 340,000 | +-$91, 600, 000 
132, 051, 000 132, 051, 000 i 
10 Landsand structures___. 6, 500, 000 18, 500,000 | +12, 000, 000 


11 Grants, subsidies, and contributions--- 
Total direct obligations_- 


Reimbursable obl'gat'ons: 


764, 000 





764, 000 | 








488, 000, 000 


591, 000, ,000 | 


+103, 600, 000 
































01 Personal services-.-.-- ol 460, 000 | 460, 000 | s 
07 Other contractual services. __- 3 1,000 | 1,000 | 
08 Suppl es and materials- ail 34, 564, 000 34, 564, 000 
09 Equipment. 4, 950. 000 4, 950, 000 | 
11 Grants, subsidies, and contributions. - 25,.000 25, 000 | 
Total reimbursable obligations___- 40, 000, 000 Bs 40, 000, 000 |. 
Total obligations__.-. lithe cbecdsh > Se 631, 600, 000 | +103, 600, 000 
RESEARCH AND DEVELOPMENT 
Program and financing 
Fiscal year 1959 
i —— ~~ | a 
| In budget | Revised Difference 
| | estimate 
| | 
Program by activities: 
1. Aircraft and related equipment ; $111, 802, 000 | $118, 502,000 | +$6, 700, 000 
2. Guided missiles and related equipment____- | 274, 340, 000 | 335,380,000 | +61, 040, 000 
3. Ships and small craft and related equipment | 97, 440, 000 112, 340, 000 +14, 900, 000 
4. Combat and support vehicles and related equipment... 70, 000 | 70, 000 
5. Artillery and other weapons and related equipment. -__-| 1, 020, 000 | 1, 020, 000 
6. Ammunition and related equipment 44,170,000 | 45, 170,000 +11, 000, 000 
7. Other equipment-_-__- 35, 982, 000 | 45, 882, 000 | +-9, 900. 000 
8. Military sciences- : ; 76, 221,000 | 81, 721, 000 +5, 500, 000 
} al — SS SS 
| | 
Total obligations. | 641,045,000 | 750,085,000 | +109, 040, 000 
Financing 
Unobligated balance brought forward — 22, 725, 465 |......... 
Unobligated balance carried forward | 22, 725 i, » 465 Rs elit ein aint 
| = Siiteerhi Unatinbitees a —————— 
Appropriation (new obligational authority) - | 641, 045, 000 750, 085, 000 | +109, 040, 000 
| 





Ce 
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Object classification 


| 








Fiscal year 1959 
































In budget Revised Difference 
estimate 
Total number of permanent positions__.....................-- 21, 828 22, 828 Ht, 000 
Full-time equivalent of all other positions._..__.__- satebisieinenaeee 14 14 ssw cua 
Average number of all employees. --_......_..-..--..-------- ‘i 20, 704 21, 304 "600 
Number of employees at end of year..__......-.._--.-.---.--- | 21, 020 22, 020 +1, 000 
01 Personal services: 

Permanent positions._.........__-- sida | $111, 525, 644 | $114, 838, 644 Piss 313, 000 

| Positions other than permanent-_._.___...._....___- x 107, 920 107, 920 7 a: 
| OOOE RINIRLNEIONB So. 25S. Sc ccnc encoun 3, 738, 606 3, 824, 606 86, 000 
. a ee 115, 372,170 | 118, 771,170 +3, 399, 000 
02 Travel__ : coos 3, 721, 528 3, 765, 528 +44. 000 
| 03 Transportation of cn eee eee 159, 200 | 198, 900 1... c- 
C8 <oomemtention Serviews... 4. .25.....................c-- 901, 620 922, 620 +21, 000 
ee ee eee 3, 941, 008 4, 042, 008 +181, 000 
a Ea eee 298, 350 304, 350 +6, 000 
07 Other contractual services - __- 435, 218,545 | 538, 990, 545 7 772, 000 

Services performed by other agencies. ial 2, 240, 000 2, 240, 000 | __- ileal 
i SSS eae eee 44, 724, 100 44, 975, 100 "+251, 000 
eR ta Oe eck bea wigtinccienn 29, 881, 700 31, 112, 700 +1, 231, 000 
ee EE ear ee eee as 52, 000 BR OO becuse 
11 Grants, subsidies, and contributions 7, 299, 969 7, 513, 969 +214, 000 
en To irs ec hip hinede aise 34, 810 35, 810 +1, 000 
i Subtotal __ 643, 845, 000 752, 885, 000 | +109, 040, 000 

Deduct portion of foregoing obligations originally charged | 

to object classes 07, 08, and 09. ._............-...-...- 2, 800, 000 2, 800, 000 paeillie 





Total obligations 





SERVICEWIDE OPERATIONS 


Program and financing 


| 
| In budget 


i 

' Program by activities: 
. Administrative headquarters for naval districts, bases, 

I I oa cS ena laa laid aianig snag asmepaaaeialaaie 
. Servicewide communications...................-....... 
RE AR RSE 
i nnn NOI ct tn os chin ached pace ORS SIE 
Inter-American affairs and support of international 

GIN. oo cceunapincsnbenawsne 
Departmental administration 
. Printing equipment and related costs, printing plants. 
i UIE OUI Se era cla sa anes ares ws are apace 
. Contingencies of the Navy............................. 


Total obligations 





COHOID rrr = 


Financing: 
Appropriation (new obligational authority)............... 











641, 045, 000 | 750, 085, 000 | +109, 040, 000 


Revised 
| estimate 


300, 000 
15, 125, 000 
11, 152, 000 
118, 214, 000 


Difference 





* +4, 957, 000 





118, 214, 000 +4, 957, 000 
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Object classification 
































In budget Revised | Difference 
| estimate 
Total number of permanent positions. .......................- 12, 098 SR GP hak a Sec tdick 
Full-time equivalent of all other positions_____-_- <apaiaianticae eed, 
Average number of all employees__-.................---.-.---- 11,771 SOE Boi cltesesecncacen 
Number of employees at end of year__..............-..-.----- 11, 950 BOS a e 
| —— = See ——— = 
01 Personal services: 
Permanent positions _- ad $56, 934,430 | $56,934,430 |............-. 
Positions other than permanent SR BO 70, 100 BU RE csi aoa cee 
Other perperial Cer Views. os. 5 <i kk cee oie sce 2, 700, 470 | 2, 700, GE eiukse. 
Tete Pataca COT VIE. nc cacucddadanslenbsaee 59, 705, 000 | 59, 706, 000 ea Eee 
02 Travel since hee _..| 3, 360, 692 3,360,602 |.............. 
03 Transportation of things_-_- et (ind iebeesl 188, 600 188, 600 | a 
04 Communication services-_--- ; = a i 6, 310, 200 | 6, 310, 200 | _- 
05 Rents and utility services.__...............--- cb beesoen 2, 461, 400 | OE EE 
06 Printing and reproduction__- tei ashgee npiate aie $ee 2, 015, 749 Ee nee 
07 Other contractual services riba geen csaebiehaeteeeieed 13, 609, 110 Be BE Bi onicunntecucts 
Services performed by other age Re bce. 5c sake 606, 000 | 606, 000 
Labor contracts with foreign governments “ae 1, 117, 100 1, 117, 100 |__- 
08 Supplies and materials eviaeinaa sd akas Soe 6, 708, 828 6, 708, 828 é 
09 Equipment- cate a ae 13, 123, 200 18, 080, 200 | +$4, 957, 000 
11 Grants, subsidies, and contributions..........-.....----- 4, 017, 971 Oa WU Cieeactdencecnte 
15 Taxes and assessments... -_- piabii seo cata usckielldhubinaistedinonen 33, 150 33, 150 Le caetiguibindnnieeeia 
RE CNS 5 tenes sce hades scot keds eases aieegaancaes 113, 257, 000 “118, 214, 000° +-4, 957, 000 





1 Average number of persons: 1957—747; 1958—935; 1959—966. 


Mr. Manon. I see before me familiar faces. We have before us 
today the amendments to the fiscal year 1959 budget for the Depart- 
ment of the Navy, contained in House Document No. 364. What is 
the suggested procedure ? 

Mr. Armstrong. I would suggest that a statement which I have of 
three and one-third pages be read by me, or in the alternative, if you 
prefer, I can submit it for the rec ord. 

Mr. Manon. Please read it. 

Mr. Armstrong. Then we w ould like to proceed with the program 
sponsors following me with Rear Admiral Raborn, who is in charge 
of the POLARIS dev elopment. 

Mr. Manon. You may proceed without interruption. 


StaTreMeNnT or Hon J. Srnciarr Armstrrone, AssisTaANT SECRETARY 
or THE NAvy 


Mr. Armstrrone. Mr. Chairman and members of the committee, on 
April 2, 1958, the President transmitted for the consideration of the 
Congress amendments to the fiscal year 1959 budget involving increases 
in the amount of $1,455,747 000. Of this amount, $452,847, 000 is to be 
applied to Departmeii of the Navy appropriations. 

We are requesting the additional funds for three major programs: 


1. The POLARIS fleet ballistic missile program__..._____________ $306, 757, 000 
STIS “WHINGG: oo a 112, 000, 000 
oi eee raineihe. walonlia = ROO ss aie ses Sn ee 34, 090, 000 


The appropriations requiring amendments, and the proposed in- 
crease In each, are as follows: 


Alreraft and related procurement_............................... $23, 490, 000 
me ICN <A e ehes e 3, 460, 000 
rene. GOUe) lpibesete 636 ot Se ee he 206, 800, 000 
NN EE LER EEE 1, 500, 000 
Procurement of ordnance and ammunition___.____________________ 103, 600, 000 


i A ne saccclasied ase cae seateaceee edhe 109, 040, 000 
Servicewide a cai rss ic ceecticcteteace reer eae ante eenteemeatiean 4, 957, 000 
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Additionally, the POLARIS program and Pacific missile range will 
show increases totaling $18,753,000 in the military construction pro- 
gram to be submitted to Congress. 

The funds provided by these amendments will enable the Navy to | 
move ahead rapidly with high priority projects in critical program 
thereby contributing to the United States deterrent capability ‘aa | 
providing an improved antisubmarine warfare position earlier than 
would be possible if these items were held up for submission either 
later in the fiscal year, or in the budget for fiscal year 1960. 

I will describe briefly the amendments to the individual programs 
which are being submitted for your consideration. 


POLARIS FLEET BALLISTIC MISSILE PROGRAM 


During the hearing on the appropriation “Procurement of ordnance 

and ammunition” you were informed of the proposal made by the 

Secretary of the Navy to the Secretary of Defense for further ac- 

celeration of the POLARIS program. This proposal was studied 

thoroughly by the Secretary of Defense and his advisers. The de- 

. cision was made to proceed with an accelerated program which would 

} provide 2 fleet ballistic-missile submarines in addition to the 3 already 

funded, thus raising the total to 5, as well as advancing significantly 

| the completion dates of the first 3 submarines. Rear Admiral Raborn 

will outline what these funds will provide, in addition to the sub- 
| marines I have mentioned. 

In order to place greater emphasis on this urgent program, the 
decision was made to defer construction of an ammunition ship and 
the conversion of a seaplane tender by dropping them from the fiscal 
| year 1959 program previously outlined to you. These funds, totaling 


$29 million would be applied instead to the accelerated POLARIS 
submarine construction program. 


ANTISUBMARINE WARFARE 


| 
: 
| The Chief of Naval Operations, in his appearance before this com- 
mittee in February, discussed in considerable detail the Navy’s re- 
quirements for antisubmarine warfare. The amendments to this 
program are designed to further our capability in this vital area and 
are a recognition of our insistence on increased emphasis in this field. 
Rear Admiral Weakley, who also has testified previously on the 
antisubmarine warfare program, will present the substance of this 
request. 
PACIFIC MISSILE RANGE 


In April 1957, the Secretary of Defense directed that a review be 
made of all missile test ranges as to capability, workload, and future 
) lans. Asa result of this study, the development of an expanded range 
| in the Point Mugu area was authorized by the Secretary of Defense 
and assigned to the Navy for management control on December 7, 
1957. The development of the detailed requirement was too late for 
ion % in the basic fiscal year 1959 budget. In view of the extent of 
the United States missile program and the rapidity with which it is 
moving, the need for expanded facilities was considered so urgent 
as to require initial funding by means of this amendment. 
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Rear Admiral Masterson, Director of the Guided Missiles Division 
in the Office of the Deputy Chief of Naval Operations for Air, has 


overall cognizance of this program, and is the principal witness for 
its justific: ation. 


TABULAR SUMMARIES OF AMENDMENTS 


We have prepared tabular summaries to show the effect of the pro- 
posed amendments, both by programs and by appropriations. These 
are attached as tables I and II. 

Table I shows in concise form the increases in new obligational 
authority by programs, and by the appropriations to be amended. 

Table II is a tabulation of all Navy appropriations for fiscal year 
1959, showing new obligational authority, obligations, and expendi- 
tures, as outlined in the basic budget on as revised by the proposed 
amendments. 


REVISED FINANCIAL TABLES 


At the start of the hearings on the Navy appropriations, Read Ad- 
miral Beardsley submitted various financial summary tables in con- 
nection with his preliminary statement. Tables A through E, which 
appear on pages 13 through 20 of the record of the Navy hearings, 
have been revised to reflect the proposed amendments and the revised 
fiscal year 1958 financial plan. I would like to insert the revised tables 
in the record at the concede of my statement. 


CONCLUSION 


To conclude, I wish to emphasize that we are submitting a minimum 
request for inc reased funds to be applied only to programs which are 
of the highest priority in the overall plans for National Defense. 
These funds will contri ve to an improved defense against submarines 
and submarine-launched missiles, will enhance our Nation’s re taliatory 
capability, and provide for range facilities which will materially aid 
the national missile program. 

(The tables referred to follow } 


TaBLeE I.—New obligational authority, by appropriation title—Amendment to 
Wh ag 98 President’s fiscal year 1959 budget (excludes miliiary construction) 


{In thousands of dollars} 


POLA- | Antisub-| Pacific President’s 





Revised 
Appropriation title RIS marine missile Total budget budget 
warfare range 
E 
Aircraft and facilities, Navy_..........- nsidiadeliisitiadaialie 3, 460 3, 460 840, 548 844, 008 
Aircraft and related procurement, Navy.|.....-.--- } 4,100 19, 380 23, 490 2,069, 105 | 2,092, 595 
Ships and facilities, Navy ae | eet f: 1, £00 | 789, 238 760, 738 
Shipbuilding and conversion, Navy = "161, 000 | 45,800 e-------| 206,800 | 1,381,000 | 1, 587, 800 
Procurement of ordnance and ammuni- | 
IN ns IS ee 1A tale Oe 91, 000 12, 600 os -----| 103,600 460,235 | 563,835 
Research and devel pm ent, Navy...... 49, 800 48, 000 | 11, 240 109, 040 641,045 | 720, 085 
Servicewide operations, Navy_.......-.- 4, 957 = . 


a 4, 957 113, 257 118, 214 


WUE iatia des vacuehn tacit ocanus eee 112, 00 | 34,060 | 452, 847 
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TaBLE A.—Comparison of new obligational authority by appropriation title, including 
supplementals and amendment to fiscal year 1959 budget; unexpired general and 
special fund accounts (includes military construction), fiscal years 1957-59 


{In thousands of dollars] 





a Fiscal year 
Fiscal year | Fiscal year 1959, Presi- 


Appropriation title 1957, Public | 1958, Publie |dent’sbudget, 
Laws 639, Laws 85-117, | amendment 
814, 85-39 | 85-170, 85-322; and supple- 
} mental 


GENERAL FUND ACCOUNTS 








Military personnel, Navy--- 2, 478, 316 2. 477. 000 2, 522, 818 
Reserve personnel, Navy-.-. 90, 000 83, 268 88, 735 
Navy personnel, general expenses 83, 980 84, 300 86, 305 
Military personnel, Marine Corps. --. 644. 100 609, 449 613. 606 
Reserve personnel, Marine Corps ; 26, 800 22, 500 24, 000 
Marine Corps procurement. : ; a 164,000 |. : 30. OOK 
Marine Corps troops and facilities... _- 171, 720 173. 000 
Aircraft and related procurement, Navy. 1, 732, 900 1, 837, 000 2, 092, 595 
Aircraft and facilities, Navy-.- 810, 772 841, 600 844, 008 
Shipbuilding and conversion, Navy E 1, 479, 700 1, 880, 000 | 1, 587, 800 
Ships and facilities, Navy-- 766, 040 811, 100 | 790, 738 
Procurement of ordnance and ammunition, Navy 294, 000 207, 800 | 563, 835 
Ordnance and facilities, Navy - .- ; 163, 680 158, 000 149, 850 
Medical care, Navy-- 71, 323 93, 200 88, 532 
Civil engineering, Navy 129, 600 131, 000 126, 554 
Research and development, Navy-.- 541, 630 569. 577 750. O85 
Servicewide supply and finance, Navy 297, 486 294, 500 312, 637 
Servicewide operations, Navy-. 102, 435 104, 400 118, 214 
Naval petroleum reserves ; 683 25 1, 683 
Subtotal, general fund accounts, excluding military 
construction ; 10,049,165 | 10,378,519 10, 960, 247 
Appropriations ili cicibea i oa 9, 989, 793 9, 866, 355 10, 261, 400 
Amendment to budget ‘citemdiieiendaaal nosed ‘ aed nieelidinet . ‘ 452, 847 
Transfers of new obligational authority........._- otiencgucillis 36, 372 — 27, 836 |........ ; 
Transfers of unobligated balances. a te ed ol le eet 23, 000 +190, 000 +100, 000 
Supplemental Defense Appropriation Act, fiscal year 1958____-. aul sic ie 350, 000 |....... : 
Supplemental defense appropriation bill, fiscal year 1959..____|__- : ; iia 146, 000 
SPECIAL FUND ACCOUNTS 
Preparation for sale or salvage of military property, Navy--.-.. 10, 933 14, 000 15, 000 
Ships’ stores profits, Navy- phidkeoeies acacia ate 8, 302 8, 100 8, 100 
Total, excluding military construction. --- ‘ oe 10, 068, 400 10, 400, 619 10, 983, 347 
Military construction, Navy-__-- “. pbs Gata a kasi 400, 000 265, 000 360, 253 
Military construction, Naval Reserve Forces_..._......-- ee Th GO Lccoacatinewicel 8, 000 
Total, new obligational availability.............. <r 10, 478, 104 10, 665, 619 11, 351, 600 
Transfers from unobligated balances. - d wadala — 258, 000 — 190, 000 — 100, 000 
New obligational authority. .__- ‘ —— 10, 220, 104 10, 475, 619 11, 251, 600 





ee 
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TaBLe B.—Comparison of net expenditures by appropriation title, including sup- 
plementals and amendment to fiscal year 1959 budget; total Navy unexpired and 
expired general, special and revolving fund accounts (includes military construction) 


Appropriation title Fiscal year Fiscal year Fiscal year 
1957 actual | 1958 estimate | 1959 estimate 


GENERAL FUND ACCOUNTS 





Annual appropriation accounts ! ‘ op — 5, 968, 038 5, 863, 335 | 5, 762, 652 
Cordiner supplemental nite dialect Dott nidictain Maat ebaisedabtcalcaietil 142. 000 
Amendment to fiscal year 1959 budget_____.___- nalts Se ate 3, 500 

Marine Corps procurement ; eataed valsadetae 209, 913 175, 000 | 175, 000 

Aircraft and related procurement, Navy a tniaiiae 2, 172, 764 2, 450, 000 2, 100, 000 
Amendment to fiscal year 1959 budget_._........__-_____. : Sal cbaire coe ae 13, 000 

Shipbuilding and conversion, Navy paeueaewe : 916, 909 1, 180, 000 | 1, 367, 000 
Amendment to fiseal year 1959 budget__ = aoe : | 54, 000 

Procurement of ordnance and ammunition, Navy_-._.___-__-- 309, 455 320, 000 | 375, 000 
Amendment to fiseal year 1959 budget _- ‘ cated. A ‘ 48, 000 

Military construction, Navy 353, 568 | 381, 000 | 308, 000 
Proposed for later transmission Sadi pee | 45, 000 
Amendment to fiscal year 1959 budget___- i 16, 600 

Military construction, Naval Reserve Forces - ----- ; 15, 304 18, 500 14, 000 
Proposed for later transmission i 2, 000 

Research and development, Navy ae 522, 589 | 590, 000 605, 000 
Amendment to fiscal year 1959 budget_-- aes | | 78, 500 

Special fund accounts__- eau 19, 004 | 21, 800 | 22, 900 

Navy stock fund —126, 001 | —130, 000 | —40, 000 

Navy management fund 13, 731 38, 400 | 55, 251 

All other revolving fund accounts 23, 129 | —9, 035 —20, 803 

Total, net expenditures 10, 398,315 | 10, 899, 000 11, 126, 600 

Basic budget - 10, 398, 315 10, 899, 000 10, 724, 000 

Cordiner supplemental 7 142, 000 

Military construction, proposed | 47, 000 

Amendments to fiscal year 1959 budget | | 213, 600 


1 Includes expired multiple year accounts and miscellaneous M accounts. 


NotTre.—All amounts are rounded and may not add to totals. 


TaBLE C.—Ezpenditures and amounts available for expenditure including supple- 











| . al rry r . 

mentals and amendment to fiscal year 1959 budget—Total Navy unexpired and ex- 

. pired ‘general, special, and revolving fund accounts fiscal years 1956-59 (includes 

military construction) 

[In billions of dollars] 

Estimated 

. ttam Fiscal year |/——————— 

; 957 . = 

. 1957 actual | Fiscal year | Fiscal year 

: 1958 1959 

. Unexpended cash balance, start of year. ...-........----.----- } 12. 4 | 11.8 11.4 

Plus: | | 

. New expenditure availability _-...........-.-----.- ienul 10.5 | 10.7 11.4 
Transfers, net_--. ; Se ee a ae .0 | —.2 -.1 

: MNOS oo elec in Sinancenseenacaecheken tein aauvelnes —.2 ‘ |-------------- 

| Equals: Total available for expenditure--............---.--...- | 22.6 | 22.3 22.6 

| Less: 

| Expenditures (combined statement) --_-...........---- —— 10.4 10.9 11,1 

Unobligated balances withdrawn -.........-..-----.- — i. icwnaswentean calles ciceaiele 

' Equals: Unexpended cash balance, end of year_.....-..--- wane] 11.8 | 11.4 11,5 

| Memo: Anticipated reimbursements from undelivered MAP 

. NT RUIN CIN iw os kc caticnwecsccvacscnsueowcscsncrecs 2 3 2 








Nore.— All amounts are rounded and may not add to totals. 
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TABLE D.— Obligations and amounts available for obligation including supplementals 
and amendment to fiscal year 1959 budget—Unerpired general and special fund 


accounts, 


Item 


FISCAL YEAR 1957, ACTUAL 
Resources available for obligation 


Unobligated balance, July 1, 1956, actual_- 


Anticipated reimbursements from undelivered 
common item orders-_-. 


Appropriations and other reimbursements. -- 
New obligational authority. 


Appropriations 
Transfers of new obligational authority - - - 
Transfers of unobligated balances. 


Transfers from unobligated balances... 
Rescissions - - 
Anticipated reimbursements. 


MAP common item orders. - 
All other sources. 


Recoveries of prior year obligations 
Total available for obligation in fiscal year 1957... 
Obligations and balances 
Obligations incurred in fiscal year 1957_-_- 
Balances expiring for obligation June 30, 1957- 
Unobligated balances available in fiscal year 1958 
FISCAL YEAR 1958, ESTIMATE 
Resources availabie for obligation 
Unobligated balance, 


July 1, 1957, actual_._- 


Anticipated reimbursements from 
common item orders. 
Appropriations and other reimburseme nts____ 


undelivered 


New obligational authority - - 


Appropriations - - . 
Transfers of new ob ligation: al aw 
Transfers of unobligated balances. 


Anticipated reimbursements.-_--...........-.---.----.-- 


MAP common item orders. 
All other sources. 


Recoveries of prior year obligations..................--- 


Total available for obligation in fiscal year 1958... ....- 


Obligations and balances 


Obligations incurred in fiscal year 1958. - 
Balances expiring for obligation June 30, Seo 
Unobligated balances available in fiscal year 1959. _.. 


FISCAL YEAR 1959, ESTIMATE 


Unobligated balance, July 1, 1958, estimate 


Anticipated reimbursements 
common item orders- 
Appropriations and other re im bursements 


from undelivered 


New obligational authority - 


Appropriations (includes Cordiner supplemental) -- 
Transfer of unobligated balances 

Proposed for later transmission... 

Amendment to budget.... -- 


[In thousands] 





fiscal years 1957-59 (includes military construction) 

















-| “i, 813,092 


Total All other ap- | Military con- 
propriations struction 
| $3,729, 452 $3, 508, 260 $221, 192 
MAP | | 
201, 336 | 201, 336 ‘ 
| 3, 528, 116 | 3, 306, 924 | 221, 192 
"10,478,104 | 10,068,400 | 409, 704 
10, 183, 732 | 10, 009, 028 174, 704 
: +36, 372 | +36, 372 | 
| +258, 000 | +23, 000 +235, 000 
—23,000 | —23, 000 | oes 
46, 110 46, 110 | ee 
358, 44 | 358, 407 7 
70, 032 | 70, 032 | a 
288, 422 288, 375 | 47 
982,021}  —«-282, 021 |___- 
aoe 14,778,922 | 14, 147, 070 | 630, 943 
| | —_—— 
| | 
11,148,116 | 10, 720, 825 427, 291 
92, 068 | 92, 068 . 
3, 538, 737 3, 335, 085 203, 652 
= | ——— 
| 
! 
| 
MAP | 
208, 095 208, 095 
3, 330, 642 3, 126, 990 203, 652 
oath 10, 665, 619 | "10, 400, 619 265, 000 
nana “10, 503, 455 10, 238, 452 265, 000 
—27, 836 ” 836 5 | 
oe +190, 000 4190; 000 - acaibi Soa 
_...) 396, 484 | 394, 484 2, 000 
es 138, 349 138, 349 | Sgt 
_ 258, 135 256, 135 | 2, 000 
oe 212, 251 212, 251 | - 
7 "14, 342, 440 | 























11,713,756 | 11, 398, 756 | 315, 000 
"3, 099, 336 2,943,684| 155, 652 
ee , oe —————— 
can | 3,099,336 | 2, 943, 684 | 155, 652 
MAP | 
= 274, 801 | 274, 801 ; os 
se 2, 824) 535 | 2 668, 883 | 155, 652 
“11, 351, 600° | 10, 983, 347 | 368, 253 
—| —— 
10, 430,500} 10, 430, 500 |..........---. 
5 eee +100, 000 | fA ED Esa —Snctsigeecsee 
I cceteaienal 239,500 
aa 531, 600 452, 847 78. 753 








ESE rr ee 
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TasBLe D.—ObDligations and amounts available for obligation including supplemen- 
tals and amendment to fiscal year 1959 budget—Unecpired general and special 
fund accounts, fiscal years 1957-59 (includes military construction )—Continued 


{In thousands] 


] | 
| 











Item Total | All other ap- | Military con- 
| propriations | struction 
— _ — —EE — — | ee a - 
FISCAL YEAR 1959, ESTIMATE 
Anticipated reimbursements, all other sources _ - “ | $297, 172 $295, 172 $2, 000 
Recoveries of prior year obligations. -_._........_---- 60, 000 U0, Gee |... <cccussennnt 
Total available for obligation, fiscal year 1959. _- | 14,808,108 | 14,282,203 | 525, 905 


i= = === 








Obligations and balances 


Obligations incurred in fisca] year 1959_____- adceaes ------| 12,345, 353 11, 947, 553 397, 800 
Basic request (includes Cordiner supplemental) -_.--__- 11, 630,706 | 11, 505, 706 125, 000 
Military construction, proposed _-_- Tae 201, 000 e 











z ; 201, 000 

Amendment to fiscal year 1959 budget -. _- 513, 647 | 441, 847 71, 800 

————————S SS ee 

Balances expiring for obligation June 30, 1959__............____]} s : sis'eeitn Ae 

Unobligated balances available in fiscal year 1960_- 2, 462, 754 | 2, 334, 649 128, 105 
Anticipated reimbursements from undelivered M A P com- 

mon item orders_.-..-- sco eect iphanielanete 196, 444 | 196, 444 |..2.4sscenemn 

Appropriations and other reimbursements---__-.-.._-- ae : 2, 266, 310 2, 138, 205 128, 105 

i { 





Norte.—All amounts are rounded and may not add to totals. 


TaBLE E.—Estimated unobligated and uncommitied balances by appropriation title, 
| including supplementals and amendment to fiscal year 1959 budget, unexpired 
general and special fund accounts, fiscal years 1957, 1958, and 1959 (includes 
military construction) 

{In millions of dolla:s] 


' 
; 
: 
: 














June 30, 1957 June 30, 1958 June 30, 1959 
i ' | 
: Appropriation title = eee om ee eee ge oe | a 
' : Com-| Un- | Com-; Un- | | Com-| Un- 
' | Total | mit- | com- | Total! mit- | com- | Total | mit- | com- 
{ ments |mitted nents |mitted | ments |mitted 
| | j | 
' ae a Oe | 7 “EN as > aaa oe ee “i aa 
: GENERAL FUND ACCOUNTS | | | 
i | | } j 
Marine Corps procurement. 387 118 | 269 | 256 | 60 196 | 93 60 33 
: Aircraft and related procurement, | | 
' Nicci ssscindes peetiaameehe 4 1,790 | 1,167 | 623 | 1,477 | 1,050 426 | 1,320 1, 080 240 
' Shipbuilding and conversion, Navy.| 956 | 184 772 | 1,124 400 | 724] 859 | 311 548 
ij Procurement of ordnance and ammu-} | | | 
i nition, Navy é | 157 | 42 114 43 | 26 17 31 | Ol A ese 
; Research and development, Navy 23 | 3 20 25 | iss. 23 | 23 
Annual accounts (MAP common | | | | } 
: item orders) --.--..-.- - 19}}: 2 19 | 7 F<. 17 | 7 7 
; inmate ictal Oa S ccscdicaiecsal asec | ! 
; Subtotal __- . 3, 333 | 1,515 | 1,818 | 2,942 | 1,562 | 1,380 | 2,332 | 1, 504 828 
Military construction, Navy----- W798 tove | 178) 143 133 | 10 122} 122) 5 
Military construction, Naval Re- | 
\ serve Forces £5 | Gt: <<: 26 | 13 | 8 | 5 | 6 | $13 3 
Total, general fund accounts 3, 536 1, 515 | 2,021 3, 097 1,703 | 1,395 | 2,460 | 1,632 | 828 
| | | | | | 
SPECIAL FUND ACCOUNTS 
Ships’ stores profits, Navy | Bisec 2 | mw Tose | 2 ei 2 
i EE ene pene —————— oats meas ees —— a 
. Total, general and special fund | | } | 
: accounts __. 3, 539 | 1,515 | 2,024 | 3,099 | 1,703 | 1,397 | 2,463 | 1,632 830 
1 | | | 








Note.—All amounts are rounded and may not add to totals, 
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SraTPMENT OF Rear ApmM. ALBert G. Mumma, Cur or THE BUREAU 
or Surps 


Mr. Manon. We will insert in the record the statement of Admiral 
Mumma who cannot be here today. 


Admiral Mumma. Mr. Chairman and members of the committee, the amend- 
ment to the 1959 budget includes the construction of 2 additional POLARIS 
submarines, and the procurement and installation of electronic equipment for 
antisubmarine warfare. The bulk of these funds, $206.8 million, is requested 
for “Shipbuilding and conversion, Navy.” In addition, $1.5 million is requested 
for “Ships and facilities, Navy,’ for installation of certain of the electronic 
equipment. 

I know that you gentlemen have been informed of the great potential of the 
POLARIS submarines. The coupling of the relatively safe and dependable solid- 
propellant ballistic missile with the range and concealment of a nuclear-powered 
submarine will provide the Navy with the striking power to reach almost any 
target. 

Funds for construction of 3 of these ships were provided in the supplemental 
defense appropriation bill for fiscal year 1958. The contract plans and specifica- 
tions for this class of submarine have been completed. I can now report that all 
3 of these ships have been awarded to builders and that construction is already 
well under way. Two of these ships are being built at the Electric Boat Division 
of General Dynamics and one is being built at the Mare Island Naval Shipyard. 
Both of these shipyards are experienced builders of nuclear-powered submarines. 

The request at this time for two submarines represents an effort consistent 
with the hardware and know-how that are available at the present time. The 
addition of these submarines to the program would fill a gap in this top-priority 
project between the 3 ships already authorized and those which are expected to 
be included in the 1960 budget. The ships now requested are follow ships to those 
previously authorized, and the contract plans and specifications for the first three 
ships will generally apply to the fourth and fifth. No extraordinary design or 
construction difficulties are anticipated. For the most part, these new subma- 
rines will incorporate tested and proven components. The five POLARIS ships 
will differ from other guided missile submarines now under construction chiefly 
in the method of launching and the greater array of specialized equipment neces- 
sary. A building capacity exists in the private and naval shipyards which is 
more than adequate for a program of this size. 

The estimated cost of these 2 submarines is $190 million, approximately the 
same cost per ship as the first 3. 

Ample tonnage authority is available from the act of March 27, 1934, (Public 
Law 135, 73d Cong.). 

Under the ASW program acceleration, we are requesting $45.8 million for 
electronic equipment for anti-submarine warfare under “Shipbuilding and con- 
version, Navy” and $1.5 million for electronic installations under “Ships and 
facilities, Navy.” These funds would enable us to accelerate our efforts in this 
critical area and to take advantage of certain recent developments in submarine 
detection. 

The Russians have over 450 submarines. We have in being or under develop- 
ment an array of antisubmarine weapons that includes nuclear depth charges, 
antisubmarine homing torpedoes and rocket-assisted devices that will carry the 
torpedoes or depth charges to extended ranges. One of the greatest problems is 
finding the submarines in order to effectively use these weapons. Finding a 
submarine involves: 

1. Surveillance : Determination that something is there. 

2. Detection : Pinpointing the location of the object. 

3. Classification : Is it a submarine or a whale? 

4. Identification : Whose submarine is it? 

Each of the above problems involves tremendous efforts for electronics. 
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The present request for additional funds is designed to improve the existing 
antisubmarine capabilities in the present fleet and to expedite new developments 
to be incorporated largely in the new construction ships. 

The cost of the increases requested for POLARIS submarines and electronics 
would be partially offset by deferring the conversion of one seaplane tender and 
the construction of an ammunition ship. ; 

Your approval of this request for additional funds will enable the operating 
forces to obtain the fourth and fifth POLARIS submarines many months earlier 
than would otherwise be possible and will substantially augment the critical 
area of antisubmarine warfare. 


Mr. Manon. Admiral Raborn, will you proceed ? 


STATEMENT OF Rear Apm. W. F. Raporn, Director, Specian 
Progects Orrice, BurREAU OF ORDNANCE 
: 


Admiral Rasorn. Mr. Chairman and members of the committee, in 
February a supplemental budget request for fiscal year 1958 was 
approved that permitted important increases in the fleet ballistic 
missile program. In general terms that a provided for: 

Nuclear-powered POLARIS submarines to be begin in fiscal year 
1958 ; 

Availability of a force of submarines earlier than originally 
planned ; 

Increased research, development, and test programs to maintain 
acceptable assurance of success within abbreviated schedules. 

This work is now well under way. 

It is now proposed to adjust the fiscal year 1959 budget to support the 
fleet ballistic missile program next year at a level consistent with the 
scope and urgency established for the current year. I should like to 
present a status report for POLARIS and explain the needs and op- 
portunity for continuing progress in fiscal year 1959 on an augmented 
basis. 

Construction contracts have been awarded for all submarines au- 
thorized in the supplemental fiscal year 1958 Appropriation Act. 
Nuclear propulsion machinery, navigation gear, fire control and 
launching equipment have been ordered for delivery in time for instal- 
lation. 

On March 23, the feasibility of launching a full-scale POLARIS 
test missile from underwater was demonstrated for the first time. 
Using a test launcher we successfully ejected a missile from the under- 
water facilities off San Clemente Island, Calif. This success repre- 
sented a most significant milestone in proving the operability of the 
POLARIS weapon system. 

Major components of the POLARIS missile have been undergoing 
flight and ground tests for several months. These tests have indi- 
cated expected thrust and performance. 

Navigation equipment is being tested and evaluated aboard the 
U.S o Compass Island. The weapon system development test ship 
is undergoing conversion, to be completed this year. 
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At the same time the submarines and missiles are moving toward 
their merger in a complete weapon system and the human element is 
also being prepared. An intensive training program is proceeding to 
provide personnel skilled in the new specialties demanded by fleet bal- 
listic missile operations. 

In summary, we are pleased with the progress that has been 
achieved. There are problems that will need additional emphasis, but 
the weapon system as a whole is moving along very much on schedule. 
This steady progress is attributable to a hard-working team of Gov- 
ernment and industry engineers associated in the fleet ballistic missile 
program. 

Small business participates, to a very substantial degree, in the 
prosecution of the POLARIS progam. While some small business 
firms are contracted with directly on a prime contract basis, the bulk 
of small business participation is on the subcontract level. 

Lockheed Aircraft Corp., the POLARIS prime missile system con- 
tractor, has dealt with 901 vendors, other than their 2 major sub- 
contractors—Aerojet and General Electric. Of these 901 members, 
739, or 82 percent, are small-business firms. And, of the dollars spent 
with these 901 vendors, 7314 percent was given to small-business 
firms. 

The members of this committee have been most considerate in allow- 
ing me to present the requirements of the POLARIS program. Your 
interest and assistance in this vital program is very much appreciated. 

Now, I have a short motion picture, if it meets with your approval. 

Mr. Manon. You may proceed. 

(A short motion picture was shown to the committee.) 


ADDITIONAL FUNDS FOR POLARIS PROGRAM 


Mr. Manon. Please compare the Navy request to the Secretary of 
Defense for supplemental funds for the fleet ballistic missile program 
with the one pending before the committee. Please cover such items 
as numbers, funds, operational dates and other types of pertinent 
information. 

Admiral Razorn. You are talking about the 6-boat program versus 
the 2-boat program ? 

Mr. Manon. In effect that is it. 

Whoever really knows these figures best should give them because 
we need to have them very precisely. 

Mr. Armstrong. I believe that Admiral Raborn can testify to these 
figures we have prepared. I believe that we have submitted them 
informally to the staff 

Mr. Manon. I would like to point this out very clearly to the com- 
mittee, that there is some issue.as-to whether or not we should provide 
2 additional POLARIS submarines; making a total of 5; whether we 
should provide for a total of 9; and some have suggested a greater 
number for the fiscal year 1959. 
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We need to understand why vou selected 2 instead of 3 or 6, and 
what the pertinent figures actually are. 

The preliminary information which you have made available to the 
committee indicates that you have a very large increase in cost if 
you go beyond a certain number. We want to understand why you 
can buy 2 more submarines for much less per unit than you can buy 
3,4,5,or6. Do you get my point? 

Admiral Ranrorn. Yes. 

Mr. Manon. We want that made very clear, not only so we can 
understand it now, but have it in the record in such form that we can 
make the point clear to those interested. 

Admiral Rarorn. Basically, the 9-boat program, wherein the Sec- 
retary would recommend 6 additional submarines over the present 
3, was $1.204 billion. This would provide for all of the facilities, 
sunport facilities, and so forth, that a total of 9 submarines would re- 
quire and would bring forward at an earlier date these additional 
supporting facilities which are now planned to be phased in at a later 
date because of the revised submarine building schedule. 

Basically, in that program of 6 additional we would increase the 
number of submarines available to a total of 9 at a submarine building 
cost of some $600 million. 

Mr. WiccteswortH. When; in 1959? 

Admiral Ragorn. If it is authorized ; yes. 

Mr. Wiccreswortn. Would the overall increase be $600 million or 
just the first increment ? 

Admiral Rasorn. It would be a part of the $1.204 billion. 

(Discussion off the record.) 

To support the flight test program on this basis, and to provide fleet 
missiles to meet the submarine completion date, we would increase 
the capacity for missile production from the present planned rate 
to ———- a month. This is included in the $1.204 billion. 

We would, of course, have to accelerate and augment the training 
| of our submarine crews. This would involve building larger facilities 

for the training than we would require for something less, at a price 
of some $7 million. This is essentially what we call a team trainer. 
We would complete the missile development projects essential to meet 
the needs and schedules of the nine submarines in this program and 
increase the insurance of meeting the missile reliability and perform- 
ance objective. 

RELIABILITY OF MISSILES 


The thing that we are faced with is to have these missiles as re- 
liable and as of high performance as possible. The Navy has to have 
missiles to support these submarines of proved reliability over what 
you might be content with if you operated them from land bases where 
you have only a small fraction of the personnel in the immediate vi- 
cinity of the missile when fired. We would like to have a missile whose 
reliability is ———. 

Mr. Froop. Of the first family ? 

Admiral Ranorn. We would like to have that, yes, and higher if 
we can. 

Mr. Anprews. What do you expect to get ? 

Admiral Rarorn. Well, we have done some soul searching on that, 
and we think it is going to run between ——— percent. 
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Mr. Fioop. Why do you not settle for that and get them opera- 
tional ? 

Admiral Rasorn. Well, if we have the nine-boat program I have 
funds in this to step up the flight testing and ground testing of missiles 
and components in order to obtain at an earlier date this hopeful higher 
reliability figure. 

(Discussion off the record. ) 

Mr. Fioop. Where is that amount ? 

Admiral Rasorn. That is under additional research and develop- 
ment work for missile guidance, propulsion, motor cases, atomic energy 
warhead components, reentry controls, and power supplies, and instru- 
mentation. 

Mr. Fioop. You have not given us that amount in the breakdown 
thus far, have you ! 

Admiral Raporn. No, sir. 

Mr. Fioop. The purpose of that amount is to give you greater re- 
liability even in the first generation ? 

Admiral Rasorn. Yes. We would increase the tests and the develop- 
mental work in the missile metal parts, guidance, the propulsion, the 
warhead, and the reentry body, subsystems and hydr wie systems, 
controls and the batteries. 

(Discussion off the record. ) 


FUNDS FOR FLIGHT TESTS AND OPERATIONAL USE 


Mr. Fioop. That is in addition to any research and development 
funds doing the same thing ? 

Admiral Ranorn. Yes; these would be essentially hardware, sir. 

To insure adequate flight tests of the POLARIS missile guidance, 
reentry body, warhead components and to provide funds for the pro- 
curement of service use missiles. 

Mr. Fioop. I did not understand what that amount was for. 

Admiral Rasorn. We would procure additional missiles for flight 
tests and we would set aside full funding for all missiles required to 
support the operation: il use of nine boats in this program. 

Mr. Frioop. This is ammunition ? 

Admiral Ranorn. Yes. 


FIRE CONTROL SYSTEM 


To increase the assurance of shipboard weapon systems perform- 

ance in the nine and subsequent submarines by providing one in-plant 
fire control system. What we do here, Mr. Chairman, is to buy at an 
early date a complete shipboard fire control system, leave it in the 
General Electric plant where it is being constructed, and there create 
improvements, try it out where we have the full talent and skills of 
the personnel, decide what changes we want and then issue those 
changes to the submarines that are then being constructed, or to other 
fire control systems that are under manufacture. 

To permit the most effective schedule and construction of the op- 
erating depot, required to support the fleet ballistic missile submarine 
oper rations by funding this project. 
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MILITARY CONSTRUCTION FUNDS REQUEST 


Mr. Frioop. Would that be military construction of any kind? I 
simply want to know if this is part of what the Navy will have in the 
military construction bill that will come to another subcommittee 
later. 

Admiral Rarorn. This additional funding. We had money pre- 
vious to this in the fiscal year 1959 appropriation which, because 
of the need for these funds at an earlier date in other areas we 
deferred the depot 1 year. That was a total of $5.3 million. That 
$5.3 million plus the ———— which was a part of the original $1.204 
billion, would have completed the depot. It is a little involved, I 
am sorry. 

Mr. Fioop. Anything that you are talking about now for military 
construction for the POLARIS system under the $1,204 billion has 
nothing to do with whatever funds the Navy asks for for military 
construction in a subsequent bill to be presented to another subcom- 

| mittee? 

| Admiral Rarorn. This one does not; no, sir. 

| To provide follow-on submarine projects in the fiscal year 1960 
fleet ballistic missile program by providing additional funding in 
the fiscal year 1959 for longlead time component procurement, for 
additional submarines, at a total of ; 

Mr. Armstrona. Mr. Flood, I want to be sure that the answer to 
your question is complete, and that in the $1,204 billion program 
about which Admiral Raborn is now testifying, there was estimated 
for military construction $36,200,000 in which the item which he has 
just discussed is included. That, however, would be submitted later 
to the Congress in a supplemental military construction request. 

| Mr. Fioop. That is now clear. 

) Admiral Rasorn. To permit accomplishment of this nine-boat pro- 

. gram. 

LONG LEAD TIME COMPONENTS 


Mr. Frioop. Wait a minute, Admiral. What is that amount for? 

Admiral Razorn. That is for some of the lead time components 
for additional submarines in the follow-on program sir. 

Mr. Fioop. What would be one example? 

Admiral Razorn. Nuclear powerplants and pumps. 

Mr. Manon. If you do not mind, let us not interrupt the witness 
until he finishes the answer to my question. Then we will have to ask 
questions, and clarify some of these points later. 

Proceed, Admiral Raborn. 

Admiral Razorn. To permit the accomplishment of this nine-boat 
program at the earliest possible date there of course would be some 
additional funds to provide overtime, multishift operations in the 
phases that would be the most productive, and we estimate——— 
would be required for this purpose. That totals, I believe, $1,204 
billion. 


| 
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FUNDS IN REGULAR FISCAL YEAR 1959 BUDGET FOR POLARIS 


Mr. Manon. I want to get this perfectly clear. Let me ask you a 
series of questions. 

Admiral Raporn. Yes, sir. 

Mr. Manon. How much do we already have in the 1959 budget 
not counting your request today for the POLARIS program ? 

Admiral Raporn. That is $398.5 million, sir. 

Mr. Armstrona. Is that correct ? 

Admiral Raporn. Does that check with your figures? 

Mr. Armstrona. The question is how much is in the fiscal 1959 
regular budget for the POLARIS. 

Admiral Raporn. I can verify that, sir. 

Admiral Brarpstry. I can read it right here, sir. 

Mr. Armsrrone. Would you permit Admiral Beardsley to answer 
your question, sir? 

Mr. Manon. Proceed, and give us what this picture is as to what 
we have to date. 

Admiral Brarpstey. The basic budget for fiscal year 1959 is $398,- 
177,000. We plan to transfer through the emergency fund and by 
other allocations $29,354,000. The amendment in these areas covers 
$323.5 million and, if passed, would total $751,031,000 including 
appropriations and transfers to the POLARIS program, sir. 


FUNDING OF POLARIS PRIOR TO FISCAL YEAR 1959 


Mr. Manon. Now, my next question is, How much money have we 
put into the POLARIS program prior to the 1959 budget? 

Admiral Brarpstey. In fiscal year 1957 it was $118,687,000. The 
basic 1958 budget was $186,713,000. We transferred $3,551,000. You 
passed a supplemental here some months ago for $350 million, which 
makes the total for 1958 $540,264,000. 

Mr. Armstrone. No; the total in 1958. 

Admiral Bearpstry. Yes, sir; the total in 1958. 

Mr. Manon. The supplemental for 1958 was $350 million ¢ 

Admiral Brarpstey. For 1958; yes, sir. That gave the total for 
1958 of $540,264,000 for that year. 

Mr. Manon. The total for 1958 is what ? 

Admiral Bearpstey. $540,264,000. 

Mr. Manon. And you had before 1958 $118 million in 1957? 

Admiral Brarpstry. Yes, sir. 


TOTAL FUNDS FOR POLARIS 


Mr. Manon. Let us lump all this money together for 1957, 1958, 
and 1959, plus your present request, and how much, roughly, do you 
have? 

You can correct it for the record. 

Admiral Brearnstey. If my addition is correct, sir, it is $1,410 mil- 
lion, roughly. 

Mr. Kaun. This should include fiscal year 1956 also. 

Admiral Bearpstrey. This includes a little bit of money in 1956— 
about $20 million. So, to come up to date, add $20 million to that, 
and that would make $1,430 million plus or minus a million. 
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Mr. Armstrrone. That is from 1956 through 1959, sir. 

Mr. Suepparp. That is since 1956 when you had $20 million? 

Mr. Armstrone. Yes, sir. 

Mr. Manon. If we include the amendment now before us and all 
the other cost it is approximately $1.4 billion ? 

Admiral Brarpstry. Yes, sir. 


COST OF ADDITIONAL TWO SUBMARINES 


Mr. Manon. Now, we have already financed 3 submarines, but in 
order to get 2 more, what is it costing us ? 

Admiral Ranorn. We are asking for an additional $306 million, 
sir. 
Mr. Armstronc. Plus one other item for a total of $323.5 million. 

Mr. Manon. We can buy through this amendment two additional 
POLARIS submarines. 

Mr. Wiccteswortu. Mr. Chairman, that figure seems to keep shift- 
ing all the time. 

Mr. Manon. Let us make this clear. 

Mr. Wiccreswortn. It is $306 million plus $29 million is it not? 

Admiral Bearpstey. Yes, sir. 

Mr. Miter. Is not some of that for advanced elements? This in- 
volves more than just two submarines, in other words? 

Admiral Ragorn. Yes, sir; that is correct. Some of this is for 
long lead time items for the next year for missile components. 

Mr. Manon. Some of the amendments to the 1959 budget is for items 
other than the two submarines? 

Admiral Rasorn. Yes, sir. 

Mr. Manon. Please give us the exact figure. 

Mr. Murer. That was the point I was driving at. 

Mr. Manon. That isa good point. 

Mr. Armstrone. Do you mean the ASW and the Pacific missile 
range? 

LONG LEAD TIME ITEMS 


Mr. Manon. Ido not know. You said you had some long lead time 
items. Whatarethey? 

Admiral Ragorn. I will give them to you, sir, in just a second. 

We have $91 million requested in the appropriation, “Procurement 
of ordnance and ammunition, Navy.” This is for missiles ——— and 
long lead time components and some increased missile production 
facilities. I can break that down for you, too. 

Mr. Manon. That isa part of the present program; is it not? 

Admiral Raporn. Yes, sir. 

Mr. Manon. Weare not interested in that. 

Admiral Rasorn. The long lead time components for missiles is 
$12.7 million. 


Mr. Manon. There is $12.7 million for long lead time components 
other than for the 2 new submarines? 

Admiral Rarorn. Yes. sir. 

Mr. Manon. Isthat all? 

Admiral Rasorn. That is for the missiles, and we have long lead 
time items in other areas—no, not in this request; that is right, sir. 
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This is just in the missiles. This is for guidance and other missile 
components. 


OPTIMUM PROGRAM 


Mr. Manon. What would be the optimum program that the Navy 
could reasonably undertake at this time ? 

Admiral Razorn. I can speak only from the technical standpoint, 
Mr. Chairman. The optimum program from a technical standpoint 
in which I am only versed is the six additional boats. 

Mr. Manon. Making a total of nine? 

Admiral Razorn. Yes, sir; making a total of nine. 

Mr. Manon. Why is that an optimum program? Why would not 
8 or 10 or 12 or 15 be an optimum program ¢ 

Admiral Rasorn. This has to do with availability of. shipyards 
without disrupting other high priority construction work, and it has 
to do with the procurement of additional missile production facilities 
without undue overtime prices. It has to do with the state of tech- 
nical development of missile components and the producing of those 
missile components without going into it at this time in the way of 
large expenditures of funds to produce large numbers of the com- 
ponents which we have not yet tested to the extent that it would give 
us the confidence to go on and do more. 

In other words, this program from a technical point of view is, we 
think, about optimum. Now, there are many other considerations 
which, of course, go into it. 

Mr. Manon. Would you call a total of nine boats a crash program 
whatever “crash” may mean ? 

Admiral Razorn. No, sir; I would not, not from a technical point 
of view, sir. 

Mr. Manon. What would be a crash program for this endeavor? 

Admiral Razorn. Well, the definition of “crash” in my mind, sir— 
and I just give it to you based upon what I think, and I do not mean 
to be an expert, of course—means two things: First, betting more 
money that you are right technically than maybe you would like to 
bet, but you are forced into it by reasons other than technical con- 
siderations, and therefore you build on a larger scale and you produce 
on a faster scale. 

A crash program from a technical development standpoint would 
be going into production on something which does not warrant it, 
and the technical program does not give you that confidence. 

Mr. Manon. Except for the urgency of the situation ? 

Admiral Rasorn. Except for the urgency of the situation; that is 
right, sir. 

hose two are quite interrelated, and maybe I do not make myself 
too clear. But, basically, a crash program means that you are over- 
ruled in sound technical judgment by considerations other than from 
a technical viewpoint. 

Mr. Manon. Would a 15-boat program be a crash program at this 
stage? 

dmiral Razorn. I would think so, sir. 

Mr. Manon. What is the magic in “nine” ? 

Admiral Ragorn. I think it is basically tied in, as I said before, 
with the availability of building ways and shipyards, procurement of 
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steel, the availability of facilities to produce the missile and its com- 
ponents without spending a great deal of money ahead of time. 


COST OF NINE-SUBMARINE PROGRAM 


Mr. Manon. Now, I want to have it perfectly clear: 

What would it cost you in round numbers—and you can always 
corre¢t these figures for the record—to go beyond the 5-boat program 
to the 9-boat program ? 

In other words, what is the extra cost after you pass 5 to include the 
9 program ; just in round figures? 

lease do not give us any details at this point. 

Admiral Rasorn. About $852 million. I would like to clarify that 
figure for just a minute to see that this would fully fund the entire 
program, including the price of the missiles, the premium cost. in- 
volved, and so forth. This is a package deal. I would like to also 
take into consideration the increased personnel cost, and so forth. 

Mr. Srxes. Would you need all of the money at this time? 

Mr. Manon. They would need the obligation authority. 

Admiral Razorn. Yes, sir; we would need the obligation authority. 

Mr. Manon. So, they would need the money. 

Mr. Forp. Right away, in fiscal 1959? 

Admiral Razorn. Yes; if we are to keep the submarines coming out 
of the yards at about a increment, and without undue gap be- 
tween those now scheduled and those coming on. 

Mr. Armstrone. And in compliance with the funding directive. 

Mr. Manon. For something in excess of $300 million, we can give 
you 2 additional POLARIS submarines, making a total of 5? 

Admiral Razorn. Yes, sir. 

Mr. Manon. You tell us if we want to give you in addition to the 
funds for the 2 new submarines $800 million plus, we will have a 9- 
boat program, which will accelerate the degree of reliability and the 
operational date, and so forth, of the submarines? 

Admiral Rarorn. Yes, sir. 

Mr. Srxes. Mr. Chairman, may I ask if $800 million plus includes 
the two which are carried in this supplemental ? 

Mr. Manon. No; that is what I want to make clear. 

When you go from 5 to 9, making a total of 4 additional, we have 
to give you $800 million plus? That is what you have testified to? 

Admiral Ragrorn. Yes, sir. 

Mr. Manon. Let us say we would consider augmenting this pro- 
gram by 1, making a total of 6, or augmenting it by 2, making a total 
of 7, and so forth. If we augmented it by one additional submarine, 
how much would it cost ? 

Mr. Armstronc. We have all those figures with us, Mr. Chairman. 

Mr. Manon. You selected five for some reason. When you go to 
six, what is the problem ? 

Mr. Armstronea. Sir, we have all those figures, and we will give 
them to you. 

Mr. Manon. We will want you to list this for the record in very 
concise and understandable form. 

Mr. Armstrone. Admiral Beardsley will give you those figures. 
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Mr. Manon. All right; give us those figures for 1 additional sub- 
marine above the 5 submarines, including all installation require- 
ments, support, and whatnot. 

What would it be? 

Admiral Brarpstey. For an additional $258.5 million you would 
get the sixth boat. For an additional $274 million on top of that 
you would get the seventh submarine, and all the support facilities. 
For an additional $129 million you would get the eighth boat, and for 
the last, I think, $190 million, you would get the ninth boat. 

T will check my figures for the record, sir. 

Mr. Manon. They seem to not be cheaper by the dozen, but they 
seem to be cheaper by a considerable amount when you get the last 
Tor 8or9submarines. Why is that? 

Admiral Raporn. That is because we have some of the essential 
supporting elements paid for. For instance, the outloading depots, 
where you have the skills to check out the missile all in one piece, and 
place it in the submarine. You need that depot as you go along and 
it will serve, of course, for submarines all along up to nine. 

It is the supporting facilities that allow you to take care of the 
submarines up to nine. 

(Discussion off the record.) 


DECISION ON NUMBER OF SUBMARINES IN PROGRAM 


Mr. Manon. Why did you select 5 instead of 6—a total of 5 instead 
of a total of 6 submarines ? 

Mr. Armstrone. Sir, as was mentioned in my opening statement, 
the decision as to the numbers to be selected was made by the Secre- 
tary of Defense. 

Mr. Manon. That is right. 

Mr. Armsrrona. And higher authority, takimg into consideration 
all the things that he has to consider throughout the Defense Estab- 
lishment. 

Mr. Manon. I realize that. You had recommended nine, I believe? 

Mr. Armstrone. Yes, sir; the Secretary, sir, had recommended 
nine to the Secretary of Defense. 

Mr. Manon. I am sure you are familiar with the logic other than 
the purely monetary aspect as to why 5 was fixed as a total rather 
than 6% 

Mr. Armsrrone. I cannot answer that, Mr. Chairman, because I 
do not know the considerations that were discussed. The Joint 
Chiefs considered it, and the Secretary of Defense and other higher 
authority, and I just de not know. 

(Discussion off the record.) 

Mr. Manon. If you were considering, Admiral Raborn and Mr. 
Secretary, and others, the addition of submarines above a total of five, 
would it make sense to consider providing for 1 or 2 additional sub- 
marines ¢ 

POSSIBLE ADDITIONS TO POLARIS PROGRAM 
Would we throw things out of kilter by making the total 6 or 7 


rather than either 5, as recommended, or 9, as recommended by the 
Navy to the Secretary of Defense? 
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Admiral Rasorn. From a technical point of view, provided the 
| funds were made available, of course, for the items which would sup- 
| port the additional submarines, this would not throw us out of kilter. 
| Mr. Manon. Now, I believe you have made this clear, and I ho 
you will correct any inaccuracies for the record, and that you will 
| list this as one of the controversial items. 
| Some people are saying we ought to have more, but we realize that 
| if you add here and there, you soon run into billions of dollars, and 
a very high policy question arises as to whether or not it is desirable. 
There seems to be no doubt whatever but that if the POLARIS sub- 
marines work we need a very minimum of nine. 
Mr. Forp. Mr. Chairman, it is my recollection when we first had 
the presentation for the POLARIS that one of the inferred, if not 
) stated, prime justifications for it was that it would free us from any 
dependence whatsoever upon any allies for its operational capability. 
| We are going back to this dependence, and getting away from 
| the idea that we have free and complete control over the operation 
of this weapons system. 
| Are we or are we not getting away from that idea ‘ 

Admiral Rasorn. Mr. Ford, I have my views on that. This 
borders on matters under the jurisdiction of the Chief of Naval 
Operations, and he has a representative here, Admiral Masterson. 
(Discussion off the record.) 


COST OF POSSIBLE POLARIS INCREMENTS 


Mr. Mauon. I would like to ask a few more questions. List for 
the record a tabulation which would show the cost in total, and by 
appropriation, for 3, 4, 5, or 6 fleet ballistic missile submarine 
programs. 

Admiral Brarpsiey. Yes, sir. 
| Mr. Armstronc. We have all the details here. 

(The information requested follows :) 


Total cost of possible fleet ballistic missile program increments 





{By appropriations, in thousands] 


Number of fleet ballistic missile submarines 
which would be provided (in addition to the 
3 submarines funded in fiscal year 1958) 





-———_——___-—_———- 


| 








3 4 5 6 

ste qetigedaesseaemel copes iomccraioaecsreaans -- er a 
“Shipbuilding and conversion, Navy”’ $351, 000 $451,000 | $551, 000 | $692, 600 
“Procurement of ordnance and ammunition, Navy’’ _-_.| 111, 700 285, 700 314, 700 | 347, 700 
“Research and development, Navy” | 105, 600 105, 600 105, 600 121, 000 
“Servicewide operations, Navy’. _. 7 6, 500 6, 500 6, 500 6, 500 

Subtotal ___- ‘ : : ; 574, 800 848, 800 977, 800 1, 167, 800 
“Military construction, Navy’’__...........-- a 36, 200 | 36, 200 36, 200 | 36, 200 

eS fs _.-| 611,000 885, 000 | 1, 014, 000 | 1 


OPERATIONAL. DATE OF POLARIS PROGRAM 


Mr. Manon. Earlier in the hearings you testified that if you were 
given the go-ahead on this program by ———— 1959, you would be able 
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to achieve an operational capability, by ———-. What, if any, slip- 
page has taken place in your ability to meet this operational date 4 

Admiral Rasorn. There has been no slippage, Mr. Chairman. As 
a matter of fact, I think we have improved our position a little bit 
on this. The target dates that we were thinking of were somewhere 
between ——— I believe. We still have a good chance of making it. 

Our first submarine is now due to come out of the yard, ready for 
trials in ———. 


LOANS FROM OTHER APPROPRIATIONS 


Mr. Armstrone. Mr. Chairman, I would like to have Admiral 
Beardsley add something to that, because of our funding situation. 

Admiral Brarpstry. We are negotiating with the flonan Depart- 
ment right now to allocate on a loan basis some additional funds in 
two appropriations: Specifically, about $33 million in one, and about 
$3 million in another, which would be paid back when we get our 1959 
appropriation so this program can go ahead. 

This is similar to the action which we explained to you last winter. 

Mr. Manon. Have funds already been made available for this pro- 
gram which would be replaced by funds in this supplemental] bill? 

Where and how much? 

Admiral Bearpstey. There is about $33 million in “Shipbuilding 
and conversion, Navy,” and about $3.3 million in “Research and de- 
velopment, Navy.” 

Mr. Manon. What would be the effect of not replacing these funds? 

Admiral Bearpstey. As far as the research appropriation is con- 
cerned, they are being loaned from funds that were earmarked for 
the aircraft nuclear power program for the Navy. I mean, in the 
final analysis the loan will come out of the regular part of the research 
program, and it would have to be returned to them. 

As for “Shipbuilding and conversion, Navy,” $33 million is being 
requested from an area that has to do with the procurement of elec- 
tronics in that appropriation. That money was to be used next year 
and it was taken into consideration when we asked you for NOA. if 
we did not get that $33 million back, it would have a severe effect 
upon our ability to buy and modernize our current fleet with im- 
proved electronics. That would be a very bad situation. 


DELETION OF AMMUNITION SHIP AND SEAPLANE TENDER 


Mr. Manon. What is the reason for the deletion of the ammunition 
ship, and the seaplane tender ? 

Mr. Fioop. First, that is great evidence of considerable flexibility. 
“Flexibility” has become a magic word recently. It seems there is a 
great deal of flexibility in the Department of Defense, and the Navy. 
That is a “Tinker to Evers to Chance deal.” ; 

_ Admiral Brarvstey. I can speak to the $33 million in shipbuild- 
ing, sir. 

Mr. Manon. Do not speak to that. I just asked the question, and 
I would like for it to be answered. 


What. is the reason for the deletion of the ammunition ship, and the 
seaplane tender ? 
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Admiral Towner. They were eliminated, Mr. Chairman, because it 

was felt that the augmentation of POLARIS was more essential than 
the procurement of the ammunition ship and the seaplane tender. 
We transferred them to our 1960 program. 

Mr. Manon. You recently justified these items to us, and told us 
that it was very urgent that you have the ammunition ship and sea- 
plane tender. 

Admiral Towner. That is correct, sir. 

Mr. Manon. Did you justify them previously with a grain of salt? 

Admiral Towner. No, sir; I do not believe so, at all. “When it was 
determined that the POLARIS program would be augmented in the 
amount of $323 million, I believe we decided that about $29 million 
more was needed. So it was decided, since the POLARIS in our 
opinion was more important, that we just had to make a reappraisal 
and delete the ammunition ship and the seaplane tender from the 1959 
program, delay them 1 year, and put them back in our 1960 program. 

Mr. Manon. What was the total request for the seaplane tender 
and the ammunition ship ? 

Admiral Towner. $10 million for the seaplane tender and $19 
million for the ammunition ship. 

Mr. Manon. Was this decision of which you speak made by the 
Navy or the Department of Defense ? 

Admiral Towner. It was made by the Navy. It was made by Mr. 
Gates and Admiral Burke. 


PRIORITY LIST FOR SHIPBUILDING AND CONVERSION PROGRAM 


Mr. Armstronc. Mr. Chairman, I have here a revised shipbuilding 
and conversion program for fiscal year 1959 list which gives the prior- 
ities as I understand them to be evaluated by the Chief of Naval 
Operations. 

Mr. Manon. It might be well to put that into the record. 

Mr. Armstronc. We would like to submit this to you for the record. 

(The list referred to follows:) 


REVISED SHIPBUILDING AND CONVERSION PROGRAM FOR FISCAL YEAR 1959 


The following is the recommended priority of ships and craft in the proposed 
shipbuilding and conversion program for fiscal year 1959, as revised by the 
budget amendments. It is listed here by priority, but were there to be a reduc- 
tion in the program, it would be restudied and the priority again revised. 


Prio--| Vessel type Number of | New construction 











ity vessels or conversion 

De EROS II es on cannot nemencamiinrmucnn ca sirenerawaod 2| New. 
a I En 5d 5 ng inid gu apdiob paesGieeddcutrenpohucta 4 Do. 

3 | Guided-missile submarine SSG (N)._...........--..--------------- 1 Do. 
PPE NE tehbct don cs icin ceuskadakpeekbeneeniabetocken 1 | Conversion, 
5 | Auxiliary submarine AG (SS)-_.-...---- bt tennawe cubiawe sirens 1 Do. 
ee a aS eee cee ee 6 | New. 

Ft CNS CINUN I BOI oon odin odes kee cd cdeeeedecces 5 Do 

SF Come nee CR EIND BRIE CIN sin ooo ie ccd ccicedscnnccuae 1 Do. 

ea ON CO oii seen cca tonanhanewnosiusudatenvios 2 | Conversion. 
ne III, OED BR i nn die nkenendtec-wtenanosins 1| New. 
oe ee a DE gf ) Re re Seay ie eres 1 Do. 
ee UI oS cain n se vacaans nbdunnnnbainecbeaseee ete 2 | Conversion. 
re ee ING Ragin pontine mnanhdhnnknasadoodsndabiaknn ahs 1 Do. 
Et URGE SUTTONS GE CAI GION. 8 ok. 5 os os on oan eke cecccascnnncibe 55 | New. 
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Mr. Armstrona. Now, to give a little of the balance on this thing 
as to the seaplane tender, there remain two seaplane tenders as part 
of the conversion in the 1959 program. 

They are, however, toward the bottom end of the total priorities 
of the existing progr am, and I think that perhaps gives you an indi- 

cation as to what was in Admiral Burke’s mind when he felt. that 
perhaps 1 of the 3 that had been in the program could be dropped 
out. 

As to the ammunition ship, I have heard it said that it was just 
a question of what you could do and that would just simply have to 
wait until the next year, and get along for 1 more year with what 
we have. 

Mr. Manon. The point is that the Department of Defense told you 
to build two more submarines but they did not quite give you free 

rein to request all the funds you would have preferred to have re- 
quested for them ? 

Mr. Armstrong. I think that is a fair and accurate statement, Mr. 
Chairman, or perhaps, within the amount of funds that they felt 
would be appropriate to be recommended to the Congress. We felt 
that additional amounts had to be made available in order to provide 
for this program. 


COST OF INCREASING POLARIS PROGRAM TO 15-BOAT PROGRAM 


Mr. Manon. Admiral Beardsley, what would a POLARIS program 
running to 15 submarines cost you ¢ 

In other words, how much additional money would it cost to go 
from 9 submarines up to 15 ¢ 
Admiral Bearpstey. I think I will defer that to Admiral Raborn, 
sir. 

Admiral Rasorn. We have never had any such figures for consid- 
eration in the Comptroller’s Office that 1 know of 


Mr. SuHerparp. Then, a figure of that character would have to be 
purely assumptive ? 


Admiral Ragorn. Yes, sir. 

Mr. Mauon. I had a figure sometime ago, or an estimate on that, 
but you can put it in the record. 

Admiral Brarpstey. We will be glad to furnish that figure for 
the record. 

Mr. Manon. Please furnish it for the record with a sufficient ex- 
planatory statement. 

Mr. FLoop. It was $1.429 billion for 9, and it would be what for 15? 

Mr. Manon. It would cost about $2 billion for 15. 


_ Admiral Razorn. I have a better guess than that, sir. It is around 
$800 million. 


Mr. Man ww. $800 million more ? 
Admiral Raporn. Yes, sir. 
Mr. Manon. That would bea total of about $2 billion ? 


Admiral Razsorn. I beg your pardon. I thought you said about $1 
billion more. 
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(The information requested is as follows :) 


Cost oF INCREASING POLARIS ProcramM To A 15-Boat Program 


Increasing the POLARIS program from the 9-boat program proposed to the 
Secretary ot Defense to a 15-boat program would require an additional $800 
million. This would provide for the submarine construction, logistic facilities, 
and missiles. This estimate is based upon not changing the proposed schedule 
for completing the first 9 submarines. The construction of the 10th and follow- 
ing submarines would be started on a time scale such that the 10th submarine 
would be delivered shortly after the 9th, and the remaining would follow in 


orderly succession. 

Mr. Manon. I think we have that pretty well covered. Let us go 
off the record, and see that everyone understands what the situation 
is with respect to figures, and with respect to how much the 2 sub- 
marines cost, and how much the additional ones cost. 

( Discussion off the record.) 


VARIANCE IN COSTS OF ADDITIONAL SUBMARINES 


Mr. Manon. Back on the record. Will you please explain the 
apparent inconsistency which Mr. Sheppard just pointed out with 
respect to certain submarines? 

Admiral Razorn. I would be glad, sir, to submit that for the record. 

Mr. Manon. Can you do it now ? 

Admiral Rasorn. The unit cost of the submarines remains approxi- 
mately the same, Mr. Sheppard. We do not have to buy in each 

| increment the same number of missiles and this, I think, is the key 
| to the additional sums you are talking about. 

| Mr. Suepparp. In other words, you jump from $129 million for 
| your eighth one, to $190 million for the ninth one. It is chargeable 
| to missiles ? 

| Admiral Rasorn. Systems acceleration and advanced procurement; 
systems acceleration, in research and development, would be $15.4 
million, and in the shipbuilding and conversion that is $31.6 million. 
That is systems acceleration. 

Mr. Murr. Might I ask a question right there? 
| Admiral Ranorn. For advanced procurement it would be $10 mil- 
lion. 

Mr. Mitier. Would these all be the same pieces of machinery, or 
are you contemplating modifications and differences in the submarines 
or in the system itself that accounts for part of this? 

Admiral Rarorn. Well, sir, this has not been formally approved 
yet, but it is our recommendation to the Chief of Naval Operations 





for his consideration that after the ———— there would be a change 
in the characteristics. 
Mr. Mritzer. In other words, you are not ordering ———— things 


that are all going to be just alike; and, therefore, there is a different 
price involved ? 
| Admiral Rarorn. Yes, sir. 
| Mr. Mrttrr. I can understand that. 
Admiral Rasorn. I would not like to put this on the record 





Mr. Manon. You can mark it off when you receive the transcript. 
I think we have a record here which is very clear. Is there any ad- 
ditional information which we need ? 
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Mr. Suerrarp. I would like to have some time here, if you do not 
mind, Mr. Chairman. 
Mr. Manon. You may proceed. 


. 


SUMMARY OF POLARIS FUNDING 


Mr. Suerparp. Either on or off the record, and I am personally not 
partic ular, 1 want to get these recapitulations straightened out in my 
own mind. 

Under the POLARIS program in 1959, in accordance with your 
previous statement, you have $398,177,000 plus, by transfer, $29,354,- 
000, which makes a total of the c ombination of the 2 figures of $427,- 
531,000. Then, you have an added request for $323,500,000, which 
makes total of $751,031,000 in 1959. 

Then in your recap statement, picking up your funds available in 
1956, 1957, and 1958, to add to 1959, would be an amount of $678,- 
969,000, or a total of $1,430 million for that program. 

Are those recapitulated figures correct, gentlemen ? 

Admiral Brarpstey. They are correct, sir. 

Mr. Suepparp. And, that figure will produce five submarines and 
all of their environmental requirements ? 

Admiral Brarpstry. Yes, sir. 

Mr. Suerparp. If you step up to nine, based upon the figures you 
have given the committee, you would add $852 million, as I interpret 
your figures. 

Admiral Bearpstey. That is correct, sir. 

Mr. Suerparp. Then, you would add your $852 million to your 
$1.43 billion and you would have the total required to be funded 
for the necessary 9 submarines; is that correct ? 

Admiral Brearpstey. You are correct, sir. 

Mr. Sueprarp. That takes care of the recapitulation as I interpret 
your statement. 

MISSILE PRODUCTION 


What is the projected Aerojet capability rate for missiles in fiscal 


years 1958 and 1959, as compared with the present rate, and that rate 
required under the nine-boat program ? 


Admiral Raporn. In August of 1959 our test facilities will allow 


us to construct —-—— sets of motors per month. These motors would 
be used for static firings, as well as flight tests, Mr. Sheppard. Cur- 
rently, our missile motor production is about ———— a month. We 
are getting additional mix stations on the line, so that by the end of 
the second quarter we expect to improve that from ——— sets a 
month. 


Mr. Sueprarp. And they do have all of the capabilities that are 
necessary for the extended program to which you have just referred ? 
Admiral Rasorn. Yes, sir; with approval of the current request. 


ADDITIONAL FACILITIES 


Mr. Sueprarp. What are your plans for facilities for these pro- 
grams on top of those already available ? 
Admiral Ranorn. The facilities which would be placed there 
would give full consideration to the present facilities, and it would be 
25095—58——11 
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on an incremental basis, adding to it to give the additional produc- 
tion capacity. 

Mr. Suerprarp. When the record comes down to you, add the total 
amount of dollars involved, and insert it into the record at this point, 
would you, please ? 

Admiral Razorn. Yes, sir. 

(The information requested follows :) 

The total dollars requested for the Navy-owned facilities at Aerojet General 
in fiscal year 1959 amounts to $15,903,000. This includes $7 million contained 
in this proposed amendment. 

Mr. Suerrarp. How do your pisns in this field compare with 
facilities requested by the contractor ? 

Admiral Razorn. I think they compare quite favorably, sir. Our 
technical judgment will not allow us to give him all facilities that he 
would like but they are quite adequate for the job. It is a matter of 
technical ear here. 

Mr. Sueprarp. Would you say at this time that the facilities are 
the pacing item as far as Aerojet General is concerned ? 

Admiral Razsorn. I hope I understand your question right, sir. 
Yes, sir, they have demonstrated their technical competence and so 
the only thing which we have to face there is the additional facilities 
to the already Navy-owned facilities to do this job. 

Mr. Suerrarp. What staff do you have to assure prompt funding 
and construction of the facilities which are so essential to your total 
program ¢ 

Admiral Rasorn. We are making use in our construction program 
of the Office of Naval Materiel, the Bureau of Ordnance, and, of course, 
in the physical brick and mortar, the Bureau of Yards and Docks, and 
their local inspectors and constructors. 

In other words, we have at our disposal, on a first-priority basis, 
the very fine organization of the Navy. 

Mr. Sueprarp. There will be no problem insofar as that field per- 
tains ? 

Admiral Rasorn. We foresee none. We are getting extremely good 
cooperation in the field. 

Mr. Suerparp. That is all, Mr. Chairman. 

Mr. Manon. Any further questions ? 


GUIDANCE SYSTEM 


Mr. Anprews. May I ask one question ? 

Admiral, how are you getting along with the guidance system of 
this POLARIS missile? 

Admiral Razorn. Very well, sir. 

(Discussion off the record. ) 

Mr. Anprews. Is there much difference between the guidance system 
of the POLARIS and the other IRBM s that we have—JUPIT ER, 
THOR, et cetera ? 





Admiral Rarorn. We use the same basic philosophy, technical 
philosophy, if you please, but we are using entirely different com- 
ponents—hardware—because we have a very much smaller package. 

Mr. Anprews. What percentage of accuracy do you think you will 
have when you are ready to fire your first POLARIS? 
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Admiral Razorn. We have exceptionally good hope for terminal 
accuracy and only time will tell if we have any reason to believe that 
this is optimistic or not. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Manon. Any further questions ? 


USE OF SOLID PROPELLENT 


Mr. Fioop. The thing that impresses me as much as anything about 
your operation, Admiral, is your using a solid propellent. Ts that 
right ? 

Admir al Raporn. Yes, sir. 

Mr. Fioop. Which exotic is the basis of your solid ? 

Admiral Razorn. The basic proposition is 

Mr. Froop. You will be able to use the solid "propellent on the 
date you gave us a half hour ago, is that right ? 

Admiral Raporn. Yes, sir. 

Mr. Fioop. Have you been in touch with the Air Force and the 
Army lately about this solid propellent ? 

Admiral Razorn. Yes, sir. I have officers in General Medaris’ and 
also General Schriever’s headquarters on a full-time basis. 

Mr. Suerrarv. They are working right in your shop with you, are 
they not ? 

Admiral Ragorn. Yes, sir. 

Mr. Fioop. I cannot understand why the Air Force and the Army, 
with their school and family of missiles, their uncles, sisters, cousins, 
and aunts and the families they have in both of them, are so unopti- 
mistic about using a solid propellent, which they admit is the next 
condition precedent to success, and yet you told the chairman a half 
hour ago that you are going to use this solid propellent about a cer- 

tain date. 
THRUST OF POLARIS 


Mr. Manon. For a smaller thrust. 

Mr. Fioop. For a smaller thrust, but for how many miles? 

Admiral Rasorn. Off the record. 

(Discussion off the record.) 

Mr. Manon. It is a smaller thrust, is it not, per missile ? 

Mr. Fioop. Yes, technically it would be a smaller thrust, I guess, 
in weight. 

Mr. Sueprarp. Let us correct the record on that issue. In your 
solid propellents, you are intensifying your thrust. Is that correct ? 

Admiral Razorn. We are improving it. 

Mr. Sueprarp. You are not improving, you are intensifying it. In 
smaller use in materiel you are intensifying your thrust ability. 

Mr. Fioop. Will your thrust per pound, which is the yardstick on 
thrust, will your thrust per pound on the day you discharge your 
first POLARIS operational with a solid propellant equal or exceed 
or be lower than the thrust per pound of JUPITER or THOR? 

Admiral Razorn. I think it will compare very favorably with what 
they are getting today. 

Mr. Manon. That is not the w hole question. 

Admiral Rarorn. That is not the whole question. 
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Mr. Fioop. Are we going into bigger ones? 

Mr. Suepparp. Why is not that the whole question ? 

Admiral Ragorn. The whole question is while there are continual 
improvements in thrust, et cetera, as we are improving our inherent 
impulse, so they are in liquids. 

r. Froop. I know that. They admit that. We agree. They say 
in the next breath that they want to get away from liquids, that they 
are obsolescent. 

Admiral Razorn. This is something that goes back to basic military 
hardware. You would rather have something that would work 
percent of the time, and maybe it will not be quite so high performing, 
as a weapon that gives you trouble and you are not sure it is going to 
function. 

In other words, a club is 100 percent reliable and it is a pretty good 
weapon in combat. 

Mr. Fioop. And, of course, you have got a problem on a submarine 
with a Lox. 

Admiral Razorn. Yes, sir. 





NUMBER OF SHIPYARDS TO BE USED FOR POLARIS PROGRAM 


Mr. Fioop. How many shipyards in the United States will you put 
to work with nine POLARIS missiles? 

Admiral Farrin. I am representing Admiral Mumma. He is out 
of town today, sir. The allocation of ships has not yet been deter- 
mined. As Admiral Raborn pointed out, the first three are being 
built in the Electric Boat Division of General Dynamics at Groton, 
Conn., and at Mare Island Shipyard in California. In addition to 
those, there are Portsmouth Naval Shipyard, Newport News Ship 
Building & Dry Dock Co., Ingalls Shipyard at Pascagoula, all of 
whom are building nuclear submarines. They are not building FBM 
POLARIS nuclear submarines. 

Mr. Fioop. I knock on the door and come in and [I say to you, 
“How many shipyards would we use if we built nine?” 

Admiral Farrtn. That is an involved question that depends on allo- 
cation of other ships in a given year’s program. In other words, there 
are other submarines than the POLARIS submarines, and it is too 
early to say which ones would go where, sir. 

Mr. F oop. I am not interested in which ones go where. Would 
we add any more shipyards who are not now in your show? 

Admiral Farrin. Not now in the POLARIS show? 

Mr. Foon. Yes. 

Admiral Farrry. In all probability, sir. 

Mr. Fioop. On both coasts, I suppose, or wherever they were. 

Admiral Farrrn. At present, sir, the only shipyard on the west coast 
building nuclear submarines or submarines at all is the Mare Island 
Naval Shipyard. 

Mr. Fioop. Are there any on the west coast that could, besides Mare 
Island ? 

Admiral Farry. Not readily, sir. There are repair yards, sub- 
marine repair yards, on the coast. 
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USE OF SEAPLANES AS TENDERS FOR POLARIS SUBS 


Mr. Fioop. Admiral, keeping in mind the question which Mr. Ford 
raised, and was not pursued by him—somebody cut him off, I don’t 
know who it was—keeping in mind the national situation, or whatever 
else you want to keep in mind, I am interested in the use of seaplanes. 
I don’t care how big they are or how fast they are, even if they are 
run by nuclear power, I am interested in utilizing seaplanes as tenders 
for POLARIS. 

Why can’t I doit? Did you ever talk about it? 

Admiral Raporn. Yes, sir. We have investigated that from the 
technical point of view, that is, the feasibility from the technical 
requirements. 

(Discussion off the record.) 

Now the peculiar requirements which are solely for POLARIS 
would be, of course, in replacing major components of the missiles 
that might need to be replaced as a result of going bad. 

A seaplane then doesn’t fulfill those technical requirements of 
having stocks, spares et cetera, for the heavy maintenance on the 
ship, machinery, nor can they take the which you would need. 

Mr. Froop. I don’t think I stated my question properly. I am in- 
terested in utilizing seaplanes for the purpose of transporting the 
missiles, the ammunition. I have all of this fleet at sea. POLARIS 
isat sea. Mr. Ford has an international political problem that worries 
him and it worries me, which the first time you fellows showed up 
here was the big club for POLARIS. Anyhow I want to take the 
missile to sea. I don’t want to be bothered with international politics. 
You have exhausted your ammunition. I want to take ammunition 
to you in seaplanes at sea, way out in the ocean where you are shooting 
these things. Why can’t I do that? 

Admiral Rasorn. We have investigated this from the technical 
point of view. It would take about — of these seaplanes to give a 
complete missile load, unless you want to do a shuttle service, and 
even then it would take upward of The weight of these 
missiles and the number that you can get aboard a plane, of course, 
is the question here. 

(Discussion off the record.) 











VALUE OF POLARIS 


Mr. Fioop. You just pulled the rug out from under half of 
POLARIS to me. 

Admiral Rarorn. Allow me to try to put it back for you, Mr. Flood. 

Mr. Fioop. Goahead. I feel bad about this. 

Admiral Razorn. We will have all of the elements of stealth, con- 
cealment, for these submarines while they are on station. 

Mr. Fioop. This is a nuclear submarine? 

Admiral Raporn. Yes, sir. We are building these for the long 
haul. We are trying to put into these submarines everything which 
will allow them to be useful over the lifetime of these submarines. 
— if they do their job, peaceful conditions will exist in this 
world. 

In other words, they will serve as a deterrent. 
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Mr. Scrivner. One of the deterrents. 

Admiral Razorn. One of the deterrents, as one of the many. 
Thank you,sir. Off the record. 

(Discussion off the record.) 

Mr. Manon. I think the rug has been replaced now. 

Mr. Fioop. I do not, but since you seem to be nervous about it we 
will get off it. I certainly do not agree with you now, although I am 
still just as much for your program as I was the first time you came 
in here. 

Admiral Razorn. I appreciate it. 

Mr. Fioop. I have knocked off, or marked you down a little bit. 
The value of the dollar just went down. That is not the unusual thing, 
either. 

That is all, with this exception: You gave us a breakdown on the 
$1.2 billion. If you go beyond nine, this doesn’t go with it, does it, 
very much, or all of it ? 

Admiral Razsorn. No, sir; you have missile production. 

Mr. Fioop. We buy $1.2 billion with all this hardware and these 
15 line items. We can go to how many more before we have to do 
this all over again ? 

Admiral Razorn. Off the record. 

(Discussion off the record. ) 

Mr. Fioop. That would be true of the rest of these line items pretty 
much ? 

Admiral Razorn. Yes, sir; you would have to buy your missiles. 

Mr. Fioop. That is all, Mr. Chairman. 

Mr. Manon. Mr. Thomas. 


COST OF SUBMARINE 


_ Mr. Tuomas. You used a round figure for the cost of the submarine 
itself of approximately $100 million, is that correct? 
Admiral Rasorn. Yes, sir. 


INITIAL OOST OF MISSILE 


Mr. Tuomas. What will be your initial cost on the POLARIS 
missile itself ? 

Admiral Razorn. We are starting out at 

Mr. Tuomas. That is your initial cost? 

Admiral Razorn. Yes, sir. 

Mr. Tuomas. When you get into reasonably good production, how 
much do you think you can knock that down ? 

Admiral Rasorn. We have estimates that go down as low as 
I take them with some reserve. 

Mr. Tuomas. That is not too bad. 

Admiral Razorn. It is pretty good. 

Mr. Tuomas. That is all, Mr. Ghaitman. 








Mr. Manon. Are there any further questions? 
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POSSIBLE ADDITIONAL COSTS FOR POLARIS 


Mr. Scrivner. Yes, Mr. Chairman. 

Admiral, perhaps the Navy, as usual, has in common with the other 
services, taken what might well be called the seductive approach in 
that we don’t have the full bill on this. We have been discussing for 
the POLARIS ——— but I am quite sure from the answers you made 
to Mr. Flood on some of his statements that ———— is not going to be 
the whole answer by a lot, ———— and you will have to have more 

before you are through, will you not? 

Admiral Rasorn. Off the record. 

(Discussion off the record.) 

Mr. Manon. Let me interrupt. 

Mr. Scrivner. You do not let me interrupt. You let me proceed. 

Mr. Manon. I want to show the cost. 

Mr. Scrivner. At this time I do not care to go into the cost. They 
cannot tell what the total cost of this program will be. They are 
enthusiastic about it, of course. I do not know whether General Daley 
is more enthusiastic about the NIKE-ZEUS than you are about 
POLARIS or not, but you are running a pretty close race as far as 
that is concerned. 

Sometimes you let your enthusiasm run away with you. I go back 
again and say that I will think this should be called the seductive 
approach. 


NEED FOR EXPERIENCE IN POLARIS PROGRAM 


Mr. Chairman, [ am pretty sure from what I have been told that 
there is a divided opinion in many places as to the POLARIS pro- 
gram. This is still in its experimental stage. This is not a proven 
thing by any means. You have a lot of hurdles to clear before this is 
what you want it to be, and even expect it to be at the very outset. 
While you have had some pretty fair results up to now, I share your 
concern that you are not going to have perfect outcome on all of them. 
Tempering the program down to five, was a pretty good idea. 

Undoubtedly the experience you will gain on the ‘first five will call 
for considerable change in those that succeed and come on later. So, 
instead of becoming obsessed with the idea of why don’t you have 9 
or 12 or 15—somebody even mentioned as high as a hundred of them— 
I think the 5 program is a much more reasonable and logical program 
to discuss. 


LIMITS ON FUNDS AVAILABLE FOR DEFENSE 


When we listen to the other services, and I mentioned General 
Daley with NIKE ZEUS, here is a $3 billion program. This will be 
better than a $3 billion program before it is over. The Air Force has 
some 3, 5, and 10 billion programs, and some place, somewhere, some- 
body must show some concern as to how you are going to pay for it, 
and as Bob Rich used to say, “Where are you going to cet the money ?” 

Even though there are suggestions for enormously increased ex- 
penditures on many of these programs, no man who makes the sugges- 
tion goes along at the same time, whether it is in the military or in 


on of adding to the taxes that which is necessary to pay the 
ill. 
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You cannot have it both ways and still stay anywhere near solvent. 
You can’t do it at home. You cannot do it here. You just can’t 
spend and spend—unless you take in more and more. 


UNDERWATER FIRING 


The members of this committee do not wear their feelings on their 
sleeve. We do not seek headlines. Once in a while there might be 
a headline come out of this committee but it is very seldom. It does 
seem more than passing strange that we have to read some of the 
developments and results in the columns of the press, rather than hay- 
ing heard about them directly. 

I am referring now to your experiment with firing under water. 
We pick up a paper and read about it. Nobody has said anything to 
us about it. In view of the enormous requests that are made of this 
committee, that we are entitled to a little better source of information 
than just picking up a morning newspaper and reading that something 
has been done. 

If we were accorded that courtesy, and I think we are entitled to 
it, that it might create a little better public relations—or committee 
relations. 

LOAN FROM OTHER APPROPRIATIONS 


We referred a moment ago to a matter of $33 million which you 
had been loaned. I can’t recall that that was ever mentioned to this 
committee before. Maybe it was. Some of the other actions when 
transactions like that take place, the committee is notified and com- 
mittee approval is obtained. I am a little at loss to know just what 
authority there was for a loan, which is anticipated would be repaid 
from some future appropriation. 

Admiral Brarpstry. This loan has not been made yet. We have 
gone to the Department of Defense in the last few days after the ap- 
propriation amendments were sent to the Congress. We waited until 
then to ask for it. It is being discussed in the Department of De- 
fense to get permission for it. 

Mr. Scrivner. That gives it a different complexion. As it was 
stated, I understood you to say it had already been obtained. 

Admiral Brarpstey. No, sir. We were negotiating with the De- 
partment of Defense. 

Mr. Scrivner. That request for a loan will be submitted perhaps to 
this committee to see whether or not that is within keeping ? 

Admiral Bearpstry. Yes, sir. 


MISSILE ENGINE DEVELOPMENT 


Mr. Scrivner. Besides some of the other complications, the bugs 
you are going to run into, you are working on an entirely new type of 
motor and from what I have heard in various places there is pres- 
ently arising some rather marked concern about the ability to pro- 
duce all of these devices about which we are talking. 

In other words, we have, up to the present at least—not a corner 
on the missile engine market, but at least a rather narrow field of 
production. While, Admiral Raborn, you have said that you were 
quite sure that what the capacity of what you planned would do it, 
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what are you going to run into as far as missile engines are con- 
cerned when you consider the requirements that are coming on from 
the other branches of the service? Do you concern yourself with 
that question at all? 

Admiral Rasorn. Yes,sir. I do toa large extent,sir. I have been 
concerned about the rapid increasing interest in the solid propellents 
as a motor for ballistics missiles because I recognize that this might 
and could possibly dilute the technical talent that is available in this 
country. 

Mr. Scrivner. Talent and capacity concern me because I have 
listened to some of the conversations that have taken place—not only 
as it relates to solid propellents, but what we are running into and 
demands being made for the other fuels. When you put all of those 
things together, the possibility of a bottleneck in procurement of some 
of the things that you must have, it convinces me more and more that 
somebody, while we might not have agreed with discussions made by 
the Navy, might have decided that five was just about as far as we 
could go. 

Admiral Razorn. In this connection the solid propellent facilities 
which will provide us with our motors are Navy-owned and con- 
tractor-operated. In addition to the excellent Navy facility at Aero- 
jet, the Thiokol Corp. demonstrated great talents in the solid-propel- 
lent motor field. 

Looking further, the Allegheny Ballistics Laboratory, which is 
Navy owned and operated by the Hercules Corp. at Hagerstown, Md., 
has excellent research capabilities, small pilot line production, which 
could be expanded if the demands for motors were required. 

Then of course you have the Phillips Petroleum Co., which is fairly 
well equipped with capability to handle motors. So while I am in- 
terested in this and have been following it very closely, and I have 
extremely detailed analyses of these companies and their capabilities, 
we see no reason to believe that we cannot meet the Navy’s demands, 
looking ahead for the things that might come to pass. 


NAVY SUPPORT OF FIVE-BOAT PROGRAM 


Mr. Armsrrone. I wonder if I might make an observation on the 
record in response to some of the observations that you addressed to 
Admiral Raborn. 

I think it should be perfectly clear to you, sir, that the Navy is 
supporting the five-boat program. That is to say, the 3 which were 
approved for the 1958 program, approved by the Congress, and the 
additional increment of 2 for the fiscal year 1959 which we are here 
to support. 

I want to be perfectly clear with you and on the record that the 
information which we furnish to the committee for the nine boat or 
other intermediate increments is in order to give the committee the 
best possible information that we have at the time. The committee 
asks for it. 

_Mr. Scrivner. Not necessarily endorsement of a program of that 
size 4 

Mr. Armstrong. Yes, sir. We are not up here attempting to obtain 

anine-boat program. We are in support of the appropriation request 
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of the Secretary of Defense, and we are a part of the defense team as 
you know, and we recognize that there are other important develop- 
ment programs, that this is not the only one. 

I personally endorse the conservative philosophy that the admiral 
has in regard to the technical development. We are here to give the 
committee information. 


DEVELOPMENT OF POLARIS SYSTEM TO DATE 


Mr. Manon. Are there any further questions on the POLARIS? 

Mr. Mitxer. I just have one line of questions: 

Admiral, of course it is obvious that while this is not an all-out 
program, you are starting to build something before you have ever 
had one. In other words, we are betting a billion or so dollars on 
something that we have not ever had before, and we have never had 
one that worked. 

It is also obvious that you would not be gambling that much money 
on something that you did not think was most likely to pay off. 

What has been done? You know you can build an atomic sub- 
marine. You have that. Are you sure about your underwater deliv- 
ery? Is that an accomplishment? 

Admiral Rasporn. Our confidence is based on these incremental suc- 
cesses in the various parts of the program as a whole. The several 
underwater launches with the full-scale missile to the designed depth, 
which we have done, gives us all the confidence that we need and 
should have. 

Mr. Mier. In other words, you have done them separately so 
you know you can do it from an atomic-powered submarine ¢ 

Admiral Rasorn. With this identical equipment. 

Mr. Miter. So to that extent you are dealing with practical cer- 
tainty ? 

Admiral Razorn. Yes, sir. 

Mr. Mitier. You have also fired a solid propellent missile, have 
you not ? 

Admiral Rarorn. We have fired any number of solid propellent 
flight-test vehicles which have the flight controls. That is one of 
the things we did not know how to do when we started out— that is, 
how do you steer it and how do you cut off the thrust. We have done 
those, yes, sir. 

Mr. Mitier. But you have successfully fired the requisite kind of 
missile, the solid-propellent missile. You have successfully fired 
from under water and you have atomic submarines. Is the only 

gamble we are taking in this adding the 3 together in 1 package and 
Living it work that way ? 

Admiral Razor. E ssentially that is correct, but let me say we have 
just fired flight-test vehicles, not the actual POLARIS missile. You 
know that. It is a built- up missile. 

Mr. Muter. The area of doubt, if any, rests with the missile rather 
than with the launching capability, is that right ? 

Admiral Ranorn. I guess that is the biggest area, if there is an area 
of doubt, yes, sir. We have to do it. It is an engineering job. 

Mr. Mixer. But there is nothing that to make this program suc- 
cessful requires the development of some know-how that you do not 
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think you already have? I am talking about the missile, its range or 
accuracy, but to make the picture work, there is no known area where 
some completely new development has got to be found / 

Admiral Rasorn. That is correct. 

Mr. Mitier. Thank you. 

Mr. Manon. Are there further questions / 

Mr. Osrerrac. I have none. 


ORIGINAL NAVY REQUEST FOR NINE-BOAT PROGRAM 


Mr. Manon. I would like to ask this final question, Admiral Ra- 
born: As so well pointed out by the Secretary, you are here not to ask 
for a total of 9 submarines, but to justify a request for an additional 
2 submarines. 

Admiral Raporn. Yes, sir. ‘ 

Mr. Manon. That is what you have done. 

Admiral Raporn. Yes, sir. 

Mr. Manon. I would like to make very clear what your own per- 
sonal view is as to what would be the wisest course if you disregard 
the budgetary considerations in this matter, as to whether or not you 
would go for 5 or go for a total of 9. 

Admiral Rasorn. This opinion of mine could be expressed only 
from the technical point of view. It represents my personal opinion, 
and of course I am not the alpha and omega of technical knowledge. 
There are of course others more learned than I. 

I would say when we recommended to the Secretary of the Navy that 
we had sufficient technical knowledge to support a requirement for six 
additional submarines on an urgently required basis, that we were on 
good fundamental technical grounds. 

Mr. Manon. You thought that when the request was submitted to 
the Secretary of Defense. You think it now? 

Admiral Raporn. Yes, sir. 

Mr. Manon. Is that true of you, the rest of the people here? 

Mr. Armstrona. Yes, sir. Itisofme. I can say, sir, that the Secre- 
tary of the Navy would not have submitted the request if the Secre- 
tary of the Navy had not so believed. 

Mr. Fioop. You mean nine? 

Mr. Armstrona. Yes, sir. 

Mr. Manon. In other words, nothing has developed since your 
submission to the Secretary of Defense to change the views which were 
implicit in your request for a program of nine POLARIS submarines? 

Mr. Armstrona. That is right, sir. 

Mr. Manon. Thank you very much, gentlemen. 

At 2 o’clock we will resume with antisubmarine warfare. 


ANTISUBMARINE WARFARE 


Mr, Suerparp. A statement is to be presented by Admiral Weakley. 
You may proceed and we will not interrupt you. 

Admiral Weaxtry. Thank you, Mr. Chairman. 

The statement, as it is printed, is in line with the justification book 
that the Navy has submitted, tabbed page by page, with an appropriate 
breakdown. I will not burden you with reading it, but will deal with 
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the four major operational areas in which the money will be placed, 
and take it to whatever degree of detail you gentlemen may wish. 

With your permission, I will brief my statement and furnish the 
complete classified statement for the use of the committee. 

Mr. Suepparp. Without objection. 

(Admiral Weakley presented a classified statement to the com- 
mittee.) 

Admiral Wraxtey. The sum involved in the antisubmarine amend- 
ment is $112 million. We are faced with a submarine threat unparal- 
leled in the history of the world. We anticipated early improvements 
in submarines and in missiles to be launched from submarines. 


RESEARCH AND DEVELOPMENT 


In several areas of research and development we have reason to be- 
lieve we are on the verge of discoveries of significant value in improv- 
ing our capabilities. $48 million of this sum will be put into research 
and development in these areas of research and accelerate weapons 
which promise major improvements in our capabilities. 


SUBMARINE DETECTION 


The most difficult problem in antisubmarine warfare is that of 
detecting any enemy submarines which are operating at sea. Recent 
developments are now technically available which will make signifi- 
cant improvement in our detection capabilities. Fifty-one million 
dollars of this money will accelerate and provide these improvements 
for an appropriate part of our operating forces. 

(Discussion off the record.) 

Admiral Weaxtey. That, gentlemen, is my $112 million. 


ADEQUACY OF REQUEST 


Mr. SxHeprarp. How does this supplemental compare with the 
ASW augmentation request of the Navy shown on page 486 of the 
committee heari ings ? 

Admiral Weaker. We had an ASW augmentation earlier of $150 
million. Is that the figure of which you speak? 

Mr. Suerrarp. That is the one that I am referring to. 

Are you satisfied with the adequacy of the fiscal year 1959 ASW 
request, including the supplemental, to accomplish the end missions 
that you have just commented on ? 

Admiral Wraxktey. Within the connotation of the various capabil- 
ities which the Navy must possess, I believe this is a fair allocation. 

As an individual who is responsible for ASW, I would be dilatory 
in my job if I did not think that I needed more, and I do think that 
Ineed more. Does that answer your question ? 

Mr. Srepparp. Yes, it does, with this reservation. Assuming— 
and the committee went rather extensively into this part of the exam- 
ination this morning—there were to be additional submarines allo- 
cated by the Congress, or appropriated for, it is right to assume you 
would obviously have to have your request accentuated in order to 
perform the necessary functions in conjunction with the added pro- 
gram over and above what you are presently presenting? 











Admiral Wreaktey. When you speak of augmentation of subma- 
rines, I assume that you mean augmentation of the POLARIS sub- 
marine. 

Mr. Suepparp. I do. Hypothetically, we will say 10 or 12. Would 
that mean an added augmentation to your program in proportion, or 
sem1 yroportion ? 

aioe al Weaktey. No, Mr. Sheppard, my program relates to the 
Russian Soviet submarine capabilities and not to our own alone. 

The POLARIS submarine is not, itself, an antisubmarine weapon, 
although it does possess some antisubmarine capability. It is built 
in the main for its mission of missile firing. 

Mr. Sueprrarp. That particular aspect would have no immediate 
application to your fund request because you are constituting your 
request upon the ability of the enemy and not that of the submarine 
of our own country ; is that correct # 

Admiral Weak.ey. That is correct. 


USE OF SUBMARINES IN ANTISUBMARINE WARFARE 


Mr. Suepparp. We hear a great deal of talk about building a hun- 
dred or more new submarines to combat the Soviet submarines threat 
I wish that you would discuss the desirability of this approach to the 
ASW problem. 

Admiral Wraxtey. The utility of the submarine in antisubmarine 
warfare has always been good. In the past submarines have always 
caught other submarines on the surface, however, or at periscope 
depth, or in the act of diving. They have ec: aught them essentially as 
they have caught surface ships. The use of the submarine in anti 
submarine warfare which we visualize today is in the category of : 
vessel to go into the depths of the ocean to seek out the enemy’s 
submarines at full depth and to strike and destroy it there. 

Our work so far appears to be extremely promising, but you will 
recognize that this is something which has never before bee mn done in 

war. It looks as though we have added a very capable member to 
our team. This new team member cannot substitute, however, for any 
of the other ones. This is because our protective problem at sea is 
against not only the 3-dimensional enemy beneath the surface of 
the ocean, but J isattaimseshy against a 3-dimensional enemy above 
the surface of the ocean and a 2-dimensional enemy may come at us 
on the surface of the ocean. Does that answer your question ? 

Mr. Suerrarp. Yes, it does, and my conclusion is from your re 
sponse that obviously you do have to maintain a certain st andard of 
requirements that you have had heretofore plus the development. of 
imnovations that are coming in for underseas functions? 

Admiral Weaxtry. That is correct. 

Mr. Suerrarp. And that is not going to supersede the surface 
operation you have had heretofore, and at least not for sometime to 
come ? 

Admiral Weaker. Not so long as we are in a situation where the 
major movements of mass and volume at sea must be made on the 
surface; no, sir. 
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ADEQUACY OF REQUEST 


Mr. Suerparp. To what extent will the supplemental meet the 
ASW and mine deficiencies presented to the committee by the Chief 
of the Bureau of Ordnance earlier in the hearings ? 

Admiral Weaxtey. The Chief of the Bureau of Ordnance is here. 

Admiral Srroor. In two areas this will bring us up to our peace- 
time materiel requirements with a very small amount for war reserve, 
sir. We are only asking for torpedoes and mines and one other small 
item. It is only in these areas that we are improving our position. 

Mr. Suerrarp. I see. Insofar as the general request that is pre- 
sently before the committee is concerned, ‘this is merely accentuating 
a program that you have heretofore testified about, and you are add- 
ing to it by expeditious pooper and I assume also in your re- 
search and development aspect; is that correct ? 

Admiral Weaxtey. The research and development aspect, of course, 
there, we are seizing upon new areas which appear to have opened 
since the submission of the 1959 budget, in many cases. 

In the material field we have taken advant: age of newly completed 
developments, many of which were not available in time for the 
original 1959 budget, which do promise significant improvements. 

We have attempted to limit ourselves to such items as being the 
only items which are appropriate for this type of an amendment. 

Mr. Sueprarp. Under existing conditions you feel the request that 
you presently are making is comparable with your present require- 
ments to the degree possible, and within that scope of expenditure; is 
that correct ? 

Admiral Weaxktey. That is correct. 


RESEARCH AND DEVELOPMENT REQUEST 


Mr. Wiceieswortu. I understand you have filed a very compre- 
hensive statement with the committee which is secret in character. I 
find it a little difficult to relate the justifications to. the overall sum- 
mary that you have just given us. 

For example, $28 million for research and development. 

Either on or off the record, what is included in that ¢ 

Admiral Weaxtey. The figure is $48 million, if I may correct you. 

Mr. Wiceteswortuo. How much money did you have in the 1959 
budget for this research and development origin: ally ? 

Admiral Wraxtey. Antisubmarine warfare does not separate out 
cleanly as a budgetary line. Applying what we consider to be a rea- 
sonable percentage, those items in basic research which may of course 
contribute to any field, we have $74.6 million in the basic 1959 budget 
of what you might title “Antisubmarine Research and Development.” 

Mr. Wiecteswortn. And this will bring you up around $120 
million ? 

Admiral Weaktey. This will bring us up to $122.6 million. 

Mr. WicereswortnH. Either on or off the record, what is covered by 
the $48 million? 

Admiral Weaxtey. If you will turn to tab 20 in your book, page 

(Discussion off the record. ) 

Mr. Wieeieswortn. You had $50 million originally in the budget 
for this purpose. This will give you $55.6 million ? 
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Admiral Werak.ey. It was in that particular budgetary line. It 
was not all ASW money. That refers to the money in the budgetary 
line. 

Mr. Wiceieswortu. In military science? 

Admiral Weaktey. Yes. 

Mr. WiceteswortH. Have you filed with the committee anywhere a 
breakdown of this $5.5 million that you are requesting under the head 
of “Military Sciences” ? 

Admiral Werax.ey. I would like to pass that question to the research 
and development people. 

Admiral Haywarp. Yes, we have. 

Mr. WicGLeswortH. We have the breakdown ? 

Admiral Haywarp. Yes. 

Mr. WiceLteswortH. That accounts for about $13 million of the $48 
million ? 

Admiral Weaktry. Off the record. 

(Discussion off the record. ) 


SONAR DEVELOPMENT 


Mr. Tuomas. Which are the best laboratories in this country in sonar 
development ? 

Admiral Weaktey. I can give you an opinion, but we have several 
research and development experts here. From whom would you like 
to hear? The most authoritative one, I would say, is Admiral 
Hayward. 

Admiral Haywarp. The Naval Electronics paboreery at San 
Diego, the Underwater Sound Laboratory at New London, and the 
University of Washington. For oceanographic research, where they 
actually understand more about the basic physical properties of the 
oceans, the Scripps Institute at La Jolla, the Woods Hole Institute, 
and the Hudson Laboratory run by Columbia University. 

Mr. Toomas. Most of your money isspent with those institutions ? 

Admiral Haywarp. Yes, sir. 

Mr. Tuomas. Are the broadcasting laboratories pretty good at it ? 

Admiral Haywarp. Yes. 

Mr. Tuomas. Do you do any business with them ? 


Admiral Haywarp. Yes. We have some proposals with them right 
now. 


(Discussion off the record.) 

Admiral Wraktey. That completes the rundown of the $48 million 
for research and development. 

Mr. Wiacteswortrn. Very well. Either on or off the record, you 
have $31.4 million for ———. 

Admiral Wraktey. Yes. 

(Discussion off the record.) 

Mr. Wiceiteswortu. How much was in the original budget for that ¢ 

Admiral Wrax.ry. In the 1959 regular budget, $23.694,000, 

Mr. Wiceteswortn. Have you furnished the committee with a list 
of the equipment, for the improvement of which you request $19.6 
million? Have you furnished us with a breakdown of that? 

Admiral Wraxktey. I do not believe that is in my basic statement. 
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Mr. Wicerirsworrn. Will you furnish that for the committee 
please ? 

Admiral WraAk.try. Yes, sir. 

(The information referred to has been furnished for the use of the 
committee. ) 


CONCERN FOR ANTISUBMARINE WARFARE 


Mr. Scrivner. We have been having quite a bit of discussion over 
a long period of years about antisubmarine warfare, and some of us 
on the committee have not been too happy about some of the things 
that have been done and some of which have not been done. The 
request here, compared to some of the requests we have been receiving, 
is comparatively modest. If the funds which you now seek will bring 
the results which you in your enthusiasm lead us to believe they will, 
I have no detailed questions to ask on this project, Mr. Chairman. 

Mr. Forp. I have no questions. 


NEW TECHNIQUE FOR USE OF AIRCRAFT 


Mr. Miter. For my own.enlightenment I do not quite understand 
the language on page three where you say, “We certainly developed 
a most important technique for the use of aircraft.” 

Could you give us, either on or off the record, just a little picture 
of how that works? 

Admiral Weaktey. Off the record. 

(Discussion off the record.) 

Mr. Mitirer. You speak of the ———. Are they in existence now? 
Do you have a prototype? 

Admiral Wraktey. Off the record. 

(Discussion off the record.) 


SUGGESTED CHANGE 


Mr. Fioop. Would you repeat that ? 

Admiral Weraxtry. The technique of weapons delivery we have 
already worked with the helicopter. 

Mr. Fioop. You said : 

Admiral Weaktey. ITamsorry. I did not intend to. 

Mr. Mrtter. In other words, you have already developed a small 
type helicopter that will operate off your destroyers, but you now 
are seeking to ———. 

Admiral Wraxktry. We would like to bring it to that stage. 

Mr. Mriter. That is under development now. It is not an order 
for anything but development really? You are not ordering them 
for the fleet at this point ? 

Admiral Wraxtey. This would get us about 10 units to bring the 
concept into being and to prove it before we got into any major pro- 
duction of this item. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 
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USE OF SUBMARINES TO DESTROY OTHER SUBMARINES 


Mr. Fioop. In the original Navy testimony some time ago a very 
distinguished admiral spent some time telling us about the great suc- 
cess they had during World War IT with submarine versus submarine 
warfare. Like the average man, I had the Buck Rogers idea of sub- 
marines at great depths seeking out and killing each other all during 
World War Il. As a matter of fact, 79 or 85—less than 100—kills 

were in that type of submarine versus submarine warfare. All were 
on the surface, they were not what I thought they were. 

Admiral Weaktey. All of them which I personally have read about 
and run down have been on the surface. It is my impression they all 
were. 

Mr. Frioop. So, if we are going to go into submarine versus sub- 
marine warfare from now on in it is going to be real deep water anti- 
submarine warfare, one against the other ? 

Admiral Wraxtey. That is right. This is almost a completely 
new concept as far as warfare is concerned. 


ABILITY OF POLARIS SUBMARINES TO DEFEND THEMSELVES 


Mr. Fioop. Secondly, is there any potential in POLARIS other 
than as an attack weapon. What does she have to take care of herself 
with, and what can she do against another submarine, or is she just 
a mere platform from which to discharge the POLARIS missile ? 

Admiral Weraxtey. She will have the best of sound equipment. 
She will have some antisubmarine capability. 

Mr. Fioop. Both defense and offense? 

Admiral Weak.ey. Yes. 

Mr. Fioop. You have no intention of carrying deck guns on any 
submarines of any class any more? 

Admiral Wraktey. None in our fleet; no, sir. 

Mr. Fioop. Suppose that the POLARIS submarine is caught on the 
surface. What happens? Do you throw hand grenades at each 
other ? 

Admiral Weaktey. We have torpedoes available, but the submarine 
on the surface is one of the weakest ships in the world. That is no 
place for a submarine to be. 

Mr. Fioop. What if you both pop up? They are going to have 
POLARIS and we are going to have POLARIS, and they are going 
to have nuclear subs and we are going to have nuclear subs, and in 
a certain area of that slot coming down off the hook from Scandi- 
navia to the Greenland coast, you are not going to be the only sub- 
marines in that slot. Now, if they both pop up are you both going 
to be surprised and duck, or what will you do? Will you get out of 
there? 

Admiral Wraxtey. I would say they probably both would go 
down again and try to shake each other off. 


SHORTAGE OF ASW PRACTICE AMMUNITION 


Mr. Fioop. I remember during our discussion with the general 
Navy justification we were appalled to find out that ASW, for which 
we asked for a special presentation and got it, there was a shortage 
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of ammunition for ASW practice. Do you know anything about 
that ? 

Admiral Wraxtey. Yes, that is correct. 

Mr. Frioop. That was established 2 or 3 months ago. Now you 
come up with a supplemental. Are you asking for any additional 
funds for ASW ammunition in this supplemental now that we have 
discovered that fact, or why have you not ? 

Admiral Wraxtey. With respect to practice ammunition, there is 
only the money in here for things which come in the ammunition 
line but which are not, in fact, ammunition. 

Mr. Fioop. Everybody in this room was all upset when we discoy- 
ered you did not have enough money to do a decent job with practice 
ammunition, antisubmarine warfare. Somebody said here you would 
do something about it. Here is the supplemental. There is nothing 
in it. 

Admiral Weaxtey. There is no practice ammunition in it because 
practice ammunition is not considered suitable for supplemental fund- 
ing. 

Mr. Fioop. By whom, the Navy? 

Admiral Wraxtry. Yes. 

Mr. Fioop. You? 

Admiral Wraktey. I tried, may I say, but only halfheartedly. 

Mr. Fioop. Why? 

Admiral Wraktry. Because I, too, feel this money should be in 
the regular budget for the practice ammunition. 

Mr. Froop. Is not that splitting hairs? Do you want it or do you 
not? Do you need the ammunition, or do you not? What do you 
care what paper it is in? 

Mr. Suerparp. In other words, is your consideration to which my 
colleague is addressing himself one in which your practice ammuni- 
tion now is not necessary as compared to what it will be when you 
get into the operational status? Is that the problem? 

Admiral Wraktey. Yes. 

Mr. Fioop. That is not the problem at all. You make the best de- 
fense witness for the Navy I ever heard, but that has nothing to do 
with the case. That isnot what I wast: alking about. 

Mr. Sueprarp. That may be your interpretation. It is not mine. 

Mr. Froop. It is not mine. I have the budget before me. There 
was not sufficient money for ASW practice ammunition. Whoever 

talked about it said th: at he would bring it up. They have brought in 

a supplemental and it is not init. T his man tells me that the reason 
it is not in it is because he thinks it ought to be in the other one. I 
do not care what one it isin. Do you think that you need more money 
for ASW practice ammunition ? 

Admiral Weraxtry. I do not feel that I need more money within 
the time span of the 1959 budget. There is some in the regular 1959 
budget. However, I would like to defer to the Chief of the Bureau 
of Ordnance to speak to that particular point. 

Admiral Stroop. We have two items in here. 

Mr. Fioop. Where? 

Admiral Srroor. In the supplemental, one for mines. 

Mr, Foon. I have that. 

Admiral Srroop. And another one for torpedoes. Those are ASW 
weapons. 
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Mr. Fioop. ‘They are weapons. It is not practice ammunition. 

Admiral Srroor. That is right. 

Mr. Fioop. Why do not people like you talk about what I like to 
talk about? I am talking about ASW ammunition. You know what 
I am talking about. 

Admiral Srroor. Wecan give you a list. 

Mr. Fioop. Do not give me anything. Why did you not ask for the 
money in the supplemental ? 

Mr. THomas. Perhaps they have more than they need now. .« 

Mr. Fioop. No; they do not. You did not have it when you pre- 
sented the main budget and you do not have it now. 

Admiral Srroor. These requirements were by the Chief of Naval 
Operations and they have to be balanced against other items. 

Mr. Foon. Do not give me hearts and flowers off stage. I know all 
about the chiefs and everybody else. You are the Chief of Ordnance. 
Did you ask for it ? 

Admiral Srroop. Not in the supplemental; no, sir. 

Mr. Fioop. Why? 

Admiral Srroor. Because it was not given me as a requirement. 

Mr. Fioop. By whom ? 

Admiral Srroor. By the Chief of Naval Operations. 

Mr. Fioop. Well, that isa music cue. Where do I come in ? 

Mr. Surrrarp. You do not. 

Mr. Frioop. I am going to. I do not propose to get danced around 
this room with doubletalk. Everybody knows, including the Marines 
who cannot hear me, what I am talking about. Do you want to get 
ina huddle? Should we recess? I think that there should be more 
money from what you told me for ASW ammunition in this whole 
business, if it is important. I do not know whether it is. Is it 
important ¢ 

Admiral Srroor. Of course it is important, and I agree with you 
we should have more money for it. 

Mr. Froop. Will you ask for it now ? 

Admiral Srroor. I am not asking for it. 

Mr. Froop. You cannot do that because of the command. You think 
so; do you? 

Admiral Srroor. I think so; yes. 

Mr. FLoop. Do you think so, Skipper ? 

Admiral Wraxtey. I think we should have more money if you open 
the lid. Lean use more in antisubmarine warfare. 

Mr. Fioop. I have been all through that for 14 years. Let us talk 
about this. 

Admiral Wrak.ey. Within the limits of the $112 million; no, sir. 
| agree that there should be no practice ammunition here. We need 
this other stuff too much. 

Mr. Fioop. Just so you say so, not me. 

What is this ——— detection of submarines? 

Admiral Weaker. May we go off the record ? 

Mr. Sueprrarp. You may. 

Admiral Wraktry. Off the record. 

( Discussion off the record.) 
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HYDROBIOLOGICAL ACTIVITIES AND MOLECULAR PHYSICAL ACTIVITIES 


Mr. Froop. How do hydrobiological activities and molecular 
physical activities get into ASW ? 

Admiral Wraxktey. There you are. 

Admiral Haywarp. Well, of course, we spoke, Mr. Flood, once be- 
fore, about the MASER which is molecular physics, and which in- 
volves molecular atomic stimulation of emitted radiation which gives 
you an amplification without noise. 

This is part of that. 

Mr. Suerrarp. He knows what it is. 

Admiral Haywarp. The reason you want that is 

Mr. Frioop. I know what it is, because he told me once before. 

Admiral Haywarp. The reason you want that is because there are 
a lot of noises which we cannot get out now with the normal vacuum 
tube. We do not want any noise, and so that is a part of this activity. 

Mr. Foon. This is the selectivity business ? 

Admiral Haywarp. Yes, sir. 

Mr. Froop. What about the hydrobiological activities? How do 
yon get that into ASW ? 

Admiral Haywarp. Once again, I covered in the research business 
the question that the more you know about the physics of the sea, the 
better off you are. 

Mr. Fxioop. That is true of everything. 

Admiral Haywarp. Yes, sir. 

Mr. Fioop. What is this night detection based upon ? 

Admiral Haywarp. Well, there are 2 or 3 approaches to that. 

Mr. Fioop. How do you relate the idea of the concept to increased 
ability to detect at night ? 

Admiral Wraxtey. You can build equipment so that it is actually 
far more sensitive than the human eye. 

(Discussion off the record.) 

Mr. Fioop. Is that line of sight all the time? 

Admiral WreAaktey. Yes, sir. 

Mr. Fioop. One final thing: 





AIR-TO-SUBMARINE COMMUNICATION 


I can see the great importance of air-to-sub conversation on our side, 
but I have been up with the lighter-than-air people along the coast in 
antisub activities, and if we had a killer below, what about talking 
from the aircraft to our killer sub underneath the water ¢ 

Admiral Wreaxktey. This is exactly that problem. 

Mr. Fioop. Where are we? 

Admiral Wraxtey. The same thing. 

(Discussion off the record.) 

Mr. Fioop. Is that a tough problem ? 

Admiral Weaker. The problem itself is extremely tough; yes, sir. 

Admiral Haywarp. It is the key problem, Mr. Flood. If we solve 
this one, we will have solved the real effective use of an attack nuclear 
submarine because the submarine is fundamentally lame and blind. 
When we put the nuclear power in it, it is not lame any more, but it is 
still blind, and it is not good to anyone if he cannot talk to anyone 
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above him. This is a fundamental problem which we are attacking. 
We have 5 or 6 very good proposals in trying to lick the communica- 
tions problem from beneath the sea to the surface. 

Mr. Fioop. Are you talking about jets, and fast fighters? 

Admiral Haywarp. No, sir; there are 2 or 3 methods which you 
can use. 

Mr. Fioop. You can talk both ways? 

Admiral Haywarp. Yes, sir; and we have done some operational 
things where we put a sound down to the submarine. One of our jobs 
in the hunter-killer group has always been to chase our submarines 
out of there. So, even now, with our force down at Norfolk, we are 
talking to our submarines and using them as a screen and everything 
else. 

But we have to tie those three pieces together—the air, the sur- 
face, and the subsurface—and this is a large research and development 
problem and we are going to put as much money on it as we can. 


OTHER PROGRAMS UNDER ASW 


Mr. Fioop. You have 40 or 50 cats and dogs in here. Are these 
all good, or are you just jumping on a white horse and riding off on 
25 line items at once, or are you serious about these? 

Admiral Wraxtey. These have been very carefully screened, I 
would say if it were under my sole control, and as a result of this 
submission I have $48 million to put either way, it would all go to 
research and development. ; 

Admiral Haywarp. I take great exception to the “cats and dogs” 
thing, Mr. Flood. There is not going to be any one easy way that 
is going to make the ASW business easy. It is tedious, dirty, hard 
work, and it is going to be a problem with our country for years. 

Mr. Tuomas. You do not have a guaranty on any of these. 

Admiral Weaxtey. No, sir. 

Mr. Fioop. Only someone who has love and affection for you, as 
I have, would say that. Someone else could ask you about it, who 
is not so friendly. 

Admiral Haywarp. We have been accused of not being sexy in this 
business at all, and it is hard to cover these items as easily as some 
of the others. 

PACIFIC MISSILE RANGE 


Mr. Sueprarp. Admiral Masterson, I believe you have a statement 
to make with reference to the Pacific missile range, and I presume 
you will brief your statement as was done by your predecessor; is 
that correct ? 

Admiral Masterson. Yes, sir. 

Mr. Sueprarp. Present your brief statement, if you will. 

Admiral Masterson. Mr. Chairman, and gentlemen of the commit- 
tee, the Pacific missile range resulted actually from a study made by 
the Department of Defense in 1957. It was assigned to the Navy 
aS @ management activity in December of this year, too late for any 
budget action in 1959, as earlier stated by Secretary Armstrong. 

The key station at present in the Pacific missile range is the Point 
Mugu naval air test facility. What we are asking for here today 
1s $23 million to set up instrumentation for test firing of ICBM’s and 
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IRBM’s by the Air Force, $3.6 million for test firing relating to 
Army projects, $1.03 million for United States Marine C orps training 
firings out of the Point Arguello new station, which I will show on 
the chart later, $6.1 million for basic support of this new Pacific 
missile range; the $6.1 million is to take care of extra people whom we 
have to hire for the research and development support, for hiring 
people and reducing data, and the general running of the augmented 
station. 
PURPOSE OF RANGE 


Mr. Suerrarp. What is the purpose of this range as compared to 
the Cape Canaveral ? 

Admiral Masrrrson. Cape Canaveral is a fully instrumented range, 
out to 5,000 miles, and more, down to Ascension Island, fully instru- 
mented all the way for research and development firing of inter- 
mediate range and long-range missiles, primarily, although it does 
carry on some other work there. 

This range on the west coast does not duplicate that at all. 

On the Pacific Missile Range, we do research and development 
firing for the Navy, which we have done before, but we needed ex- 
tended ranges for that, and we do certain test firings that may be 
assigned there as far as the Army is concerned. Then we instrument 
and support the Air Force in their training firmgs for their 
IRBM’s and ICBM’s to be fired out of Camp Cooke. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 


TOTAL ESTIMATED COST 


Mr. Suepparp. What is the ultimate total estimated cost of the 
Point Mugu development ? 

Admiral Masterson. Eventually it will be a lot more than we are 
asking for today. It is $158 million. However, that has not been 
fully 

Mr. Suerparp. $158 million on top of $23 million, or does the $23 
million become an inclusive part of it ! 

Admiral Masrerson. The $23 million becomes a part of it; yes, sir. 





OPERATIONAL DATE 


Mr. Suerprarp. When will this range be operational and for what 
specific missiles ? 

Admiral Masrerson. It is operational now for all of the Navy’s 
air-to-air and air-to-surface missiles including the surface-to- 
surface 

Mr. Sueprarp. We know it is operational for that, but when will 
it become operational for the purpose of the expenditure you are 
presently requesting in this budget ? 

Admiral Masrerson. May I answer that in a backward way? 

Mr. SuHeprarp. Proceed in any manner you desire ? 

Admiral Masterson. It is supposed to be operational in October, 
but we are not getting started fast enough, and we may have to doa 
lot of auxiliary search of the areas in order for the Air Force te 
fire in October, if they are permitted to do so, as they now plan. 
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Mr. Suerparp. You are talking about water locations, or land loca- 
tions, or a combination of both? — 

Admiral Masrrerson. Both. We will not have proper instruments 
to search the area. We will have to fly with airplanes to determine 
it is clear. 

Mr. Surrrarp. In other words, you have to make a makeshift op- 
eration of it until such time as you have all of these presently re- 
quested items included in the operational requirement ? 

Admiral Masterson, That is correct. 

Mr. Suerrarp. Are there any questions? 

Admiral Haywarp. There is one part, Mr. Chairman, which I 
would like to make clear: This is the only place in the United States 
where it is possible for us to launch a polar orbit satellite. 

Mr. Suepparp. I have been telling you people that the west coast 
is the only place you have left for these operations for the last 20 
years, but you did not believe it until recently. 

" Now, you have sold yourselves on it. 

Mr. Wuirren. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. Are there any questions by the gentleman on my 
right ? 

(No response. ) 

Any questions by the gentleman on my left? 


LOCATION OF AREA 


Mr. Mitter. Mr. Chairman, the admiral started to say something 
and was interrupted. I do not know what it was, and other than 
that, I do not have any questions. 

Admiral Masrrerson. I wanted to show you the area, but it does 
not matter a great deal, I suppose. 

Mr. Tuomas. Let us look at it. I have not seen it in 12 or 13 years. 

Admiral Masrrrson. This [indicating] is the extended area here. 
This [indicating] is the west coast area. Here is the present Point 
Mugu area, and here is the present test range—this green area— 
where we are doing air-to-air firing. 

This range is to be extended up and down the coast, and the red 
area is the airspace control area, 500 miles by 150 miles, that we plan 
to put in for air-to-air firings, and for this drone operation that will 
be in effect up and down the coast. 

The Cooke Air Force Base is about 100 miles. from Point Mugu, 
and the south old Camp Cooke area is right here on a point of land 
which does not show up very well here, but it is where you could 
fire south and not fire over any island or any cities for a polar orbit 
satellite launching. 

Mr. Manon. How far from Point Mugu is it to San Francisco 
and to Los Angeles? 

Describe its location with respect to those cities. 

Admiral Masterson. Los Angeles is about 60 miles, I believe, south- 


east of Point Mugu, and San Francisco is about 350 miles northwest 
of it. 
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AIR SPACE RESERVATION 


Mr. Scrivner. You said 500 miles by 100 miles ? 

Admiral Masterson. This is the airspace reservation. The other 
chart will show the impact areas for the IRBM’s and ICBM’s. Lest 
this chart give you the impression we are firing over the Hawaiian 
Islands, we are not. The route goes some 600. or 800 miles north 
of the Hawaiian Islands, but the IRBM impact area will be in this 
area [indicating], and the intercontinental ballistic missiles area is 
this area out there. We have to put in stations and sound network 
and communications as well as other safety instrumentations to make 
sure it is safe to fire out there. 

Mr. Suerparp. In other words, you are doing the same thing here 
that you did in the origin of Point Mugu? You started, and you 
had to develop new operations in order to create the condition you 
want insofar as your triangulation and various and sundry other 
things are concerned ? 

Admiral Masterson. That is right, sir. 


OPERATIONAL ICBM SITE 


Mr. Wicetresworrn. I am not clear as to what you propose to do 
here eo respect to IRBM and ICBM missiles that you do not do 
at Cape Canaveral. 

Admiral Masrerson. The Air Force has set up an operational 
ballistic missiles site at North Camp Cooke, and from that they have 
gotten approved plans to test fire for training of both their IRBM’s 
and ICBM’s. The Secretary of Defense has approved those firings 
from there. 

You see, it will be an operational site with all the operational 
equipment in there, and they will go right through the readiness and 
training aspects as though this were in fact firing a real missile at a 
moments notice. 

Mr. Suerrarp. This will be ee as compared to research 
and dev elopment work at Cape Canaveral ? 

Admiral Masterson. Yes, sir; this is operational. 

Mr. Miter. This will actually permit the missiles troop organiza- 
tions which they are deploying to fire, like out at White Sands for 
the NIKE? 

Admiral Masrerson. Yes, sir. 


OBLIGATIONS AND COMMITMENTS 


Mr. Suepparv. Admiral Beardsley, will you place in the record 
at this point the latest figures a railable on the status of obligational 
authority and commitments in the Navy accounts? 

Admiral Brarpstey. Yes, sir. 

(The information is as follows :) 
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Mr. Suepparp. If there are no further questions, the committee 
will stand adjourned until 10 o’clock tomorrow morning, and we 
thank you very much, gentlemen, for your appearance. 


Fripay, Aprit 18, 1958, 


DEPARTMENT OF THE ARMY 


WITNESSES 


MAJ. GEN. DAVID W. TRAUB, DIRECTOR OF ARMY BUDGET 

MAJ. GEN. JOHN P. DALEY, DIRECTOR OF SPECIAL WEAPONS, 
OFFICE OF THE CHIEF OF RESEARCH AND DEVELOPMENT 

LT. COL. WILLIAM D. SYDNOR, JR., OFFICE OF THE CHIEF OF 
RESEARCH AND DEVELOPMENT 

MAJ. GEN. FREDERIC J. BROWN, ASSISTANT TO THE DCSLOG FOR 
PROGRAMS AND BUDGET 

MAJ. GEN. ROBERT S. MOORE, Special Assistant to the Comptroller 
(OSD) 


PROCUREMENT OF EQUIPMENT AND MISSILES 


Program and financing 





In budget 1959 revised Difference 
} 
Program by activities: 
aT obligations: 
Diokor cata on. ss 3s ek ee $807, 900, 000 $895, 900, 000 $88, 000, 000 
2 Ammunition and guided missiles. sl 758, 200, 000 868, 400, 000 110, 200, 000 
3. Industrial mobilization...................- = 53, 900, 000 | 73, 800, 000 19, 900, 000 
Total direct obligations. ......__._- : 1, 620, 000, 000 1, 838, 100, 000 218, 100, 000 
Reimbursable obligations: 
i. Major equipment. ae 74, 500, 000 74, 500, 000 
2. Ammunition and guided missiles_.._. ; 115, 500, 000 | 115, 500, 000 
ee Ne, 
Total reimbursable obligations. ___- | 190, 000, 000 500, OGG OOOst . -.. ..c.scten 
Total obligations_- = ects : Ke 810, 000, 000° 2, 028, 100, 000 218, 100, 000 
Financing: 
Unobligated balance brought forward. _.| —428, 300, 216 — 428, 300, 216 
Advances and reimbursements from other accounts.| —90, 000, 000 —90, 000, 000 | 
Reimbursements from non-Federal sources. a —10, 000, 000 — 10, 000, 000 = 
Recovery of prior year obligations_.__- steatosis — 50, 000, 000 —~B0 000, 000 |.....-62.<.csene 
Unobligated balance carried forward____..__- bakes 173, 300, 216 173, 300, 216 |_- 
I ond neeprasiiiiidtignas ——— — | —__— AND 
Appropriation (new obligational authority).......| 1, 405, 000, 000. 1, 623, 100, 000 218, 100, 000 
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Object classification 


DEPARTMENT OF THE ARMY 


Total number of permanent positions _- 
Average number of all employees_-_- .--- ‘ 
Number of employees at end of year. ._- 


Average GS grade and salary--.-..........-...--- - 


Ungraded positions: Average salary - 


Direct obligations: 
01 Personnel services: 
Permanent positions.............- : 
Payment above basic rates._.___-- 


Total personal services_._....- 
Travel. hee anine 
Transportation of things.........__- 
Communication services oom 
Rents and utility services._.._.__- js 
Printing and reproduction_ 
Other contractual services. ___ 
Supplies and materials 
Equipment 
Lands and structures _- 2 : 
Grants, subsidies, and contributions_._- 
Taxes and assessments 


02 


04 
05 


07 
08 
09 
10 


15 


Total, direct obligations ____ 


Reimbursable obligations (volume of obligations for 


other accounts): 
03 Transportation of things.................. 
08 Supplies and materials 
09 Equipment 


Total reimbursable obligations 


Total, Department of the Army 


ALLOCATIONS TO OTHER GOVERNMENT AGENCIES 


01 


02 Travel. 


Personal services: Other than permanent positions_.| 


Transportation of things 
Communication services 


05 Rents and utility services 


” 
‘ 


08 


Other contractual services 


Supplies and materials 
Equipment__-___.___- 

Grants, subsidies, and 
Taxes and assessments 


ll 
15 


contributions 


Total, other Government agencies 


In budget 





| $47, 173, 996 
2, 999, 004 





790, 000 
62, 500, 000 
307, 000 

1, 700, 000 

| 140, 000 
| 84, 760, 000 
931, 422, 000 


37, 600, 000 
748, 000 


1, 588, 150, 000 


79, 000, 000 
103, 000, 000 


190, 000, 000 





} 415, 000, 000 | 


| 3, 010, 000 | 


8, 000, 000 | 


, 778, 150,000 | 1, 996, 250 


Revised 


9, 153 | 
8, 744 | 
8, 650 
2g 
$5, 102 


| $47, 173, 996 | 
2) 999; 004 


50, 173, 000 | 


50, 173, 000 
790, 000 | 
500, 000 
307, 000 
700, 000 | 
140, 000 
760, 000 
422, 000 
616, 100, 000 
37, 600, 000 | 
3, 010, 000 | 
748, 000 | 


- 
62, 


1, 


84, 
948, 


aw 


| 1,806, 


8, 000, 000 | 
79, 000, 000 | 


103, 000, 000 | 
190, 000, 000 | 


, 000 | 


250, 000 | 


Difference 


218, 100, 000 


218, 100, 0 








Total obligations... 


Obligations are distributed as follows: 
Department of the Army--._.................. 
Tennessee Valley Authority.................. 
U. 8. Atomic Energy Commission 


Department of Commerce, Bureau of Standards---- 











781, 000 | 700, 000 tice ed 

j 600 a es ae 

34, 200 | Meth 

300 | OE Fs oo ncae 

171, 000 | STE I an 

29, 338, 100 | TE OU cee oo ncn 

1, 360, 000 | D SEE Ricccismnlbin inact 

93, 000 | Cte tia 

71, 000 | 75 Otis 

800 | SO Te liddiicatsnnass 
31, 850, 000 | 31, 850, 000 | B23... 

| 1, 810, 000,000 | 2, 028, 100, 000 | 218, 100, 000 

1, 778, 150,000 | 1, 996, 250, 000 218, 100, 000 

2, 600, 000 = COG GO Fb 

29, 200, 000 29, 200, 000 j........_. acalbh 

eer): = SR 


50, 000 | 








Res 
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EARCH AND DEVELOPMENT 


Program and financing 

















1959 in budget | 1959 revised , 1959 difference 
estimate 
Seasonic eeientiahaiaiciseinieliitle = a | | 
Program by activities: | 
1. Aircraft and related equipment-_...........-....-- $15, 919, 000 $15, 919, 000 |. eek 
2. Guided missiles and related equipment... -...-.| 145, 379, 000 169, 379,000 | eo 000, 000 
3. Ships and small craft and related equipment. - ay 287, 000 yA 
4. Combat and eee: vehicles and related equip- ' 
a ee ee 16, 116, 000 | 16, 116, 000 |oonnnnnmrcnscnse 
5. Artillery and other we eapons “and related equip- 
I a es 13, 690, 000 13, 690, 000 i deduhicncnsccaenee 
6. Ammunition and related equipment.............- 34, 811, 000 05, 61,000 |... cee ae 
Oy, Gre CI pan iciarehetinnhuniaininesineae 86, 155, 000 89, 855, 000 +3, 700, 000 
eC. ee eee 83, 362, 000 | RR | ee ie 
9. Operation and management of facilities_.........- 70, 281, 000 Ef a 
OI CU a a eee eae 466, 000, 000 493, 700, 000 | +27, 700, 000 
Financing: 
Unobligated balance brought forward_............_- —20, 780, 258 =F, TEE lonconcksusanile 
Unobligated balance carried forward............__.- +25, 780,258 | +25, 780, 258 nosey 
Appropriation (new obligational authority) -.__..- 471, 000, 000 | 498, 700, 000 | +27, 700, 000 





Object classification 








1959 in budget | 1959 revised | 1959 difference 
| estimate 
’ 
— an sons - | ——— . at haa 
Total number of permanent positions--. . | 12, 204 | 12, 204 | 2 
Full-time equivalent of all other positions--- 29 | 29 
Average number of all employees. - . | 11, 406 | 11, 406 
Number of employees at end of year-- | 11, 788 | 11, 788 oe 
Average GS grade and salary- .- 7.8 $5, 755 | 7.8 +. eee 
Average salary ungraded-_-- 5, 102 | B M6 ) 3s. sccnccaee 
01 Personal services: | | 
Permanent positions. $64,102,764 | $64, 102, 764 | — 
Positions other than permanent-. 182, 536 | 182, 536 | ea 
Other personal services 2, 885, 700 2, 885, 700 | 
Total personal services-. 67, 171, 000 67, 171, 000 | id 
02 Travel.- 3, 594, 860 3, 594, 860 | 
03 Transportation of things 757, 600 | 967, G00 | cccascsueedaae 
04 Communication services 206, 000 | 206, 000 | ainaiedl . 
05 Rents and utility services-_- 536, 000 | BO6; O00 |. ccconccueele 
06 Printing aud reproduction. .......................-. 135, 800 | 135, 800 | _- tinea 
07 Other contractual services b 321, 728, 700 | 349, 428, 700 +-27, 700, 000 
Services performed by other agencies... an | 13, 270, 000 13, 270, 000 andadil 
08 Supplies and materials_. wikia aan 33, 606, 500 | 33, 606, 500 seen 
09 Equipment a ~ 34, 627, 500 | 34, 687, GO |... -scnsntans 
11 Grants, subsidies, and contributions... .....-- 7, 406, 000 | 7; BO GOO | sins cesscsbeuns 
13 Refunds, awards, and indemnities--._- 15, 550 | a 
15 Taxes and assessments. oie 409, 490 | 400, 400 | .......-.<scskns 
Subtotal _- 483, 465, 000 | 511, 165, 000 | = 700, 000 
Deduct quarters and subsistence charges-___-_- } 15, 000 | 15, 000 | <oeuee 
Deduct portion of foregoing obligations origin a | 
charged to object class 07, 08, or 09__- stan cumencenil 17, 450, 000 | 17, 450, 000 | snasenil 
Total obligations.... wicca cia taobl | 466, 000, 000 | "493, 700, 000 | +27, 700,000 
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Department of the Army amendments to fiscal year 1959 budget 


[In millions] 











NOA Direct Expenditures 
| obligations 
——— -————_— | ———— |] 
IKE-ZEUS: | 
N Research and development _--_........--- siete as $24.0 $24. 0 $13 
Procurement of equipment and missiles, Army a 130.1 | 130. 1 35 
Military construction, Army !...-.......--- eoee-e------| 20.9 20.9 5 
Mec Stes oto oe pepe ae bs 175.0 175.0 53 
Modernization: Procurement of equipment and missiles, 
Army..---- ‘ 88.0 88.0 35 
Acoustic detection: Research and development. .._...._..- ; ue 8 37 eves 3.7 1 Bey's | _3 
Total amendment-.--.............- ' Seileines 266.7 | 266.7 91 
Procurement of equipment and missiles, Army - - - ee 218.1 | 218. 1 eT 70 
Research and development- _--.- Sidndéie nee } 27.7 27.7 16 
Peery Gonstruction, ATIF *.. . 2... 6.20 no scnnccenndncanee | 20.9 | 20.9 5 
| — — an ‘ she 
a a eee ee ee ea aa } 266.7 | 266. 7 | 91 
| | 








1 Detail to be submitted later. 


Mr. Manon. Gentlemen, we will resume our hearing. We are to 
ive consideration today to amendments to the 1959 military budget 
for the Army. 

We might try to settle on terminology. What is the proper way to 
refer to this budget request? 

General Moore. I think that the committee is now considering 
the amendments to the President’s 1959 budget. 

Off the record. 

(Discussion off the record.) 

Mr. Manon. It is the amended 1959 budget? 

General Traus. I believe that is correct, sir. 

Mr. Manon. That is what the President calls it here. 

Proceed, please. 

GENERAL STATEMENT 


General Traun. Mr. Chairman, gentlemen I appreciate the oppor- 
tunity to appear again before your committee, this time for the purpose 
of presenting the Department of the Army’s request for increased 
appropriations for fiscal year 1959. 

Also with me this morning are representatives of the Chief, Research 
and Development and the Assistant Deputy Chief of Staff for Logis- 
tics. In the interest of conserving the committee’s time and to elim- 
inate the possibility of any duplication in our statements, it is proposed 
that they present the detailed justification of the increases. I will 
very briefly outline the scope of the Army’s request and discuss the 
changes in the financial position which will result from the increased 
appropriation request. 

House of Representatives Document No. 364, subject: Amendments 
to Budget for Fiscal Year 1959 Involving Increases for Department of 
Defense Military Functions, contains a communication, dated April 
2, 1958, from the President of the United States to the Speaker of the 
House of Representatives which, among other items, contains a re- 
quest for increased direct obligations and new appropriations for the 
Department of the Army as follows: 
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[Millions of dollars] 


SRORORIGI ANG GEVOIOPMENG «a ng Sag ow cee ann aemen raided areal 27. 7 
Procurement of equipment and missi#lés__..2=.........-..--.----...... 218.1 
Mee). Jott 8}. ec cb canna Rees ie oe a» «: a 


This request will increase the “Research and development, Army” 
appropriation from the $466 million in direct obligations previously 
submitted to $493.7 million and increase the new funds re equired from 
$471 million to $498.7 million. The “Procurement of equipment and 
missiles, Army,’’ appropriation would increase from the $1.620 billion 
to approximately $1.838 billion in direct obligations. New funds 
required to finance the procurement program ‘would increase from 
$1.405 billion to about $1.623 billion in new obligational authority, 

Additional funds requested for fiscal year 1959 will increase the total 
Army budget from the $8.97 billion in direct obligations previously 
presented to this committee to $9.22 billion, and will increase the ne Ww 
appropriations required to finance the Army’s programs from $8.53 
billion to $8.78 billion. 

As indicated in the President’s message, which transmitted the 
amendment to the Department of Defense fiscal year 1959 budget, the 
increase in funds is necessary in order to provide for acceleration and 
expansion of high priority research and development programs, the 
procurement of additional missiles and the procurement of additional 
modern materiel for the pentomic divisions, including items for fire- 
power, communications, battlefield surveillance, and mobility. 

In my previous statement to the committee on the Army’s fiscal 
year 1959 budget, I discussed our financial position. I would like to 
outline briefly the effect that the request for $245.8 million in new 
ee authority will have on that position by the end of fiscal 

- 1959. 

All of the $245.8 million will be obligated during fiscal year 1959; 
however, it is anticipated that expenditures will amount to only $86 
million, or roughly one-third of the total requested increase. The 
difference, about $160 million, will increase the unliquidated obliga- 
tions at the end of fiscal year 1959 to approximately $4.13 billion from 
the $3.97 billion previously reported to you. This also means that the 
tota] unexpended balances will increase to $4.40 billion as compared to 
the $4.24 billion previously reported. The increases in unliquidated 
obligations and unexpended balances are caused by the development 
and production complexities which are inherent in the procurement of 
new items, such as the NIKE-ZEUS and the procurement of long 
lead-time items such as those required for the new pentomic divisions. 

This concludes my statement. As stated initially, the representa- 
tives of the Chief of Research and Development and the Assistant 
Deputy Chief of Staff for Logistics will present the detailed justifica- 
tion pertinent to their particular programs. 


HEARING PROCEDURE 


Now, Mr. Chairman, I propose that in the interest of continuity 
we cover these increases topically as far as opening statements are 
concerned, and first we propose to present NIKE-ZEUS in its entirety, 
followed by questions on NIKE-ZEUS. 

Then we would propose to present in its entirety the acoustic de- 
tection system which is also contained in our request, followed by 
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questions, and then finally the weapons for the modernization of the 
pentomic divisions in their entirety. 

However, we would propose to answer any questions at any time 
within the budget justification books. Thus, we would now lead off, 
subject to your approval, with a presentation by General Daley on 
NIKE-ZEUS which will cut across both appropriations, “Research 
and development,” and ‘‘Procurement of equipment and missiles.” 

Mr. FLoop. What are long lead-time items for the pentomic divi- 
sions? Why do you have long lead-time items? 

General Traus. | would like to call upon General Brown to 
answer that, sir. 

General Brown. They are ones that normally—as you know, sir, 
we only liquidate about 10 percent of our hardware items. 

Mr. -Fioop. I know that, but I have reference to long lead-time 
items. What is the length of lead time for pentomic divisions? 

General Brown. 15 months for new vehicles. 

Mr. FLtoop. 15 months for new vehicles? 

General Brown. Yes, sir. 

Mr. Fioop. You had better cut that in half. 

Mr. Manon. All right, General Daley, will you please proceed? 


NikE-ZEusS PROGRAM 


General Datey. Mr. Chairman and gentlemen, I am appearing 
before your committee to present the Army’s fiscal year 1959 amend- 
ment for NIKE ZEUS, totaling $175 million, and for acoustic detec- 
tion totaling $3.7 million. The $175 million for NIKE ZEUS in- 
cludes $20.9 million for MCA funds. 

[ have submitted to the committee a classified statement and ] 
would prefer to use that as a basis for my remarks, and to expand 
upon it if that is acceptable. 

Mr. WicecLteswortn. Off the record. 

(Discussion off the record.) 


ITEMS INCLUDED IN REQUEST 


General Datey. At this particular point, sir, | am leaving the 
statement and elaborating a little bit more upon what the $175 
million includes. It includes $130.1 million for ‘Procurement of 
equipment and missiles,’ Army. It includes $24 million for “Re- 
search and development,’’ Army funds, and $20.9 million of ‘‘Military 
construction,’’ Army funds. 

Now, I am back with the statement again. 


MILITARY CONSTRUCTION FUNDS 


Mr. Wicciteswortn. What about its ‘Military construction 
funds”? 


~ r* e * . . . . 
_ General Datey. With reference to the $20.9 million I include this 
in the presentation simply so you would get the overall picture of this 
request. 

Mr. Wiacieswortn. Is it in the request before the committee at 
this time? 

Y . - . ‘ e 

General Traus. No, sir; it is not. 
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Mr. Forp. In other words, it will come in the “Military construc- 
tion” presentation? 

General Dauey. It will be separately defended, but I am simply 
putting it in here so you can see the full program we expect to carry 
forward. 

Mr. Forp. It is interrelated with the other funds as a total project, 
however? 

General Dany. That is correct, sir. 


FUNCTION OF NIKE-ZEUS 


I understand the requirement for these MCA funds will be pre- 
sented to another committee at a later date. However, we have 
included it in our presentation today to give you the full picture of 
the ZEUS funding request. 

The NIKE-ZEUS is, as you know, a missile system primarily 
designed to provide protection for the United States against Soviet 
intercontinental ballistic missiles. 

(Discussion off the record.) 

General Datey. Mr. Andrews, you asked me a question as to 
whether or not this system would engage other types of air targets. 

Mr. ANpDrREws. Yes. 

General Daxtery. It would, sir, and I will bring that out later. 

The NIKE-ZEUS system, under development by the Army in 
accord with the January 16, 1958, directive of the Secretary of 
Defense, can provide such a defense against ballistic missiles. The 
money in the amendment before you provides for a highly intensified 
development program. 

[ would like to intersperse some remarks to outline at this time my 
presentation. My presentation will cover and review our basic 
actions and describe the NIKE-ZEUS system, and give our present 
status and conclude with our plans for fiscal year 1959. 


HISTORY OF NIKE-ZEUS DEVELOPMENT 


On January 16 the Secretary of Defense directed the Army to 
continue the development of the NIKE-ZEUS as a matter of urgency. 

The Army has long recognized the ballistic missile threat and has 
studied defense against ballistic missiles since the end of World 
War II. Our early studies simply gave the background for required 
supporting research. Our actual effort with the NIKE-ZEUS sys- 
tem began when we started a feasibility study with the Bell Telephone 
Laboratories. We asked them to make a system which would meet 
the foreseeable air threat and we specifically required that the system 
be able to combat the intercontinental ballistic missile. 


CONTRACTS FOR NIKE-ZEUS DEVELOPMENT 


Mr. Manon. Proceed to the completion of your statement without 
interruption, please. 

General Datey. The work that we have performed on the NIKE- 
ZEUS—and this is not in the prepared statement—has been per- 
formed by the same Army contractor team that produced the AJAX 
and has developed and produced the HERCULES. This team, under 
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the supervision of the Redstone Arsenal, and now the United States 
Army Ordnance Missile Command, is the Western Electric Co. as 
prime contractor with Bell Telephone Laboratories having the primary 
research and development responsibility. 

The Douglas Aircraft Corp. is a major subcontractor in the missile 
and ground handling field. 

There are over 43 subcontractors, industrial and research, and 14 
Government agencies involved in the program. These Government 
agencies involve laboratories and proving grounds. 

Prior to discussing the status of the project and our plans for the 
next year, I would like to briefly review the system concept. For 
those of you who were at Redstone Arsenal, this will be a review. 

Mr. Manon. We have heard that many times. 

General Datey. In that case I will eliminate that, if you would 
prefer. 

Mr. Manon. All right. 

Mr. Fioop. I would not prefer it. 

Mr. Manon. We have heard it three times. 

Mr. Scrivner. Can you not boil it down? 

General Datey. I can boil it down to about 3 or 4 minutes, if you 
would care. 


Mr. Manon. All right. 
REVIEW OF SYSTEM CONCEPT 


General Datey. May I have the first slide, please? 

Just by way of review, this [indicating] shows what the system will 
look like. It includes the equipment that we have in any Air Defense 
command guided missile system, such as acquisition radar, tracking 
radar, our missile trackers, and the defending missile. 

(Discussion off the record.) 


COST PER ROUND 


Mr. Froop. How much is the cost per round at this early date in 
this first family of weapons? 

General Dairy. Per round? 

Mr. Fioop. Is it too early to establish that cost? 

Colonel SypNor. The missile cost, sir? 

Mr. FLtoop. The cost per round for the first one. 

Colonel Sypnor. Off the record. 

Mr. Forp. With the warhead? 

Colonel SypNor. No: without the warhead. 

Mr. Manon. If you took the engineering and all development cost 
into consideration and other related costs, it probably would be about 
$1 billion for the first one? 

Colonel Sypnor. Off the record. 

Mr. Manon. My point is that with reference to the first missile it 
all depends upon what you include in the cost? I believe that is also 
the point which Mr. Flood had in mind. 

General Datey. This is definitely so, sir, as to what you include in 
the cost. 

Mr. Fioop. I am more interested, Mr. Chairman, in not the first 
prototype, but how much will an operational missile be when you are 
operational beyond the prototype, per round, for the first family? 

13 





25095—58 
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Colonel Sypnor. Off the record. 
Mr. Fioop. That is what I wanted. 


CONFIGURATION OF MISSILE 


What is the length and the configuration of the missile which was 
shown on your second chart? Will you please put the second chart 
back on the board? 

(Discussion off the record.) 

Mr. Manon. Please supply all that information for the records of 
the committee, so we will have it available. 

(The information requested was furnished for the use of the com- 
mittee.) 

ADVANCED RESEARCH PROJECTS AGENCY 


General Datey. I will now discuss our plans for fiscal 1959. This 
chart shows the funding request in the 1959 amendment. I am still 
off my statement, Mr. Chairman. 

The program includes money that has been in the appropriation 
at various places. 

There is $57.71 million of money now in the Advanced Research 
Projects Agency budget which had been transferred from the Army 
budget to theirs. 

Mr. WiaeteswortH. Which is still to be presented? 

General Daxry. It will be presented, undoubtedly, by others. 

Mr. Wiacieswortu, Is that money that you have already had, or 
is that money to be transferred or mcney to be requested? 

General Daey. It is money which will be requested by the Ad- 
vanced Research Projects Agency, sir. 

I believe it is impossible to understand this program and where this 
money we are referring to in the amendment is without showing you 
the other funds in the budget regardless of who defended them. 

Mr. For. In other words, the $57.71 million is money in the 
original 1959 program, but it is to be defended by ARPA? 

General Datey. This is a correct statement,.sir. We had origi- 
nally programed research and development funds and procurement of 
equipment and missile funds in the order of $57.71 million. It was 
decided that this money would be put into the Advanced Research 
Project Agency budget. 

Mr. Srxes. Tell me this: Are the projects for which this money is 
to be spent also being transferred to ARPA? 

General Datny. The Advanced Research Projects Agency for the 
Department of Defense has the overall supervision of antimissile mis- 
sile projects. It is my understanding that these sums of money which 
I show on this chart, adding up to $242.71 million, will actually be 
administered by the Army in this project. 

Mr. Manon. And under the supervision of ARPA? 

General Datey. Under the general supervision of ARPA; yes, sir. 


INITIAL ARMY REQUEST FOR FUNDS 


Mr. Scrivner. Let me ask, Mr. Chairman, just one question? 
I understand now that when the budget was first set up you asked 
for the $57.71 million in the Army budget? 
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General Travus. If I may clarify this, sir, the $57.71 million was 
initially in our Army budget, but was never presented to the Congress. 

Mr. ScrIvNErR. Because that was before ARPA was or eanized } ? 

General Travus. By this date it had been taken out “and put in 
the Department of Defense budget. 

Mr. Scrivner. And was deduce ‘ted from the Army’s request? 

General Traus. That is correct. 

Mr. WiaeteswortH. That is a budget request, and not cash—that 
figure? 

yeneral TRAuB. It is a budget request; yes, sir. 

Mr. Manon. All right; proceed, General Daley. 

General Dairy. T here i is $10 million in military construction Army 
funds which remained in the Army budget which was presented to the 
Congress. 

Mr. WiceLeswortH. And that, again, is not in this bill? 


FUNDS REQUESTED IN PRESENT BILL 


General Datey. The money in this bill is the fiscal year 1959 budget 
amendment which is shown there as $175 million. Also, in the Ad- 
vanced Research Projects Agency fiscal year 1959 budget amendment 
there is $20 million for antimissile missile research. Directly ap- 
plicable to the NIKE ZEUS system is the $242.71 million, although as 
[ will point out, we expect this $20 million to give us material assistance 
in this program. 

The next chart, please. 

This [indicating] actually shows that upper sum of money which I 
ascribed to NIKE ZEUS broken down by appropriations, and it 
shows the $20 million of money that I indicated for the ARPA which 
is in this bill, and I would like to use this chart as a background to 
describe what we want to use this money for. 

Mr. Forp. May I ask what is PEMA? 

General Datey. Procurement of equipment and missiles, Army 
funds. 

Mr. Forp. We have to get used to the new titles, General. 

Mr. FLoop. That is a new one. 

General Travus. It is a new name for the old P. and P. 

Mr. Forp. It is not as dramatic as I am sure you could have found 
for an abbreviation? 

General Dairy. No, sir. 

(Discussion off the record.) 


PACIFIC MISSILE RANGE 


Mr. FLoop. What Pacific Missile Range? 
General Datry. The Pacific Missile Range frequently referred to 
as the Point Magu range of the Navy 


AIR FORCE ROLE IN ANTIMISSILE MISSILE PROGRAM 


Mr. Forp. General, it was my understanding, basically, that in 
the antimissile missile program that the Air Force was to have some 
responsibility. Now, you are not justifying their portion of the 
responsibility? 
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General Datry. No, sir; I am not. On January 16 the Secretary 
of Defense sent memorandums to the Secretary of the Army and the 
Secretary of the Air Force, and he told the Secretary of the Army to 
develop the NIKE ZEUS system. This included forward acquisition 

radars, local acquisition radars, the computers as well as the missile 
system. 

He told the Air Force, No. 1, that they would develop the early 
warning system, which has ae separately defended, I am sure, to 
you, and in addition to that that they could do work in the forward 
acquisition radar and tracking radar fields which might be an overlap, 
but which was considered a desirable overlap. 

They would not get into the missile launching or the missile system 
field. 

Mr. Forp. With reference to the—sizable radars which they 
justified, I think, in the first supplemental, at least, I had the impres- 
sion that they were to be a part of the NIKE ZEUS system. Appar- 
ently I am in error. 

General Datry. No, sir; they are not part of the NIKE ZEUS 
system. They are what is referred to as the ballistic missile early 
warning system—BMEWS, and this is a system which we had— 
NIKE ZEUS system—built to the point of testing. 

This is an early warning system for the United States, it is early 
warning for the Strategic Air Command, it is also early warning for 
NIKE ZEUS. 

Mr. FLoop. How does it feed into you? 

(Discussion off the record.) 

General Datey. This, sir, completes the ZEUS portion of this pres- 
entation, and I am prepared to answer questions. 





PROBABLE SUCCESS OF PROGRAM 


Mr. Manon. We have had numerous hearings in regard to the 
NIKE ZEUS system over the years. We are all agreed that we 
should undertake to try to work out a defense against the so-called 
ultimate weapon—the intercontinental ballistic missile—and_ the 
Pentagon has determined that the Army is to do this job, and we 
wish the Army luck in this problem. 

Your statements, as usual, General Daley, indicate no shadow of 
doubt but that we will be able successfully to perfect this defense 
system. The implications are that developments to date have been 
highly successful and that there is full confidence in a successful com- 
pletion of this project. 

I remember in the Scripture that someone said, “Oh, Lord, help 
Thou my unbelief.” 

[ am always left somewhat unimpressed with what I consider the 
overoptimism of the Army with respect to this program. However, 
I am glad to see the Army believes in its capability, and I certainly 
wish the Army success, but I am not one who believes that having 
failed as we have through the years to work out a satisfeatory, air- 
tight, complete defense against approaching comparatively cumber- 
some bombers, that we can by the date you have indicated work out 
an effective antiballistic missile. My words are for the record, and 
I hope I will not be vindicated, but I am very fearful that I will be. 


SS 
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You do think that this system will be to some extent successful in 
knocking down some of the approaching ballistic missiles in the event 
of an emergency? 

General Datery. Yes, sir; as you indicated, you have a certain 
amount of pessimism, and as you indicated, also, I have a certain 
amount of optimism. 

Mr. Manon. That is right. 

General Datey. I would like to put this in what I consider the 
proper frame of reference. 

Mr. Manon. Yes, sir. 

General Datey. We have studied many, many types: of anti- 
missile systems. ‘The one which has the highest hope of success is 
the NIKE-ZEUS, in my opinion. 

I am optimistic about achieving such a defense—a reasonable 
defense—and I view the alternative as very, very serious. I think 
that this is a rather intolerable state of affairs, and I recognize that 
there are risks in this program, but I think that the risk of not going 
ahead is worse than the risk of going ahead. 

Mr. Manon. I agree with you, but I do not like for anyone to try 
to kid me that we are going to lave by the date you have indicated an 
effective defense against the intercontinental ballistic missile. 

I hope we will have it, but I simply do not believe we will have it 
by that time. I agree we ought to try to get it, and that we need 
something which will help a bit. My view is that the chief deterrent 
is the offensive capability, but, of course, we cannot rely wholly on 
that. 

I think we will have to make an effort to achieve some degree of 
success, doubtful as it may be, in the defense against the inter- 
continental ballistic missile. That is the pattern and framework 
which I like to have in mind, in discussing the matter, but of course 
that is not your technique, and maybe from the standpoint of your 
work, it is best to have this other attitude. 

[ just want to explain to you that some of us have to accept with 
some reservation this glowing picture that we are highly successful 
thus, far, and we predict full suecess in a system which will defeat 


the ICBM. 


OPERATIONAL DATE 


General Datey. There is one thing that I would like to make quite 
clear for the record, sir: The program we are developing will not 
provide an effective defense for the continental United States by the 
date indicated. 

Mr. Manon. Yes. 

General Davey. It will provide the first batteries on site by that 
date. It takes a period of time to deploy any system to a scale which 
give you a measure of defense. 

Mr. Manon. But you would not say for the or that by that 
date you would have a comple te defense of 1 area or 1 point with this 
anti-[CBM; would you? 

General Dairy. I would say for the record that with these moneys 
and with deployment moneys in future years we would have on site 
by that date one battery prepared to defend the area of that particular 
battery, 

Mr. Manon. You would not say that it would be able to strike 
down all incoming ballistic missiles, of course? 
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General Dauey. Off the record. 
(Discussion off the record.) 


NEED FOR ADDITIONAL FUNDS 


Mr. Stxes. Do you believe more money would mean more protec- 
tion by that date? 

General Datry. Yes, sir. 

Mr. Sixes. In other words, what you are planning will provide the 
maximum protection you could get for the money? 

General Datry. That is correct, sir. 

Mr. Sixes. The state of the art is in your opinion sufficiently 
advanced that if there were more money, you could provide protection 
for more points; is that true? 

General Datry. This is true; yes, sir. 

Mr. Fioop. But that is production and hardware. 

General Datey. That is making a decision to produce, sir. 

Mr. Forp. Making a decision to produce before you have gone far 
enough in development? 

General Datrey. This is making a decision to produce the initial 
sets of equipment that could be on site at the same time you are pro- 
ducing these prototype sets. 

Mr. Fioop. In the meantime, you will be going ahead with research 
and development for the second generation and the third generation 
of weapons? 

General Daury. Yes, sir. 

Mr. Sixes. Do you consider the present procedure the more orderly 
and sensible procedure, or would you personally recommend that we 
move ahead more rapidly by spending more money? 

General Dairy. The present procedure is the procedure which has 
been approved by the Department of Defense. I personally have 
recommended to congressional committees before that more money 
be spent in this program, and that the first sets of equipment be pro- 
duced simultaneously with the prototype equipment. 

Mr. Stxes. Do you feel that the state of the art is sufficiently ad- 
vanced to justify that? 

General Datery. I do, sir. 


USE AS ANTIAIRCRAFT WEAPON 


Mr. Sixes. Let me ask this question: Is the effectiveness of this 
weapons system proportionately greater with the conventional 
bomber—the current-type bombe T, or even the chemical bomber 
that is anticipated in a few years? 

What kind of a weapon will this be against conventional bombers? 

General Dauey. This will be a much better antiaircraft weapon 
than any we have in the system today. 

Mr. Srxes. Would you say that this is a system which would 
actually make the conventional bomber obsolete? 

General Datey. It would be a major contribution to that; yes, sir. 

Mr. Sixes. Whether in our hands or in enemy hands? 

General Daury. Yes, sir. 

Mr. Srxes. Does the effectiveness of this weapon system vary 
when used against conventional bombers, including bombers which 
launch missiles a distance of several hundred miles from the target? 
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General Dauey. Off the record. 

(Diseussion off the record.) 

Mr. Sixes. As effectively as they could engage the ICBM? 
General Dauey. Off the record. 

(Discussion off the record.) 


EFFECTIVENESS AGAINST IRBM 


Mr. Sixes. What about the effectiveness of this weapons system 
against the IRBM? 

General Datey. Off the record. 

(Discussion off the record.) 

Mr. Manon. That would apply also against ballistic missiles 
launched from submarines? 

General Datey. Off the record. 

(Discussion off the record.) 


CHARACTERISTICS OF NIKE-ZEUS 


Mr. Manon. I would like to ask a few questions without interrup- 
tion. They will be very brief. 

What will be the speed of NIKE-ZEUS? 

General Datery. Off the record. 

(Discussion off the record.) 


INITIAL ARMY REQUEST FOR FUNDS 


Mr. Manon. We all understand that. 

I would like to complete the discussion of any monetary require- 
ment that might be in addition to this. Anyone who wants to ask 
any questions after I have completed with respect to the monetary 
angle can ask them. 

Your requests have been screened and you have come to us with 
this firm figure today. 

How much did the Army actually ask the Department of Defense 
for and the Bureau of the Budget for for this amended program? 

General Datey. We actually asked the Office of the Secretary of 
Defense that we be given $136 million in fiscal year 1958 funds and 
$546 million in fiscal year 1959 funds. 

Mr. Manon. The Secretary of the Army presented that request to 
the Secretary of Defense level? 

General Datey. That is correct, yes. 


USE OF ADDITIONAL FUNDS 


Mr. Manon. I want you to pinpoint, particularly for the record, 
and you can add to it later, what could you do with those additional 
funds that you cannot do with these funds? What is the difference 
in money be — what you got and what you asked for? 

General Daui The difference in mone y is actually $136 million 
in fiscal year 19 58 funds and $371 million in fiscal year 1959 funds. 

Mr. Manon. About one-half billion. 

General Datey. $507 million. 

Do you want me to go on? 

Mr. Manon. Go a little further. 

General Datny. Off the record. 

(Discussion off the record.) 
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Mr. Manon. For the one battery that you are planning to be 
operating by the indicated date you would require a lot less "money, 
but I assume it would be unthinkable that you would limit your 
production and your plans tor just one battery, so you have to have 
additional funds? 

General Datey. If you go ahead with this program it will cost 
you the same amount regardless of when you do it, in my opinion, 
It would be completely foolish, as you say, to plan on making one 
battery. I have projected my money on the basis that we would 
gear up to a production rate. That is based upon a study. 

Mr. Manon. Giving you the additional money now instead of in 
1960 would not make much difference unless you followed with an 
expanded program from there on? 

General Dautzey. That is correct. The essential ingredient is a 
decision you are going ahead and going to deploy some number of 
batteries, and certainly more than one. 

Mr. Manon. The point is, the decision has not been made at the 
White House and the Department of Defense level to go as ambitiously 
into this program as would be required if we should provide the 
additional funds now. 

General Datny. That is a correct statement; yes. 

Mr. Manon. If Congress should weigh your testimony and deter- 
mine that an approach to the task of intercepting the intercontinental 
ballistic missile should be somewhere in between what you have 
proposed to us today and a more ambitious program, what guide lines 
could we use to determine how much an additional $100 million or 
$200 million would provide now? Would it mean anything? Would 
it mean anything particularly if there is no decision at the high level 
to go ahead? 

General Dairy. There must be a decision that you are going to 
deploy the equipment. It is difficult to give a complete rule of 
thumb with regard to the difference in the programs as of this date. 
It is hard for me to conjecture, especially unless I know not only 
what I do this year, but what I expect to do next. 


ACCELERATION OF PROGRAM TO DATE 


Mr. Manon. I see your point. We talk about decisions that have 
not been made. Let us see if we can understand the decisions that 
have been made. 

We decided to provide for a highly intensified development program 
according to your statement? 

General Datey. That is correct. 

Mr. Manon. That is clear? 

General Datey. That is right. 

Mr. Manon. What have we decided to do within the frame work 
of this amended budget toward producing and putting in place these 
batteries. 

General Datey. Off the record. 

(Discussion off the record.) 

Mr. Manon. The point is, apparently, what the Department of 
Defense has decided is that it will intensify the development of this 
program and wait until next year to see just how much we will under- 
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take to acquire by way of actual strength in batteries by certain dates; 
is that correct? 

General Dairy. Yes; that is correct. Obviously, putting it into 
one sentence, as you did, you would have to weigh things, but es- 
sentially that is a correct statement. 

Mr. Manon. You restate it to make it correct. 

General Datey. The only qualification I would make is this: The 
very fact you are putting in some money for production for research 
and de ‘velopme nt type equipment will have some application later on. 
Essentially what you have said is correct. 

Mr. Manon. The point is then with this program launched now 
and provided for in the amended budget, you can, if decisions are 
made later have at least one battery for the employment of the 
NIKE ZEUS by the indicated date. 

General Datey. That is correct. 

Mr. Manon. I get the point. 

There was a statement made which undoubtedly was quite au- 
thentic but which was not directly attributed to the Pentagon, that 
what the Army needed was a $6 billion anti-ICBM funding over a 
period of years in order to provide adequate defense against the 
intercontinental ballistic missile. Do you remember that? 

General Daley. Yes, and I can connect it directly to this program, 
if you care. 

Mr. Manon. That is what I want you to do. What is the signifi- 
eance of the $6 billion figure which we first learned about last No- 
vember? 

General Dany. Off the record. 

Mr. Manon. I am finding your testimony very useful as usual. 
Of course, if our military programs do not deter war, they have to that 
extent failed. 

If we were anticipating that the probabilities of an all-out hot war 
were considerable for the period under discussion, it would be most 
important to the survival of the United States to really put on the 
steam, not in 1960 or 1961 or 1962, but to put on the steam now to 
accelerate our degree of readiness for that period; is that correct? 

General Datry. Yes. 

Mr. Manon. It is a question of judgment as to what we may be 
faced with, I assume. 

General Datey. That, and a lot of other factors. 

Mr. Manon. For example? 

General DaLey. You cannot do everything. It is a matter of 
decision making as to whi at money you will put on what programs to 
do what things. 


REDUCTION BY BUREAU OF THE BUDGET 


Mr. Manon. How much of your original request ran the gauntlet 
of the Department of Defense and got to the Bureau of the Budget? 
How much did the Budget Bureau cut the Department of Defense 
request in this field? 

General Daury. As far as I know, it was not cut by the Bureau of 
the Budget; but I may be wrong. 

_ Gene ral Travs. I think the record indicates there wasa cut. There 
is nothing in the record to substantiate that the Bureau of the Budget 
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made the cuts, but there were some later submissions made by the 
Department of Defense that were lower than the original submissions 
to the Bureau of the Budget. 

Mr. Manon. That is legitimate information for this committee, 
Will you provide it at this point in the record? 

General Travus. I will, sir. 

(The following information was submitted :) 


As indicated below, the Army submitted detailed justification to DOD and BOB 
in the amount of $307.8 million (less ‘Military construction, Army’). The Army 
was subsequently requested to submit revised detailed justification to DOD and 
BOB in the amount of $245.8 million (less ‘Military construction, Army’’). 


Fiscal year 1959 Army budget amendment submissions to DOD and BOB 


[Millions of dollars] 


Original sub- | Revised sub- 
Purpose (appropriation) mission, mission, 
Mar. 24, 1958 | Apr. 3, 1958 





ZEUS: 
Research and development. : $24. 0 $24.0 
PEMA...... 155. 1 130.1 
Subtotal_.. 179.1 154.1 
Modernization: PEMA 125.0 $8.0 
Acoustic detection: Research and development- 3.7 3.7 
Subtotal__- 128. 7 91.7 
Grand total_..- 307. 8 245.8 


Mr. Srxes. I would like to say, Mr. Chairman, that I have been 
very much impressed with the testimony given here by General Daley 
and his associates. I think that we are very fortunate in having a 
man of General Daley’s caliber in this important work. I have a 
great deal of confidence in what you and your team turn out, General 


Daley 


General Datey. Thank you, sir. 
ADEQUACY OF REQUESTED FUNDS 


Mr. Wiaeieswortn. As I understand your statement, the request 
now before this committee allows you to proceed, as far as research 
and development is concerned, at the maximum speed, does it not? 

General Daury. Yes; it does. 

Mr. WiccLeswortu. The only question, therefore, is how much 
additional money is going to be provided in terms of procurement in 
the future? 

General Dauey. That is correct. 

Mr. Wiecieswortn. And it just comes down to a matter of judg- 
ment whether you consider you have something worth buying at this 
time, or whether it is better to postpone the commitment until there 
is further development and you know more definitely what you are 
buying. 

General Datry. It is a matter of judgment; yes. 
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OTHER ITEMS REQUESTED IN PROCUREMENT OF EQUIPMENT AND 
MISSILES 


Mr. WiccLeswortnH. I do not want to go into too much detail, 
but you have given us a shopping list here under procurement of 
equipment and missiles, Army, adding up to $218,100,000. 

I see in here $3,300,000 for ‘rifles and $6,800, 000 for machineguns. 

General Traus. May I interpose? 

Mr. WicGLeswortsH. There are many other items, and I wonder 
why it is necessary they be included in this re quest at this time. 

General Traus. This will be included later in General Brown’s 
statement. It is not now included. 

Mr. WiGcGLeswortH. You are going to take that up separately? 

General Travus. Yes. 


NIKE ZEUS ONLY ANTI-ICBM 


Mr. Wiacieswortu. Let me ask you another question. Does the 
presentation of this request to the committee at this time mean that 
NIKE-ZEUS has been definitely selected for this purpose as the only 
weapon under development in this field? 

General Dany. The only weapon system, complete system, in- 
cluding missiles under deve lopment in the antimissile field for an 
antimissile purpose is the NIKE-ZEUS. The Air Force is permitted 
to do certain radar work, but this is the only system which was 
funded for development. There has been a very little bit of research 
and development in the capabilities of the TALOS, but this is not a 
funded program and it is my belief that the Department of Defense 
does not intend to fund the TALOS antimissile missile development. 
Does that answer your question, sir? 

Mr. Wiaaieswortu. It does. 

(Discussion off the record.) 


LIMITATION ON FUNDS AVAILABLE FOR DEFENSE PROGRAMS 


Mr. Scrivner. General Daley, if you were not as enthusiastic about 
your program as you are you would not be worth your salt, as I see 
it, but in this day and age enthusiasm over a program must be tem- 
pered by a great many other things. I am sure that you realize that 
as well as any of us. There is only one source of funds as far as 
Uncle Sam is concerned, and that is the taxpayers’ pockets, and this 
being just a few days after the 15th of April, I am sure you are as 
aware of that as we, and as aware as millions of Americans. 

If there were no limit whatsoever on the availability of dollars, of 
course you would have no difficulty at all in having your program 
financed clear up to the hilt, but I am sure a man of your mature years 
and your experience realizes, just as we realize, that there is not any 
bottomless barrel of taxpayers’ dollars. 

General Datey. I certainly do, yes. 


EXTENT OF RESEARCH NEEDED BEFORE PRODUCTION 


Mr. Scrivner. And you must realize, although you are probably 
more enthusiastic about your own program than some others, that as 
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of now—and I am talking about now, not later—not only are the 
missiles in the early stages of development so you cannot predict 
today what a missile will be ¢ apable of doing 2 years from now, either 
incoming or outgoing, but if you cannot do that with the missile itself, 
then of course it is more difficult to predict with a great degree of 
precision what an antimissile missile will do; is that not true? 

General Daury. | say that is true but I think there is a greater 
risk in not making an e fort. 

Mr. Scrivner. In this stage of the art the question becomes a 
matter of judgment, not only the judgment of General Daley, but the 
judgment of a great many other people who have to take this into 
consideration. 

In response to questions asked you, you told us what you would 
like to do and what you could do and how much you would like to 
have, but it must be realized that the NIKE-ZEUS program is as yet 
in its early stages of development. So the question naturally arises, 
and I am sure you will agree this is a question—whether or not to 
continue for a time, perhaps a year or longer, I do not now know, in 
the development and improvement of the we apon and watch the 
improvements in missiles before we go into a big produc tion program, 
Is that not the decision that has to be made some place? 

General Dany. You have to decide at what point you will go into 
production and the extent of the research and development you will 
do before that. The difference of opinion is simply that you buy more 
research and development at the cost of time. That is all it is. 

Mr. Scrivner. It still remains a question of judgment as to how far 
you shall go in perfecting what you are working on before you go into 
production, or whether you are going into production at an early 
stage and have a less effective weapon than you would have after 
research and development has brought about certain advances. 

General Dauey. I agree with that, if one throws in the element of 
the timeliness of the we apon. 

Mr. Scrivner. All of those things have to go into it. 

General Daury. It is a matter of judgment, yes. 

Mr. Scrivner. And it is a question of whether you want to buy a 
lot of brandnew stuff right now or wait a year and get something 
better. At least that is the way that it boils down to me. Somebody 
has made this decision. It is not a decision you made. It is not a 
decision you wanted, but it is a decision that has been made, and 
somebody had the responsibility of making it, and since it has been 
made, even though it might or might not be the decision I might make, 
it is a decision that has been made. 

Now, you have a certain activity upon which you based your judg- 
ment and you do not have to be concerned with the other elements 
at all in making your recommendations, but the other people do. I 
expect if I were in your position and had the enthusiasms and confi- 
dence you do I probably would be presenting pretty much the same 
statement you have, but as things now exist you are not the sole 
arbiter and neither are we. 


OBLIGATION OF ADDITIONAL FUNDS 


Mr. Forp. If you got the $507 million which you estimate would be 
needed for this additional procurement to step up the time in the 
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actual operational capability, how much of that could legitimately be 
obligated in the fiscal year 1959? 

Mr. Manon. That is a good question. 

General Da.tey. Legitimately obligated? All of it as far as I can 
tell. 

Mr. Forp. If this appropriation bill for the fiscal year 1959 included 
this $507 million, what would be your schedule of obligation of the 
$507 million? Would it be obligated in the first, second, third, or 
fourth quarters of the fiscal year 1959? Just make an educated guess 
and correct it for the record. 

General Datey. I am always optimistic, sir. I would guess that 
probably on the order of 35 percent of that would be in the first 
quarter and the rest would be perhaps distributed across the fiscal 
year. They would be somewhat heavier in the first quarter. 

' Mr. Forp. I asked that question for two reasons. One is that in 
reading General Traub’s statement on page 3 he says: 

The increases in unliquidated obligations and unexpended balances are caused 
by the development and production complexities which are inherent in the pro- 
curement of new items such as the NIKE ZEUS and the procurement of long 
lead time items such as those required for the new pentomie divisions. 

General Traub’s statement would seem to negate to some extent 
the possibility that you could legitimately obligate this $507 million 
properly in the year 1959, in its early stages. 

General Dairy. I would like to answer a part of that and have 
General Traub elaborate. 

We made a program which was actually based on doing some of the 
obligation in the fiscal year 1958. This was brought out in the ques- 
tioning. Of that money, under one plan we had, we expected to actually 
obligate $136 million during the fiscal year 1958. I feel that 95 percent 
of this money could be obligated any time the money becomes avail- 
able. Therefore, that is why I said that it would be loaded in the 
first quarter. This money, I know, would go out quickly. Beyond 
that, I think that it would be phased across the other three quarters 
of the fiscal year. This is money to actually start the contractor 
structure going and to give them a commitment—you are going to 
have this kind of thing. They have to really reorient their whole 
action if they are going into such a production program. That is 
why I think it will be a little loaded in the beginning. 

General Travus. In regard to my statement, sir, in connection with 
the term “development and production complexities,’ I referred to 
increases in unliquidated obligations and unexpended balances, thus 
implying that the obligation would have been made but with no 
expenditure occurring thus increasing the total of the unexpended 
balance. 

Mr. Forp. I appreciate in your statement that you did not say the 
unobligated balances would have been increased, but we are as 
concerned about obligations which do not generate proper liquidations 
as well. Just because you can obligate and not liquidate does not 
necessarily mean you have a good program as far as the overall is 
concerned. 

As I understand the several statements that have been made here, 
the budget presentation for the supplemental for the fiscal year 1959 
is a good, intensified research development program with some military 
construction for the NIKE-ZEUS system. The question that comes 
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to my mind is, if this was fully funded, as has been submitted, would 
there be any benefit, or detriment, assuming we are going to eventually 
go into the planned program, to not include the $507 million in 1959 
at this point, but subsequently say in a supplemental in January 1959, 
we could make such obligational authority available. Will you com- 
ment on that? 

General Datey. Yes. There is some portion of this money which 
could be deferred obligational authority until January 1959. 

Mr. Forp. Without any harm? 

General Datey. But you will then be actually, in my opinion, 
losing the time from now until January. If it was in October, it 
would be from now until October. Until somebody says he is going 
to do this you cannot take the actions that are necessary to deploy 
the system. What it would amount to is you would gain time. 7 


FUNDING OF NIKE-ZEUS IN PRIOR YEARS 


Mr. Forp. Could we have just a quick rundown generally—and 
correct the record for the details—of how much you have had so far 
for NIKE-ZEUS in prior fiscal years up to including the fiscal year 
1958? 

Mr. Manon. Insert that in the record. 

(The information requested is classified and has been furnished 
separately to the committee.) 


COMPLETION OF RESEARCH PROGRAM 


Mr. Anprews. Have you finished all the research and development 
on this NIKE-ZEUS? 

General Daury. No, sir; we have not. 

Mr. AnprEws. When do you expect to do that? 

General Dauny. Off the record. 


DATE OF START OF PRODUCTION 


Mr. ANprEews. When do you expect to get into production? 

General Dairy. Depending upon the fiscal year 1960 funds, we 
would actually go into a production program beginning the latter 
part of the calendar year 1959. 

Mr. Anprews. Do you know who will make them? 

General Daury. There are, as I mentioned, about 40 subcon- 
tractors. The Western Electric Co. is the principal subcontractor. 
Douglas is primarily on the missiles. RCA is in part of the 
transmitters. 

Mr. Anprews. After you start production at what rate can they 
be produced? 

General Datry. Off the record. 

(Discussion off the record.) 


PROCUREMENT OF EQUIPMENT AND MissILes, ARMY 


Mr. Manon. Proceed with the next project. 

General Travus. The next item is the modernization of pentomic 
division equipment. 

General Brown has an opening statement of some length, sir. 
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General Brown. I would like to insert my prepared statement into 
the record and then speak to the PEMA portion of the amendment 
that General Daley did not cover in NIKE-ZEUS. 

Mr. Manon. Please do so. 


GENERAL STATEMENT 


General Brown. Mr. Chairman and members of the committee, 
I am General Brown, Assistant Deputy Chief of Staff for Logistics 
for Programs and Budgets. The Army’s amendment to the fiscal 
year 1959 budget for ‘Procurement of equipment and missiles’ ap- 
propriation, Army, is for $218.1 million. This contains $130.1 million 
for the acceleration of the antimissile missile—ZEUS, and $88 million 
for our pentomic weapons system. The Chief of Research and De- 
velopment for the Army, in his presentation, has included the ZEUS 
program as supported by “Procurement of equipment and missiles’’ 
appropriation funds. 

[ shall discuss the materiel for the pentomic weapons system. 

In order to provide a powerful ground combat force ¢ ‘apable of 
decisive action in modern combat, the Army has reorganized its divi- 
sions into the pentomic structure, designed: to live on tomorrow’s 
battlefield and to operate effective ly under either atomic or non: atomic 
conditions. These pentomic forces must be able to operate over large 
areas with widely dispersed forces, locate enemy forces with precision, 
concentrate rapidly to exploit, strike with overwhelming firepower, 
and again disperse. These requirements of modern war necessitate 
the expedited introduction of modern equipment designed to achieve 
those tactical objectives by having technological superiority over the 
enemy. We termed this equipment that is required to equip the 
pentomic forces our ‘‘pentomic weapons system.”’ Much of the cur- 
rently available equipment does not meet the tactical requirements of 
the reorganized pentomic forces. Many of the items that comprise 
our pentomic weapons system were on the drawing boards or in the 
early phases of testing when we reorganized to the pentomic concept. 

It has been necessary for the Army to delay the introduction of this 
equipment at a less than desirable rate. 

In the fact of the current modernization of Soviet forces, the risk in 
continuing the delay in modernizing our forces overseas is not war- 
ranted. 

Of critical importance are the overseas forces which constitute an 
essential part of the United States contribution to our collective 
security arrangements and which are the United States first line of 
defense with the mission of deterring aggression in the important 
strategic areas where they stand cuard. If aggression occurs, they 
will be the first to be engaged and must offer sufficient resistance to 
allow time for reinforcement for the application of additional United 
States power. Our Strategic Army Corps is designed to reinforce our 
overseas deployed forces. 

The Strategic Army Corps must be capable of reinforcing our forces 
already deployed overseas at the instant an aggression occurs. In 
some eventualities, STRAC would be deployed to separate areas 


overseas, while those forces already deployed are held to their current 
locations. 
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All of the equipment that is to be procured with this $88 million 
segment is destined for issue to or in support of our overseas forces 
and STRAC. 


Cuart No. 1.—Fiscal year 1959 amendment 


[Millions] 
Pies Smenera RystlI |S 8) eee eS ose aunwimn anne . — 
1,100 recoiless rifles, 90-millimeter T-219______.__---_-----. $3.3 
4,000 machine guns, 7.62-millimeter M-60___....._.________- 6.8 
753 armored personnel ci arriers, EA Obs dc aAsesaaw4 22. 1 
1,450 light weapons carriers, }2 ton, M- (mule) - ‘ 4 2. 6 
900 terminal tele pene modem 1 groups T ‘A 321 (carrier e quip- 
mont) ; Sh att am en ate a aSS pe 
2 doppler navig: zators, airborne 3. | 
20 radar sets, personnel and vehicle detector, 20,000 yards 1.0 
30 thermal mapping devices, airborne____.__......-..--.-- 1.9 
360 drones 3. 7 
30 reconnaissance drone systems Dr sys 5. I 
30 target information centers rone acquisition and 1.5 
30 radars for control of reconnais- reconnaissance system 297 
sance drone system 
Honest John adaption kits- ont = 17.0 
Antimissile-missile ; : eee gee 130. 1 
NIKE-ZEUS._. $2 ; -. 130.1 —— 
Total. .- waky pe dade ts pa -' 2 
New obligational authority _ ae : ; ‘ a 7 218. 1 


On this chart, I have idle ston the items that we expect to procure 
with this $88 million amendment. 

The first is the 90-millimeter recoilless rifle. This procurement, plus 
the 655 in our basic budget, will not meet completely the requirement 
for our overseas forces. It is a lightweight individual weapon that 
is the replacement of the World War II and Korean war bazooka. 
It has approximately 325 yards greater range and approximately 3% 
inches greater armor piercing ¢ apability than the Korean War Bazooka 
and far greater accuracy. 

The next item is the 7.62-millimeter machinegun. With the pro- 
curements initiated in fiscal year 1958 and the planned: procurements 
in our basic budget plus this additional 4,000, we will be able to equip 
the forces deployed in Europe by the end of fiscal year 1960. This 
Weapon possesses several distinct advantages, namely, it replaces 
three World War I caliber 30 obsolescent types and it uses a round of 
ammunition which will be common to all of the forces of NATO. 
It has a greater cyclic rate, needs no headspace adjustment and can 
operate with a longer sustained rate of fire. 

The armored personnel carrier, T—113, will provide for the intro- 
duction into procurement of a development which we have been 
pursuing since 1955. At the time of our presentation on the basic 
PEMA budget when we were here last month, it was indicated that 
the Army plans to procure the latest models of equipment to become 
available from our research and development efforts. The armored 
personnel carrier, T—113, is a later development than the M59 that 
we indicated in our basic budget submission. At the time the basic 
budget request was prepared, we did not know it would be possible to 
procure the T-113 during fiscal year 1959. We now plan to use part 
of the funds contained in the basic budget of $51.9 million, plus the 
$22.1 million in this amendment, to initiate the procurement of the 
T-113 and phase out the production of the M59. It is not possible 
for us to sharply cut off the procurement of the M59 and initiate 
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full production of the T-113. We plan that there will be an orderly 
changeover from the production of one model to the other with a 
minimum gap in production and the least adverse effect on plant 
operations. While the T—113 offers many advantages over the M59, 
it will not obsolete the M59. The M59 will remain in use by United 
States troops for some years to come. Incidentally, I would like to 
mention that there are large requirements for the M59 already made 
know to us through the military assistance program. In future years, 
we plan to increase our procurement of the T-113 to enable us to 
replace the M59 personnel carriers in the hands of United States 
forces so that they may be released for sale. All of these T-113’s 
will be issued to our forces in Europe. It is planned, at the time of 
the replacement of M59’s in Europe, to rehabilitate them for sale 
and delivery against our MAP requirements. 

The light weapons carrier is a %-ton ammunition and weapons 
transporter for our forward fighting units. It is not a cargo vehicle 
in the sense that it is used to transport men and materiel over great 
distances on prepared highways as it is not designed for this purpose. 
Rather, it will transport weapons and ammunition resupply into the 
battle area to our forward fighting units during preparation for an 
enemy engagement or while the forces are closely engaged. This pro- 
curement will enable us to complete the equipping of our overseas 
forces and STRAC. We have not computed our full maintenance 
and backup requirements in with these procurements because we 
desire to estimate on the conservative side while we develop the full 
magnitude of these needs from actual field experience. 

The next group of items is the communications and surveillance 
devices for the Army. With our reorganization to the pantomic 
concept, it became necessary for us to increase the span of control and 
to provide auxiliary communications means essential on the atomic 
battlefield. Without these means, the deployed forces cannot be 
effectively used. The same is true for our target acquisition and 
battlefield surveillance electronic capability. Without the ability to 
locate the enemy and to pinpoint the target areas, we are unable to 
effectively employ the longer range weapons and missiles that we are 
now introducing to our units. The increased funds that the Army 
is placing in the electronics area is indicative of the importance which 
we attach to this requirement. The surveillance equipment that we 
used during the Korean war is no longer capable of supplying us 
information to the range and to the definition needed on an atomic 
battlefield. No area of our development program has higher emphasis 
than electronic battlefield communications and target acquisition. 
All of the items contained in this area will be introduced for the 
first time in fiscal year 1959. All of this materiel is required for our 
overseas forces with the exception of the Doppler navigator. For 
this item, we plan to equip specified aircraft for our active Army 
forces because of the dire need for an all-weather navigational capa- 
bility for a portion of the aircraft scheduled to be on hand. 

The terminal telephone modem group is a device designed to 
multiply the use of single circuits either wire or radio. It increases 
the use and efficiency in encrements by multiples of four. With 
this device, a single circuit may be increased in its use up to 16 times 
What it was originally designed to carry. 


25095—58———_14 
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The radar set for personnel and vehicle detection is a surveillance 
radar set, medium range, designed to detect and locate moving targets 
up to 20,000 yards. It is used in connection with forward observer 
operations to provide battlefield intelligence of enemy movement for 
use by commanders and to direct fire by both direct support artillery 
and indirect corps artillery. 5 

The thermal mapping device, airborne mounted is an infrared 
detector set for installation in Army aircraft and for use in providing 
strip maps of terrain. This device will locate enemy troops and 
equipment even if they are not in motion—a feature that radar is 
unable to accomplish. 

The four items that appear under the drone acquisition and re- 
connaissance system is for a system that will be employed at division 
and missile command level to provide the commander the target and 
surveillance capabilities he requires to efficiently employ his guided 
missiles. The drones initially will be equipped with aerial cameras 
and later with radar or infrared mapping devices. The items in this 
group will be procured for the first time with the funds contained in 
this amendment. 

The last item in our list of equipment for the pentomic weapons 
system is the adaption kit for the HONEST JOHN rocket. This is 
the device that marries the rocket and the atomic warhead together, 
It contains the special fusing and the devices to initiate the atomic 
explosion. Without the procurement of this item, we will have an 
imbalance in our stocks. 

These procurements are primarily for forces deployed overseas 
and only in a few cases will high-priority units of STRAC receive 
some of this equipment. 

I will be glad to answer your questions. 

General Brown. I would like to refer to the chart which shows 
the items of hardware. 

(The chart referred to appears on p. 206.) 

These items were selected because they were new items by and 
large and ready for production. Several are capable of being in- 
troduced into production since we came up with our basic budget. 
The other criterion was that we could speed up the conversion of our 
Overseas pentomic divisions with this new type of equipment. I will 
go through these items and give you a brief description of these items. 


90 MILLIMETER RECOILLESS RIFLE 


The first item is the 90 millimeter recoilless rifle. This procure- 
ment, plus the 655 in our basic budget, will not completely meet the 
requirements of our overseas forces; however, it will go a long way 
toward it. It is a lightweight individual weapon that is a replace- 
ment of the World War II and Korean war bazooka. It has approxi- 
mately 325 yards greater range and approximately 3% inches greater 
armor-piercing capability than the Korean war bazooka and far 
greater accuracy. 


7.62 MILLIMETER MACHINEGUN 


The next item is the 7.62-millimeter machinegun, which we defended 
in our basic budget. With the procurements initiated in the fiscal 
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year 1958 and the planned procurements in our basic budget plus 
this additional 4,000, we will be able to equip the forces deployed in 
Europe by the end of the fiscal year 1960. That is the reason for this 
added item. 

Mr. WiGeL ESWORTH. As compared to what? How much time are 
you going to save? 

Gene ral Brown. One year. 

Mr. ANnpDREws. What are the figures on the left side of your chart? 

yeneral Brown. The number of machineguns which we are request- 
ing for $6.8 million. 


ARMORED PERSONNEL CARRIER 


The next item is the armored personnel carrier, the new T-113. 
It will provide for the introduction and procurement of a development 
which we have been pursuing since 1955 and have been trying to 
accelerate. As a result of the pressure on development we have 
discovered that we can now go into production on this T—-113. We 
will take the money that was in the basic budget for the M 59 and 
put it with this amount of money we are requesting here and start 
production on the T-113_ This does not mean that we are going to 
shut down on the M-59 immediately. 

Mr. WicGLeswortn. What is the T—113? 

General Brown. It is the aluminum lightweight armored personnel 
carrier to replace the M—59 

Mr. Forp. Where is that to be made? 

General Brown. We have not decided where to go, whether to go 
to our same prime contractor for the M-59, or go to competitive bids 
with this production package. 

Mr. Forp. Who is the prime contractor? 

General Brown. Food Machinery is the prime contractor. 

Mr. WiaGLeswortH. We have none yet? 

General Brown. No, sir. This is to initiate production. 

Mr. Wiacieswortn. The advantage is what? 

General Brown. It is of much lighter weight. It is air transport- 
able. This is an aluminum job. It has an increased range which is 
one of the principal things we are interested in. It has a 200-mile 
range. Of course, the air transportability feature is one of the items 
that we are most interested in. 

We believe in the long run that it will be a cheaper vehicle, although 
we are starting at the same price that our last procurement of the 
M-59. The M-—59 is costing about $30,000, and this initial version 
will cost about $30,000. 


REQUESTED ITEMS DELETED FROM REGULAR FISCAL YEAR 1959 BUDGET 


Mr. Manon. I am a little mystified about this presentation. Are 
these modernization items about which you are speaking items that 
were cut out of the budget earlier by reason of budgetary considera- 
tions, or what? It seems to me all of this ought to have been pre- 
sented to us in our regular 1959 budget. Why were you not able to 
get this in your regular 1959 budget? ? 

General Brown. With the exc eption of the armored personnel 
carrier, which we found we could go into production on since we pre- 
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pared our budget, the basic budget did not have the funds with which 
to buy the others. 

Mr. Manon. You asked for them in the basic budget? 

General Brown. Yes. In our original submission of our budget to 
the Department of Defense. 

Mr. Manon. It was cut out at the Defense Department level? 

General Brown. Yes; cut down to $1,620 million direct obligations, 

Mr. Manon. This simply means that, generally speaking, you 
would, through this amended budget for modernization, acquire a 
greater degree of modernization at an earlier date and be in a better 
position to counter small wars or even big wars? 

General Brown. Both. These are going to our overseas forces, 
This equipment was selected because it could speed up the moderniza- 
tion of our overseas forces. Therefore, it is both a deterrent against 
general war and enhances our limited war capability. 

Mr. Manon. Will you present, not only yourself but any other 
person present, the strongest possible argument in behalf of this 
program? We also want to explore any weaknesses involved in this 
request, and whether or not it should be deferred until fiscal year 1960? 

(Discussion off the record.) 


URGENCY OF REQUEST 


General Brown. The basic reason for the urgency of this request 
is the problem we are faced with, is that we reorganized our divisions 
before we had the equipment necessary to the new organization. We 
did it so they aca live on the atomic battlefield. We had to get 
dispersal. So, regardless of whether we had the required equipment, 
we went ahead oa reorganized. The equipment required for increased 
dispersion and increased ranges is in all stages of development and 
production some even in its research stage. For example, we just 
conducted a large field exercise in Germany with the new pentomic 
organization equipped with our old communications equipment. Our 
Deputy Chief of Staff for Operations was over there to observe it and 
came back with the report that the communications do not have the 
necessary range and channels. We have accepted the risk, knowing 
that the existing equipments are inadequate to support the pentomic 
structure. Therefore we must reequip our forces particularly the 
forces overseas and our Strategic Army Corps with equipment designed 
for our pentomic organization as soon as it can be produced. The 
equipment requested in this amendment is just such a package of 
advance equipment. 

Mr. WiceLeswortn. Off the record. 

(Discussion off the record.) 

General Brown. There is not very much glamor, I am sorry to 
say, in machine guns, recoilless rifles, and drone aircraft. 


ITEMS IN ORIGINAL REQUEST 


Mr. Manon. Was your original request substantially the request 
you are presenting now, or was it more or less? 

General Brown. More, sir. We submitted by letter to you, sir, at 
your request, an addendum consisting of $1,211 million for items that 
we had requested of the Department of Defense on November 7, 
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(see p. 260, overall policy statements). These are items off that same 
list with the exception of the T-113 personnel carrier, which we did 
not know we could produce at that time. 


FUNDS AVAILABLE FOR DEFENSE 


Mr. Scrivner. General, the chairman’s question just raises one 
question again in my own mind: 

Have you or General Traub or General Moore or anyone any idea 
how many billions we would be called upon to appropriate if every 
activity in all the branches of the service received what they asked for 
originally? 

General Brown. Sir, it is our duty to present our requirements. 

Mr. Scrivner, | know, but I simply asked you, Do you have any 
idea how many billions of dollars it would be? 

General Brown. Yes, sir; | know exactly what our requirements 
budget was for this vear to maintain our present forces. 

Mr. Scrivner. Again, General that is not what I asked you. I said 
do you have any idea how much we will be called upon to appropriate 
if every activity, which would include General Daley and everyone 

else and every branch of the service, in which the Army, the Navy, the 
Air Force and the Marines were given every dollar that they originally 
requested? 

General Brown. No, sir; I have no idea. 

Mr. Scrivner. I doubt if anyone else does, either, and I do not 
know whether you could find it, even, or not, but whatever it is it 
would be considerably more than we are asked to appropriate. 

Certainly such a request could never be met unless someone at the 
same time they are asking for it has the courage to tell us where we are 
going to increase the taxes and get the money to pay for it. 

That is the practical situation with which we are faced. We just 
do not have the billions upon billions of dollars to give the Army, 
Navy, Air Force, and Marines every dollar they ask for which they 
would like to have; and I will bet you, if it had been done our national 
debt today would be over a trillion dollars, rather than $280 billion, 
and that is not a small sum. 

Mr. Manon. We like to feel, however, that we can afford the price 
of survival. 

Mr. Scrivner. If you are going to afford it, why don’t you and 
your Democrat leaders suggest the necessary increases in taxes to 
pay for it? 

Mr. Manon. I have been very much saddened by some talk—a lot 
of talk—from many sources of the possibility of a general tax cut now. 
I would like to see some relief, and certainly the burden is very crushing 
to all of us. 

Mr. Scrivner. To meet these matters, you would have to increase 
taxes. 

Mr. Manon. In view of the tremendous demands of the defense 
program, I can see little opportunity to reduce the terrific taxation 
burden at this time. I think your point is well taken that we do have 
to consider financial matters, and of course we do. I do not wish 
to see the Government go in the red by billions of dollars. This 
would discourage all thoughtful Americans. 
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Mr. Scrivner. Mr. Chairman, we have heard suggestions right 
here in the hearings this year which would have incre: ased the defense 
appropriation, if every thing were given, better than $20 billion, and 
that is just a rough calculation. I expect if you went into all the 
details the total would run as high as $75 billion to do everything 
that someone has suggested should be done. 

Mr. Manon. I do not think you will see an expenditure within that 
range within the next few years. I do not think requests have been 
intimated in any way that we should in the 1959 budget go to an 
appropriation figure of that kind. 

Mr. Scrivner. If you will read the hearings and see the suggestions 
made by the military and others including committee members as 
to what should be done, an additional $25 billion would be the mini- 
mum; that is, for this year’s appropriation, and not next year’s 
appropriation. 

Mr. Manon. I think I disagree. 

Mr. Scrivner. Go through the record and see what has been 
suggested. 

Mr. Manon. You may proceed, General Brown. 

General Brown. Mr. Chairman, I was at the T-113. 


MULE 


The next one is the MULE: This procurement is to increase our 
buy of the MULE and this will give us enough to reequip in Europe 
and in our strategic Army Corps here in the United States. This will 
probably be our last buy of the MULE until we have had more 
experience in attrition ‘and maintenance. 

In other words, with this additive quantity this will meet our initial 
equipment requirements. 


TERMINAL TELEPHONE 


The next item, the 900 telephone terminal is carrier equipment, 
which applies to either radio or wire communic ations, and multiplies 
the number of channels that we can carry over any 1 circuit in multiples 
of 4 so that we can increase the capacity of a single circuit up to 16 
times. 

Mr. Wiceieswortnu. I do not understand that, General. Are you 
going to buy 900 of them? 

General Brown. Yes, sir; 900. 

Mr. Wiacteswortn. For use overseas? 

General Brown. Yes, sir; these are to reequip the divisions over- 
seas. 

Mr. WiaeLeswortH. How many do we have now? 

General vi own. This is a new item, and the first procurement is 
in fiscal year 1959. 

Mr. ascteiriivate What is its function? 

General Brown. This item enables us to increase the number of 
channels by multiples of four and on a single-circuit, either wire or 
radio. 

You can put 4 of these things together, and get traffic loads up to 
16 times that formerly carried over 1 channel. In other words, where 
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there are existing radios and existing wire circuits, it is a cheap method 
of getting more communication channels. 

Mr. WiccLeswortnH. The cost is $20,000 each? 

General Brown. Yes, sir. 

Mr. WiGcGLeswortH. What is next? 


DOPPLER NAVIGATOR 


General Brown. The Doppler Navigator is a new development just 
going into production, and this is an item that is going on all of the 
aircraft in the forward zone. 

This is to get all weather navigation and all weather flying, includ- 
ing helicopters. It is a very lightweight transistorized item, and is 
capable of being put in the smallest Army airplane or helicopter. 

Mr. Manon. Are you sure the research and development work on 
the Doppler Navigator has progressed to the point where it will work? 

General Brown. Our signal and communications people think they 
have a superior Doppler Navigator, and are ready for production on it. 


RADAR SETS 


The next item is radar sets for personnel and vehicle detections out 
to 20,000 yards. 

This is a field artillery type target detector, and is designed par- 
ticularly either for personnel or vehicles detection and can be either 
man-transported or put into a vehicle. 

This is the first year it can be produced and this is our first buy of it. 

Mr. Manon. That gives you better surveillance over the area in 
which you find yourself? 

General Brown. Yes, sir; it is accurate enough to shoot with. In 
other words, once we located a target with it it is a fire control type 
of radar and therefore it goes in our field artillery observation units. 


THERMAL MAPPING DEVICE 


The thermal mapping device, airborne, is an infrared detector set 
for installation in Army aircraft, and for use in providing strip maps 
of terrain. It cannot be jammed and penetrates camouflage. 

This is to go either in our drone-type aircraft, or in our high- 
performance type of aircraft, and by means of the heat radiation 
rather than radar, it gives us a heat picture, so to speak, of the terrain, 
thereby being able to pick up any target which is a source of infrared 
radiation. 

This is the first year we were able to produce this item. 


DRONES 


The remaining items, 360 drones and reconnaissance drone system, 
the target information center, and the radars for control of recon- 
naissance drone systems, are all items to provide 30 sets of the drone 
systems to equip units with. All of these line items are a part of that 
one system. 

This [indicating] is the medium speed drone. We have a high- 
speed drone that is still in the research and development stage, but 
this is a much improved performance over the present drone which is 
the old aircraft target-type drone. 
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HONEST JOHN ADAPTION KITS 


Our last item is Honest John adaption kits in the amount of $17 
million, and this is to bring the warheads and the number of missiles, 
both of which we already have, into balance. This is the adapter for 
the warhead to the missile. It contains a special fuse and is the de- 
vice to initiate an atomic explosion, coming to a total, then, of $88 
million for the PEMA as the modernization element of our request 
for this increased a PEMA. 

We have also, of course, in PEMA $130.1 million, coming to a total 
of $218.1 million, which is our total request in P. and P. A. 

General Daley has already covered the NIKE-ZEUS for $130.1 
million. 

FINANCIAL SUMMARY 


Mr. Manon. General Traub, you outlined briefly in your state- 
ment the effect of the amendments on the financial position of the 
Army. I wish you would prepare for the record additional informa- 
tion relating to the effect on the individual appropriations concerned 
on total obligations, unobligated balances, expenditures, and unex- 
pended balances, and so forth. 

General Travupn. Yes, sir. 

(The following information was furnished:) 


AMENDMENT TO THE FiscaL YEAR 1959 BupGET 


New obligational authority 
{Millions of dollars] 


Research Procure- Military 
and de- ment of Subtotal, construc- Total 
velopment | equipment this act tion, Army 
and missiles 


NIKE-ZEUS $24.0 $130. 1 $154. 1 $20. 9 $175.0 
Modernization for pentomic division 88. 0 88. 0 88.0 
Accoustic detection 3.7 3.7 3.7 

Total : 27.7 218. 1 245. 8 20.9 266. 7 


Research and development breakout by categories, giving amounts and percent of 
funds 


[Thousands of dollars] 


Fiscal year 1958 | Fiscal year 1958 


program shown column of fiscal Fiscal year 1959 
in fiseal year 1958 year 1959 budget budget ! 
budget submis- submission 

Category sion 


Amount | Percent | Amount | Percent | Amount | Percent 


of total of total of total 

Aircraft $14, 354 3. 59 $16, 789 3. 67 $15, 919 3, 22 
Guided missiles- q 87, 380 21. 85 127, 963 28. 01 169, 379 34. 31 
Ships and small craft_-- 166 . 04 134 04 287 - 06 
Combat and support vehicles 15, 936 3. 98 16, 685 3. 65 16, 116 3. 26 
Artillery and other weapons 9, 616 2. 40 16, 025 3. 51 13, 690 2.77 
Ammunition _- é faced 44,109 11.03 31, 813 6. 96 34, 811 7.05 
Other equipment - ; 5 54, 154 13. 54 64, 136 14. 04 72, 855 14. 76 
Military sciences 83, 470 20. 87 68, 468 14. 98 362 14. 66 
Operation and management of facilities - 62, 815 15. 70 66, 987 14. 66 70, 281 14. 24 

Total, Army .| 372,000 93. 00 409, 000 89. 52 465, 700 94. 33 
Department of Defense agencies 28, 000 7.00 47, 900 10, 48 28, 000 5, 67 

Grand total... : 400, 000 100.00 | 456, 900 100.00 | 493, 700 100. 00 


1 Includes the fisc: i] year 195% ) amen dme nt of $24 million for NIKE -ZEUS and $3.7 million for | acousti® 
detection. 








| 
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Procurement of equipment and missiles, Army 


IN PERCENT 

















7 Original Current Fiscal year 
Category fiscal year fiscal year 1959 budget 
1958 esti- 1958 esti- estimate 
mate mate 
Guided missiles 48 44 10) 
Ammunition & 7 7 
i Army aircraft 9 S 8 
Industrial mobilization - 3 
Other major procurement 28 35 ‘1 
Total 100 100 100 
DOLLAR VALUE IN MILLIONS 
Guided missiles $669. 1 $701. 4 $736. 1 
Ammunition 111.5 111.6 132. 0 
Army aircraft 125.5 127 136. 0 
Industrial mobilization 97. ¢ 95.6 73.8 
Other major procurement 390. 3 557.9 760. 2 
i Total 1, 394.0 1, 594.0 1. 838. 1 
' —_ - = 
Summar 7] of the budaet estimate : fiscal year 1959 
| 
j Direct obligations Unobligated balances 
1 Ay 0 itions 
| Budget A mend- Revised Budg 
i document ment to ! estimate document Re ed 
| the budget 
Military personnel, Arm $3, 330, 200, 000 $3, 330, 200, 000 
Operation and m 
Army 3, 040, 000, 000 3, 040, 000, 000 | $69, 349, 685 $69, 349, B85 
Reserve personnel, Army... 185, 000, 000 185, 000, 000 
Army National Guard 298, 000, 000 298, 000, 000 
Research and develo ‘ my 466, 000, 000 ($27. 700. 000 493. 700,000 | 25, 780, 258 25. 780, 258 
| Procurement of eq ment and 
missiles, Army 1, 620, 000, 000 (218. 100. 000 1, 838, 100, 000 '|173, 300, 21¢ 173, 300, 216 
National Board for Promotion of 
Rifle Practice 300. 000 300, 000 
Operation ind maintenance, ACS 500, 000 5, 500, 000 
| Construction, ACS 599, 403 599, 402 
i 
i Subtotal, ger il accounts 8, 945, 000, 000 245, 800, 000 9, 190, 800, 000 |269, 029, 562 | 269, 029, 561 
| Preparation for sale or salvage 22, 000, 000 22. 000. 000 
Total, general and special 
accounts 8, 967, 000, 000 245, 800, 000 9, 212, 800, 000 |269, 029, 562 269, 029, 561 
\ New obligational authority 
' 
| Appropriations Budget Amendment to Revised 
document the budget estimate 
Military personnel, Army $3, 105, 200, 000 $3. 105, 200, 000 


Operation and maintenance, Army 3, 040, 000, 000 3, 040, 000, 000 


Reserve personnel, Army 


Army National Guard. 


185 


Research and development, Army 
Procurement of equipment and missiles, Army 
National Board for Promotion of Rifle Practice 
Operation and maintenance, ACS 


Subtotal, general accounts 
Preparation for sale or salvage - 


Total, general and special 


1In addition $225,000,000 to be 


accounts 


transferred from Army 


2908 
471 
1, 405 


&, 510 


» 


8 532 


ee 


stock fu 


, 000, 000 
000, 000 
, 000, 000 
, 000, 000 
300, 000 


5, 500, 000 


, 000, 000 
, 000, 000 


000, 000 


nd, 


$27, 700, 000 
218, 100, 000 


245, 800, 000 


245, 800, 000 


185, 000, 000 
248, 000, OOO 
498, 700, 000 

1, 623, 100, 000 
300, 000 

5, 500, 000 
8, 755, 800, 000 
22, 000, 000 


8, 777, SOO, OOO 
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Direct obligations, fiscal years 1957, 1958, and 1959 


[Millions of dollars] 


Appropriation 


Military personnel, Army- --- 

Operation and maintenance, Army 
Procurement of equipment and missiles_- 
Research and development, Army 

Army National Guard 

Reserve personnel, Army 

Other general - 

Preparation for sale or salvage 


Total- 


Fiscal year 


Fiscal year | 
1957 actual 


1958 esti- 
mated 


$3, 468.0 | 
3, 158. 0 
21, 504.0 
2 476.9 
326. 7 


$3, 598.9 | 
3, 170.5 
. | 1, 796.3 
: mil 27.4 
306. 2 


178. 6 203. 2 
5.7 6.0 
19.0 21.0 


9, 253. 8 


——. 


Fiscal year 
1959 esti- 
mated ! 


$3, 33 
3, 
1 


’ 


~REBESS 
acon o rw 


22.0 


9, 212.8 


1 Includes amendment to the 1959 budget (H. Doc. 364). 
2 Includes $40 million transferred from military personnel, Army, to procurement of equipment and mis. 
siles ($20,000,000) and research and development ($20,000,000) Publie Law 85-322). 


NOTE. 


Excludes construction. 


Summary of expenditures and unexpended balance, end of fiscal year 1959 


{In thousands] 














Estimated expenditures | Estimated unexpended 
balances 
4 ppropriation at . Se sina 
Budget Revised Budget Revised 
document document 

Military personnel, Army) $3, 325, 000 | $3, 325, 000 $189, 326 $195, 920 
Operations and maint e, Army 2, 992, 000 2, 992, 000 948, 279 954, 438 
Reserve personne, Army 185, 000 185, 000 41, 467 37, 945 
Army National Guard 300, 000 300, 000 64, 559 54, 211 
Research and development 460, 000 476, 000 313, 084 331, 783 
Procurement of equipment and missil 1, 301, 000 1,371,000 | 2,681, 935 2, 865, 035 
National Board for Pror tior f Rifle Practice 300 300 8s 87 
Operations and maintenance, ACS 5, 500 5, 500 1, 133 1,112 
Construction, ACS 100 100 668 668 
Preparation for sale or salvage of military property 22, 000 22, 000 2, 983 1, 734 
Miscellaneous M act 0 0 0 131 
Army management fund 0 0 782 782 
Army stock fund 253, 000 —253, 000 607, 636 607, 636 
Army rial fur 0 0 186, 432 186, 432 
Defense hou —400 —400 813 813 
Consolidated working 500 500 1, 442 2, 077 


8, 338, 000 8, 424. 000 5, 040, 627 


5, 270, 804 


1958, and 1959 


Sources of financing and obligation programs, fiscal years 1957, 


New obligational aut 1 
Unobligated balances start o 
Prior year recoupment 

Net transfers 

Deutsc! 
Anticipated reimbursement 
Unobligated balance 
Expired unobligated balan 








Direct obli 
Reimbursable obligatior 





1 Includes ar 
2 Includes $40 million authorize: 


NOTE 





i by Public 


Excludes construction 


emark support fro Crerman Govern! 


nendment to the 1959 budget (H. Doc. : 
Law 85-: 


{In millions] 


Fiscal year 








Mr. Manon. Thank you, gentlemen. 


Fiscal year 


Fiseal year 


1957 1958 1959 ! 
$7 3 $7, 295. 6 $8, 777.8 
2, 3 1, 693. 8 549.8 
3 100. 0 50.0 
. 25. 7 433.9 225. 0 
ment 139. 7 41.0 woachee 
1. 503.8 1, 304.3 635.6 
—1, 603.8 —5A9. 8 — 269, 1 
—98. 5 te 
ark 10, 246. 8 10, 214.8 9, 969, 1 











Turspay, Aprit 22, 1958. 
FISCAL SUMMARY OF THE DEFENSE BUDGET FOR 1959 


WITNESSES 


HON. W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMP- 
TROLLER) 

MAJ. GEN. R.S. MOORE, SPECIAL ASSISTANT TO THE COMPTROLLER 

W. CARL BLAISDELL, DIRECTOR OF THE BUDGET, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 

MAX LEHRER, DIRECTOR, ECONOMIC AND FISCAL ANALYSIS 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(COMPTROLLER) 

M. H. LANMAN, ASSISTANT GENERAL COUNSEL (FISCAL MATTERS) 


Mr. Suepparp. Gentlemen, the committee will come to order. 

We have with us this morning the Assistant Secretary of Defense, 
Mr. MeNeil, and his associates, to make the presentation in which the 
committee is interested. 

You have a rather extensive statement here, Mr. McNeil. Will you 
proceed with it, and we will try not to interrupt you until such time as 
the statement is completed. 


Mr. McNer. Thank you sir. 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF DEFENSE (Comp- 


TROLLER) 


Mr. McNer. Mr. Chairman and members of the committee, I 
appreciate this opportunity to discuss the fiscal aspects of the pro- 
grams covered by the fiscal year 1959 budget. The committee has 
been considering the Department of Defense requests relating to the 
fiscal year 1959 budget continuously since early January, when hear- 
ings were held, and prompt action was taken, on the supplemental 
appropriation request of $1,260 million. As stated at that time, the 
supplemental request for fiscal year 1958 represented that part of the 
fiscal year 1959 program which it was felt should be funded in advance 
of fiscal year 1959 in order to accelerate certain high priority aspects 
of the overall program. 

After moving the $1,260 million covered by the supplemental for- 
ward into fiscal year 1958, the President’s budget request for fiscal year 
1959, as transmitted to the Congress in January, called for new obliga- 
tional authority of $39,145 million, direct obligations of $41,141 million 
and expenditures of $39,779 million. In addition, it was proposed to 
derive $345 million in obligational authority by transfer from un- 
obligated balances of Army, Navy and Marine Corps stock funds. 
Of the total obligational authority recommended in the President’s 
budget, $36,798 million was transmitted for immediate consideration 
by the Congress, $2,297 million was proposed for later transmission 
and $50 million represented the projected transfer of unexpended bal- 
ances to the revolving fund for “Acquisition, rehabilitation and rental 
of Wherry Act Housing,” which the budget document treats as a 
reappropriation. 





218 


In addition to the amounts specifically requested for the Depart- 
ment of Defense in the 1959 budget, the President’s budget message 
contained the following statement: 

It is essential that we be able promptly to modify and accelerate programs when 
and as important discoveries or technological developments in weapons indicate 
such action to be desirable. To accomplish this end, the budget includes a con- 
tingency reserve of $500 million for defense purposes only. 


FURTHER AUGMENTATION OF DEFENSE BUDGET 


When Secretary McElroy appeared before this committee in Jan- 
uary, he summarized the situation briefly as follows: 

The recommendations contained in our 1959 budget represent the best thinking 
of the Department of Defense as to our defense requirements for the coming 
fiscal year, in the light of information available up to this time. I would like to 
emphasize that last clause. This is based on what we know now, and we think 
that as the research and development of new weapons proceeds we may have to 
appear again in support of some additions to these programs. 

Since the initial submission of the fiscal year 1959 budget, contin- 
uing consideration has been given—both within the Department of 
Defense and the executive branch as a whole—to the need for further 
augmentation or acceleration of selected elements of the Defense 
program. At the end of February, the Joint Chiefs of Staff were 
requested to review the various projects which had been recommended 
for additional funding. During the month of March, these projects 
were subjected to further intensive review, during which the views of 
the responsible military and civilian officials of the Department of 
Defense, as well as those of the Special Assistant to the President for 
Science and Technology, were brought to bear on the subject. Finally, 
the end results of this process were reviewed by the President and he 
approved program augmentations for fiscal year 1959 involving addi- 
tion new obligational authority of $1,592 million. Of this total, 
$1,456 million was transmitted to the Congress on April 2 in the form 
of amendments to the bill currently being considered by this com- 
mittee. The remaining $136 million involves military construction 
and will be transmitted later as an integral part of the supplemental 
appropriation request for military construction for the active and 
Reserve forces. 

The specific details concerning the program augmentations covered 
by the budget amendments have been presented by the three military 
departments. This supplements the comprehensive data presented 
throughout these extensive hearings on Department of Defense 
policies and programs. At this time it may be helpful for the com- 
mittee to have for its consideration in summary form the fiscal aspects 
of the programs you have been considering. 











eee ea ..—_—_—_mE 
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With the incorporation of the $1,592 million in program augmen- 
tations, the overall budget request for fiscal year 1959 calls for new 
obligational authority of $40,738 million, direct obligations of $42,618 
million and estimated expenditures of $40,335 million. The amended 
request now before this committee covers appropriation estimates 
totalling $38,197 million. The difference between this figure and the 
total budget re aves st for fiscal year 1959 of $40,738 million consists of 
three elements: The use of receipts amounting to $57 million in 
so-called, specis J dittene (i. e., preparation for sale and salvage of 
military property and Navy ships’ stores profits), which the Bureau 
of the Budget treats as new obligational authority in the budget docu- 
ment; (2) the transfer of $50 million in unexpended balances to the 
revolving fund for “‘Acquisition, rehabilitation and rental of Wherry 
Act Housing,” pursuant to the authority of Public Law 1020, 84th 
Congress; and (3) $2,434 million proposed for later transmission 
$1,711 million for military construction, $518 million for application of 
the Cordiner prince iples to the military pay system and $205 million 
for the cost of revision in the pay structure for classified civilian 
employees. 

That was in the nature of a reservation. 

Mr. Ftoop. What does that mean? 

Mr. McNet.. It was earmarked as an item contingent upon pro- 
posed legislation. If Congress passes the civilian pay bill at this 
session, say, effective July first, it is covered by the budget, but would 
have to be requested of the Congress in a special supplemental message. 


SUMMARY TABLES 


In order to present an overall summary and simplify comparisons 
with prior years’ figures, this statement covers the total budget pro- 
gram of the Department of Defense, rather than only the appropria- 
tions in the request currently before you. In this connection, | 
would like to submit for the record a number of tables which cover 
some of the key fiscal aspects of the fiscal year 1959 budget. These 
supplement the information contained in the Fiscal Year 1959 Budget 
Highlights books which were furnished to the committee prior to the 
opening of the hearings in January and which did not, therefore, 
include data pertaining to the recent budget amendment. 

(The tables referred to follow: ) 
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TABLE No. 


summary by service, fiscal years 1951-69 


[Millions of 


dollars] 


1.—Estimated expenditures and amounts available for expenditure, 





Available for expenditure 


FISCAL YEAR 1951 


Unexpended balance July 1, 1950-_-- 
Plus: 
New expenditure availability 
Transfers (net) 


Equals total available- - 

Less: 
Expenditures, actual (combined statement) 
Lapsed funds-_...._-.- 


Equals unexpended balance June 30, 1951___-- 


FISCAL YEAR 1952 
Plus: 
New expenditure availability 
Transfers (net) _--- 


Equals total available 
Less: 
Expenditures, actual (combined statement) 
Lapsed funds__--.. ‘ 


Equals unexpended balance June 30, 1952___---| 


| 


Total 


$9, 854 | 


48, 179 


58, 033 
19, 772 


115 | 


38, 145 
| 


60, 494 | 


98, 638. | 


38, 972 
322 | 


59, 344 


J 178 


FISCAL YEAR 1953 
Adjustments to umnexpended balance brought | 
forward 2 es Ra aie 
brought | 


Equals revised unexpended balance 
forward . 
Plus: 


New expenditure availability 
Transfers (net). ........- 


Equals total available 

Less: 
Expenditures, actual (combined statement) 
Lapsed funds_____-_- : 


Equals unexpended balance, June 30, 1953__-_- 


FISCAL YEAR 1954 


Adjustment to unexpended balance brought forward 3 


Equals revised aes balance 
forward ‘3 ee ee 
Plus: 
New expenditure availability 
Transfers (net) - ‘ i os 
DIR a aed te canetiecieaon 


Equals total available_ _- 
Less: 
Expenditures, actual 
Lapsed funds 


(combined statement) - - 


Equals unexpended balance, June 30, 1954___- 


FISCAL YEAR 1955 
Plus: 
New expenditure availability _- 
Transfers (net) - - 
Rescissions - -- 


Equals total available - -- 
Less: 
Expenditures, actual (combined statement) - 
Lapsed funds. 


Equals unexpended balance June 30, 1955_- 
Memo: Anticipated reimbursements from undeliv- 
ered MAP orders--. 


See footnotes at end of table, p. 221, 


brought | 


oss 95, 950 | 


59, 522 | 
| 


47,028 | 
(@) 


106, 550 | 


| 62,267 | 


40, 336 


| 
| 29,728 
—68 | 
—1, 050 | 


83, 698 } 


| 35, 582 
2) 804 


‘s 5, 362 











F ] 
| : | _ | O8D 
Army | Navy Air jand inter. 
Force Service 
| activities 
| ae 
| | 
2, 436 $3,584 | $3, 823 | $10 
19,282 | 12,396 15, 816 | 684 
94 | 84 62 —240 
21,813 | 16,064| 19,702| 45 
7,478 5, 584 6, 349 | 362 
31 | 67 18} () 
14,304} 10,413 | 13,335; 9g 
21, 633 16, 088 22, 244 529 
—24 | +30 +76 —83 
35,913} 26,531 | 35,655| a9 
15,708 | 10, 161 12, 711 | 392 
93 | 138 89 2 
20,113 | 16,232| 22,855 145 
| } 
| 
180 | —3 | 1 () 
20, 292 16, 229 22, 856 | 144 
13, 232 12, 651 20, 596 | 550 
+277 —6 —173 | os 
33,801 | 28, 784 43,2 279 | 687 
16,337 | 11,878 15, 087 409 
162 | 250 118 | 43 
17,302 | 16,656 | 28,074 | 235 
—95 | —14 | =—6 |e c:i cae 
17,207 | 16,642 28, 068 | 235 
12,947 | 9,372 11, 418 77 
—138 | —50 | —7 | +21 
—285 —250 |... Scale moked 
29,731 | 25,715 | 39,479 1,026 
12,910 | 11,293 | 15,668 464 
189 118 | 155 | 65 
16,631 | 14,305 | 23, 655 | 496 
7,660} 9,766 | 11,637 666 
—210 | —8 | 250 | —100 
—800 —225 —25 | oad 
23, 282 23, 838 | | 35, 517 | 1, 062 
8, 899 9,733 | 16,407 494 
1, 724 735 326 19 
12, 658 13, 370 ‘18, 784 | 549 
(902) (245) (3, 031) sancti 


(4, 178) 
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TaBLE No. 1.—Estimated expenditures and amounts available for expenditure, 
summary by service, fiscal years 1951-659—Continued 
[Millions of dollars) 
ss . — eal Sh 
osD 
Available for expenditure Total Army | Navy Air and inter- 
| Force | service 
| | | activities 
FISCAL YEAR 1956 
Plus: | | 


New expenditure availability. 
Transfers (net) - - 
Rescissions 


Equals total available - . 

Less: ; 

Expenditures, actual (combined statement) - 
Lapsed funds... ‘ . 7 


Equals unexpended balance June 30, 1956 


Memo: Anticipated reimbursements from undeliv- | 


ered MAP orders-- 


FISCAL YEAR 1957 
Plus: 
New expenditure availability 
Transfers (net) 
Rescissions 


Equals total available 
Less: 
Expenditures, actual (combined statement) 
Unobligated balances withdrawn 


Equals unexpended balance, June 30, 1957 


Memo: Anticipated reimbursements from unde- 
livered MAP orders 
FISCAL YEAR 1958 (ESTIMATED) 
Plus: , 
New expenditure availability 
Transfers (net) 
Equals total available _- 
Less: 
Expenditures 
Unobligated balances expiring on June 30, 1958 
(net) 
Equals unexpended balance, June 30, 1958___| 
Memo: Anticipated reimbursements from unde- 


livered MAP orders 


FISCAL YEAR 1959 (ESTIMATED)5 
Plus: 
New expenditure availability 
Transfers (net) - 
Equals total available 


Expenditures 


Defense housing revenues transferred to Treas- | 


receipts 


Equals unexpended balance, June 30, 1959 
Memo: Anticipated reimbursements 
undelivered MAP orders 


1 Less than $0.5 million. 


from | 


$33, 937 $7, 849 | 
—816 —750 
—700 | 


—1, 658 | 


19, 057 | 


76, 825 


35, 791 8, 702 
2, 544 | 1,779 
38, 490 | 8, 576 | 
(2, 642) (572 

36, 742 | 7, 901 
—114 — 169 
—718 — 467 

74, 400 15, 842 

38, 439 9, 063 
1, 301 476 | 

a - sania 

34, 660 6, 303 

(2, 252) (649 

37, 249 8, 084 
—fi45 —455 

71, 265 13, 932 


39, 120 9, 043 
455 3 

32, 090 | "4, 886 
(2, 299)| (1, 003) 

8 41, 083 9, 528 
— 345 —225 

3 72, 928 | ij 14, 189 
6 40, 335 8, 971 
1 1 


32, 492 5, 217 


7(2, 281) (570) 


$9, 648 $i5, 772 | $667 
— 66 —85 +85 
— 503 —455 
22, 450 34, 016 1, 301 
9, 744 16, 749 596 
320 178 266 
12, 386 17, 089 439 
(220) (1, 850) 
10, 478 17, 697 666 
—49 +81 +-23 
—201 —50 
22, 613 34, 816 1, 128 
10, 398 18, 363 615 
377 138 309 
11, 838 16, 316 204 
(229 (1, 373) 
10, 669 17, 744 752 
—190 
22, 317 34, 060 956 
10, 899 18, 441 737 
24 26 2 
11, 395 15, 593 216 
(315) (981) 
11, 352 18, 658 1, 340 
Se ee 
22, 626 34, 251 1, 557 
11, 127 18, 893 1, 139 
(4) * 
11, 499 15, 358 418 
(225) COE Ee itieeiuacum 


2 Adjustments to reflect change in accounting procedure throughout Government in handling of Economy 


act working funds. 


? Reflects reclassification of certain appropriations from military to civil functions. 

‘ The fiscal year 1959 budget document shows $50 million of this amount as reappropriated in fiscal year 
1959. However, $40 million of these balances could be utilized for transfer to the OSD emergency fund 
in fiscal year 1958 under the transfer authority granted by the Congress. 

5 Data include transactions relating to amounts proposed for later transmission. 

* Includes $205 million for proposed civilian personnel pay adjustments, not distributed by service. 

' Includes $1,075 million anticipated fiscal year 1959 MAP orders, not distributed by service. 


NOTE.—Amounts will not necessarily add to totals due to rounding. 
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TABLE No. 2 


Department of Defense 





















































































LECT TARY FUNCTIONS 7 FY 1959 BUDGET ESTIMATES WITH TWO ¥ 
FY 1957 5 FISCAL YEAR 19 ; 
New Direct : Sub-Total Second ee ae 
Obligational | Congressional Ses Appropriation Act Pl ee ae - 
Appropriation Title Availability | Appropriations Obli Direct 
- gational vr is 
(PL 639 Availabilit Congressional Transfers —_ Se 
and 814 y ame: (sR opriations 
2 
_FPICE OF THE SECRETARY OF DEFENSE 
General Accounts: 
Salaries and Expenses, OSD 14 , 500, 000 15,900,000 16,90 
Salaries and Expenses, OPA 450,000 450, 000 45 
Salaries & Expenses, Advanced Research Projects, DOD - - = 10,00 
TOTAL - NEW OBLIGATIONAL AVAILABILITY AND 
NEW OBLIGATIONAL AUTHORITY (Budget Document) 14,950, 000 1, 000,000 10,000, 000 27,35 
INTERSERVICE ACTIVITIES 
General Fund Accounts: 
Claims 11, 000,000 12,000,000 12,0 
Contingencies 32, 500,000 30, 000, 000 20, 0C 
___Bmergency Fund 1/ a ot Oe 11, 727, 972 85,000, 000 42, 2¢ 
Retired Pay i a ee $15,000,000 | 555, 000, 000 555, & 
Salaries and Expenses, Court of Military Appeals 375,000 375,000 37 
U. S. Scientific Satellite - - 34, 2c 
Loran Stations 5,450, 000 5,500,000 5, 
Total - General Fund Accounts 76,052,972 687,875, 000 669, 2" 
Revolving Fund Account: 
Acq., Rehabilitation & Rental of Wherry Act Housing 55, a 
TOTAL - NEW OBLIGATIONAL AVAILABILITY | 51 “O52, 972 687, 575,00 ie. “Toe 200 — 277, "500 T2k , 2" 
Transfers from prior year balances 
Se ~ Be Seerbone sere (alert Doce S51, 2 | CET ETS oD Pena ers] ———> aor al 
YEPARTMENT OF THE ARMY 
General Fund Accounts: 
Military Personnel | 3,594,138, 612 400,000,000 | 3,513,000,000 - | -40,000,000 | 3,473,0 
Operation and Maintenance 3,058, 063,932 -42, 380,000 3,172,620,000 - - 3,172, & 
Procurement of Equipment and Missiles _ - - - - 20, 000 , O00 20,0 
Military Construction ee 202, 000, 000 | ae, t ok - | 310,000,000 : - a Con 310, 6 
Military Construction, Army Reserve Forces 55,000,000 ; - 55,000,000 - - 55,0 
Reserve Personne] 215,000, 000 10,000,000 207 , 000, 000 - - 207, 0 
Army National Guard 320, 162, 000 - 333,800,000 = - 333, 
Research and Development 432,673,528 | 400, 0¢ 65,813, 144 465,813, 104 | - 1 20,000,000 | 485,65 
Promotion of Rifle Practice 357,000 - 250,000 - - 2 
Oper. and Maint. - Alaska Communication System 5,000, 000 - 5,500,000 - - 5,5 
Total - General Fund Accounts 7’, 882, 395,072 33,433,144 | 6,062, 983, 14) “7 > 8, 062,9 
Special Fund Account: 
Preparation for Sale or Salvage of Military Property 18, 985,716 21,000, 000 - - 21,0 
TOTAL - NEW OBLIGATIONAL AVAILABILITY 901, 380, 788 7 S50, 550. 000 8,083, 983, 144 i - | 8,083,9 
Transfers from prior year balances ~229, bik 000 0, 000, 000 ~400 , 000 , 000 - - -400,0 
TOTAL - NEW OBLIGATIONAL AUTHORITY (Budget Document) 7, 671, 936, 78a 7, 683, 983, 144 a -| 7,683,9 
SPARTMENT OF THE NAVY 
General Fund Accounts: 
Military Personnel, Navy | 2,478, 316,000 2,477,000, 000 - - | 2,477,¢ 
Reserve Personnel, Navy 90, 000, 000 83, 268, 000 - - 83,2 
Navy Personnel, General Expenses 83, 980, 000 84, 300, 000 . - 84,3 
Mili Personnel, Marine Corps 644 , 100, 000 60,399,000 | - - | __609,4 
Reserve Personnel, Marine Corps 26, "800, 000 22,500, 000 ° - 22,5 
Marine Corps Procurement 164 , 000, 000 - - - 
Marine Corps Troops and Facilities 171, 720,000 173, 000, 000 - - 173,0 
Aircraft and Related Procurement 1,732,900, 000 1,837,000, 000 | - - 1,837,¢ 
~——~"Mireraft and Facilities | Bi0, 772,000 BL, 600, OOO : —| Bate 
Shipbuilding and Conversion 1,479, 700,000 1, 564, 000, 000 296, 000, 000 - | 1,880,¢ 
Shipe and Facilities | 766, 040, 000 811,100,000 . ° 811,1 
Procurement of Ordnance and Ammunition | 294, 000, 000 176, 000,000 31,800, 000 - 207, ¢ 
Ordnance and Facilities tases 1 "163-680, 000 —T5B; O00, ; : —T—T58, 
Medical Care | 71, 323,000 93, 200, 000 - - 93,2 
Civil Engineering 129, 600, 000 131,000,000 - - 131,¢ 
___ Military Construction ; 400, 000, 000. 265, 000, 000 =I - 265, ¢ 
Military Construction, Naval Reserve Forces | 9, 708, O00 " = 7 
Research and Development 541,630,000 551,207, 386 22, 200, 000 =f 573,4 
Service-Wide Supply and Finance 297, 486, 400 29% , 500, 000 - : 294, ' 
Service-Wide Operations 102, 435, 000 104, 400, 000 - - 104,! 
Naval Petroleum Reserves = 683, 000 825,000 <h - | é 
Total - General Fund Accounts 10,458, 869, 400 110,131, 355,000 5, 994, 386 | 10,297, 349, 386 350, 000, 000 ~ 110,657, 
Special Fund Accounts: 
Preparation for Sale or Salvage of Military Property 10,933,151 14 , 000, 000 14 ,000, 000 . 1h, 
Ships' Stores Profits | 3, 301, 920 8, EY 000 8, 100,000 - = | 8,) 
Total - Special Fund Accounts 19,235,071 | 22,100,000 | | _ 22,100,000 | | _ 22,100,000 | 000 - 22,: 
TOTAL - NEW OBLIGATIONAL AVAILABILITY 10, 478,104,471 | 10,153, “hs5,000 165,994 3 10, 319, 449, 386 350, 000, 000 7 10, 669,! 
Transfers from prior year balances -258, 000, 000 -190, 000, 000 -190, 000,000 - | -190,( 
TOTAL - MEV OBLIOATIORAL ABORTTY (Butert Document) [10,220,108 W7a ere 
YEPARTMENT OF THE AIR FORCE 
General Fund Accounts: 
Aircraft and Missile Procurement 6,848, 500, 000 5, 886, 000, 000 - -| 5,886, 
Aircraft and Missile Support 1,140, 000, 000 1,165,807,091 360 ,, 000, O00 1,525, 
Military Construction 1,197,665, 000 900 , 000 , OOO 520 , 000 , 000 - 1,420,' 
ration and Maintenance 3, 738, 919, 418 4,020, 720, 000 - - 4,020, 
Milatary Personnel a ok Sar 3, 720,675, 000 3, B01, 660, 660 - 4 3, 501, | 
Research and Development 723, 968, 500 679, 142,000 30, 000, 000 - 709 
Reserve Personnel 59, 300,000 53,000,000 - - |} 53, 
Air National Guard 258, 700, 000 263,000, 000 - «| 263, 
Unspecified Source of Transfer to AF Industrial Fund - -20, 000,000 - - -20, 
Total - General Fund Accounts 17,687, 727,918 | 16,830,220,000 -80,950,909 | 16, 749,269,091 910,000, 000 - | 17,659, 
Special Fund Account: 
Preparation for Sale or Salvage of Military Property 8,775, 300 - - 10, 
Revolving Fund Account: 
Air Force Industrial Fund - 75; 





TOTAL - NEW OBLIGATIONAL AVAILABILITY 17,696, 503,218 | 16,840, 220,000 “5-950, 909 | 16,834, "St5, 091 910,000, 000 ~ | 17,744, 
Transfers from prior year balances 


TOTAL - NEW OBLIGATIONAL AUTHORITY (Budget Document) 17,696, 503, BiB , 834, 269, 091 910,000, 000 ae 17, 744, 


YSPARTMENT OF DEFENSE - TOTALS 











ci General Fund Accounts 36, 619, 995, 362 | 35,295, 350,000 | 510,878,621 5, 806, 8 ,260, ,000 37,066, 
ss Special Fund Accounts 46,996,087 53, 100,000 ~ ¥ , 53, 
= Revolving Fund Accounts 75,000, 000 - | 130,000,000 ,000, 130, 
a Civilian Personnel Pay Adjustments (not dist. by service) - - ~ 

> 

a TOTAL - NEW OBLIGATIONAL AVATLABILITY 36, 741,991, 449 35, 90)990, 690 640,878, 821 35,989,308 a 1,260, 000, 000 

os Transfers from prior balances -487,, 444 , 000 -590, 000, 000 -590, 000, 000 

s TOTAL - NEW OBLIGATIONAL AUTHORITY (Budget Document) 36,254, 547, 449 | 35, 348,450,000 50,878,821 | 35, 399, 328,821 | 1,260,000, 000 36. 

’ 

© 1/ Im addition to the appropriations shown, Congress authorized the use of additional funds for research and development to be derived by transfer in the Eek lowing 
S FY 1957 $ 50,000,000 

2 FY 1958 $150,000, 000 


FY 1959 $ 50,000,000 (estimated) , 


FISCAL YEAR 1959 as 





Comparison 

Propo for Later Transmission Grand of FY 1959 
Total Estimates 

one Transfers Total FY 1959 with FY 1958 

2A a 1958 (cols 12416) (col 17-8) 

{18 
-1,000, 000 
+50, 000 


+6, 620,000 
+10, 000, 000 
+42, 797, 800 
~ #85, 000,000 

+5, 000 
-34 , 200, 000 
+14, 500,000 
+84 , 722, 800 








$69,877,200 496-600, 080 73k, 000, 000 20,000, 000 

55,000,000 50.000 ,000 50,000, 000 50,000, -5,000, 000 

Po ee 277,200 Ome toa ,» 000 000 7B, 000, 000 20,000, 000 20, 000, 000 804 , 000 , COO +79, 722, 800 
-20, 000, 000 -20 , 000, 000 ~20, 000, C00 


20 , 000, 000 


Bm, ene pp gt +59, 722,800 


+21, 200, 000 
. 620, 000 





30,500, 000 
-55, 000, 000 
-10,000, 000 
~27 , 800, 000 
+12, “BBE ASé - 

+50, 000 


93,1 5,510,000, 000 als, 800,000 225,000 “380,800, 000 , 000, 000 , 900, 900, 9,5 : bk2, 716,856 
21,000, 000 22,000, 000 22,000, 000 


+1, 000, 000 


1400 ,,000,, 000 -22 "000,000 “22 '.000,,000 -225, 000,000 


+175,, 000,000 
7, 83,963,184 pare mere ea eee 9, 302, 700, c00}+1, 638, 726,85 




















































- | 2,477,000,000] 2, 301,818,000 2,401,818, 121,000, 000 - - 121,000,000} 2,522,818,000 +45,818, 000 
- 83,268,000 84,735, 000 84,735, 4,000, 000 - - | 4,000, 000 88, 735,000 +5,467, 000 
- 84 , 300, 000 86, 305, 000 86, 305, = - - | 86, 305, 000 #2, 005, 000 
: 609, 4449, 000 | 593,606 20, 000 , OOO =e : / 20, 000, .000 | 613,606, 000 +4, 157,000 
- 22, 500,000 1 000 - | 1,000,000 24,000, 00Q/ «+1, 500, 000 
. - . -| 30,000,000}  +30,000, 000 
- 173,000, 000 - | -| 168,252,000 ~', 748 , 000 
- | 1,837,000,000 -| - | 2,092,595,000} +255, 595,000 
* BUT, 600, O60 - | =| BaL, 008, 600 +2, 405,000 
- | 1,880,000,000 - | - | 1,587,800,000] -292,200,000 
. 811, 100,000 -| ° 790, 738, 000 -20, 362, 000 
- 207 , 800, 000 - = | 563,835,000] +4356,035,000 
= 158, 000 on er 149,850, 000 -8, 150, 000 
- - 88,532,000 4, 668,000 
- - . 126, 554, 000 ~k bh - 
= = | 360,253,000 | __ 360,253,000] _ +95. 253,000 __ 
- 3 , 000, 000 | 8, 000, 000 +5, 000, ee 
- . bs 750,085,000] +176,677,614 
- - al 312, 637,000 +18, 137,000 
- - - 118, 214, 000 +13, 814, 000 
. = - 1, 683, 000 +858 , OOC 
- . 514,253,000 | 11, 328,500,000} +681,150,614 
i 
- ‘ . 15,000, 000 +1, 000, 000 
- “ : 8, 100, 000 
=| aon, no | 5009] | |. | J 





+1, 000, 000 


10, 5, iho, 386 | 10, 2h, 500, 000 452,847,000 | 100,000,000 | 10,837, 347,000 435,500,000 | 78,753,000 514, 253,000 11, 351,600,000} +682,150,614 
-190, 000, 000 -100, 000, 000 ~100, 000,000 ~100, 000, 000 


+90, OCO , 000 
10,479,409, 386 | 10,20, 300,000] 58,007,000] —__—_—_—- [80,737,307 000.| 155,500,000 76,753,000] | sin 893,000] 11,051,600, 000] 772,150,614 









- 991, 900, 000 991, OO, O00 ~428, 100, 





- 182, 000,000 | 3,919, 000,000] +117, 400, 






17,659,269, 091 








16,879, 400, 000 





10,000, 000 


- | 1,189, 500,000 | 18,646,900,000] +986. 730,909 
12,000, 000 000 


75,000, 000 


” 57,100,000 57,100, "000, 000 


37, 249, 328,821 | 36, 798, 300,000 | 1, 455,747,000 | 375,000 38, 629,047,000 | 2, ST, i00, 000 | 136,553,000 2, U3, os, 000} 41, 
- 7, WO, 000 325,08, 325,000,000 a ae -20, 000, 000 - 


=[ 559. ak | SETH, 9,000] TSA OOD] 5000 008 38, 30,07 000 RTT OOOO] TI SHOR] = |B U35, 65,0] W137, 70, co] © 0,317 


she following amounts: 





oO 


OSD Comptroller 
EPAD- 343 
21 April 1958 (REVISED) 
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EXPLANATION OF TABLES 


The first table summarizes the year-to-year changes in expenditure 
availability, expenditures, and unexpended balances since 1951. The 
second table compares new obligational authority requested for 1959 
with the preceding 2 years. The third and fourth tables summarize 
the 1959 and 1958 budgets respectively, by category, in terms of new 
obligational authority, direct obligations, and expenditures. The 
next two tables show new obligational authority and expenditures, 
by category, for fiscal vears 1951 through 1959. The seventh table 
shows expenditures and balances, by appropriation, for fiscal years 
1958 and 1959. The last two tables are the latest revisions of the 
financial plans for 1958 and 1959, which present an overall summary 
of the financial resources available to the Department of Defense for 
obligation and commitment and the planned application of these 
resources. 


DEFINITIONS OF FISCAL TERMS 


It is evident from some public statements, as well as testimony 
given to other congressional committees, that there is not a clear 
understanding—even in parts of the Department of Defense—con- 
cerning the interrelationships with regard to appropriations, appor- 
tionments, obligations, commitments, and unobligated balances. I 
believe it might be useful, therefore, if we examined the overall fiscal 
aspects of the Department of Defense program as outlined in the 
financial plan for fiscal year 1959. 

That is the last table in the package. 

Mr. Fioop. Mr. McNeil, would you please submit for the record 
a concise definition of the terms appropriations, apportionments, obli- 
gations, commitments, and unobligated balances at this point in the 
record? 

Mr. McNetu. I would be very glad to, Mr. Flood. I will also 
include brief definitions of some of the other fiscal terms that are 
usually discussed in connection with the financial plan. 

Mr. SHepparD. Without objection, it is so ordered. 

(The definitions requested follow.) 


DEFINITIONS oF Basic FiscaL TERMINOLOGY 


A pportionment.—A distribution made by the Bureau of the Budget of amounts 
available for obligation or expenditure in an appropriation or fund account into 
amounts available for specified time periods, activities, functions, projects, 
objects, or combinations thereof. The amounts so apportioned limit the obliga- 
tions to be incurred and expenditures to be made. 

Appropriation.—An authorization by an act of Congress to incur obligations 
for specified purposes and to make payments therefor out of the Treasury. 

Authorization.—Authority enacted by the Congress wherein specific line items 
are authorized for procurement or construction and for which specific appropria- 
tions are authorized to be made. 

Commitment.—An administrative reservation of funds based upon firm pro- 
curement directives, orders, requisitions, or requests which authorize and direct 
the creation of an obligation without further recourse to the official responsible 
for certifying the availability of funds. 

Commitments outstanding—The aggregate amount of commitments against a 
specific appropriation or fund at any given time (i. e., commitments not yet 
obligated). Includes contingent liabilities (e. g., price revisions and quantity 


variances) relating to outstanding contracts, and other authorizations to incur 
obligations upon engineering changes and provisioning of concurrent spare parts. 
Expenditure.—Payments by cash and check, less refunds of overpayments. 
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OSD AND INTERSERVICE / 
General Fund Accoun! 
Salaries and Expe: 
Salaries and Expei 
—__Salaries and Expe) 
Claims 
Construction of S 
Contingencies 
__Emergency Fund _ 
Retired Pay 
Salaries and Expe 
U. S. Scientific 
Misc. "M" Account 
Total - Genera 
Other Revolving Fur 
Acq., Rehabilitat 
Sub-Total 
Proposed for Later 
Access Roads 
Pamily Housing 
Military Construc 
Loran Stations 
Total - Propo: 
TOTAL - OSD & 





DEPARTMENT OF THE AR 
General Fund Accou 
Military Personn 
Operation and Ma 
Procurement of E 
Reserve Personne 
Army National Gu 
__Research and Dev 
Promotion of Rif 
Operation & Mair 
Construction, Al 
Total - Gener 
Special Fund Acco. 
Preparation for 
"Mf 
Management Fund 
Business Enterpri: 
Stock Fund 
Industrial Fund 
Other Revolving F 
Defense Housing 
Consolidated Work: 
Sub-Total 
Proposed for Late 
Military Constr 
__Military Constr 
e Military Person 
3 Reserve Personn 
Army National G 


Total - Prop 
TOTAL - DEPA 


See footnotes on pe 
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CECTTARY FUNCTIONS 


Department and Appropriation 


~ 





DEPARTMENT OF DEFENSE 
neral Fund Accounts 
Special Fund Accounts 
Management Funds Bee 
Stock Funds 
Industrial Funds 
Other Revolving Funds 
Consolidated Working 
Sub-Total 
Proposed for Later Transmission 
Military Construction (Active & Reserve) 
Military Pay Adjustment 


Civilian Pay Adjustment 1/ 
Sub-Total - Proposed for Later Transmission 
TOTAL - Department of Defense 


QSD AND INTERSERVICE ACTIVITIES 
General Accounts; 
Salaries and Expenses, OSD 
Salaries and Expenses, OPA 
__Selaries and Expenses, Advanced Research Projects 
Claims 
Construction of Ships, MSTS 
Contingencies 
Se 
Retired Pay 
Salaries and Expenses, Court of Military Appeals 
U. S. Scientific Satellite 
Misc. "M" Accounts for Discontinued Appropriation Titles 
Total - General Fund Accounts 
Other Revolving Fund: 
Acq., Rehabilitation and Rental of Wherry Act Housing 
Sub-Total 
Proposed for Later Transmission: 
Access Roads 
Pamily Housing 
Military Construction, Foreign Countries 
Loran Stations 
Total - Proposed for Later Transmission 


TOTAL - OSD & INTERSERVICE ACTIVITIES 


Funds 


DEPARTMENT OF THE ARMY 
General Fund Accounts: 
Military Personnel 
Operation and Maintenance 
Procurement of Equipment & Missiles 
Reserve Personnel 
Army National Guard 
ve nt . 
Promotion of Rifle Practice 
Operation & Maintenance - Alaska Commmication System 
Construction, Alaska Communication System 
Misc. "M" Accounts for Discontinued Appropriation Titles 
Total - General Fund Accounts 
Special Fund Accounts: 
Preparation for Sale or Salvage of Military Property 
——Misc. "M" Accounts for Discontinued Appropriation Titles 
Management Fund 
Business Enterprise Accounts: 
Stock Fund 
Industrial Fund 
Other Revolving Funds: 
Defense Housing 
Consolidated Working Fund 


b- Tota] 
Proposed for Later Transmission: 

Military Construction 
Military Construction, Army Reserve Forces 
Military Personnel 
Reserve Personnel 
Army National Guard 

Total - Proposed for Later Transmission 


TOTAL - DEPARTMENT OF THE ARMY 





See footnotes on page 2. 


TABLE No. 7 


Department of Defense 


ESTIMATED EXPENDITURES AND AMOUNTS AVAILABLE FOR EXPE 
FY 1958 - 1959 


(Thousands of Dollars) 




















Unexpended | Net Obligational Availability FY 1953 Total 
. Available Es 
Balance vores iatd 
Carried Into re —_ ‘ for Expe 
FY 1956 ae Expenditure & 
appropriations ; 


__FY 195 
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30,172,405 
7,515 
210,341 
986, 313 
482,213 
91, 597 
5, 382 


34, 509,850 
53,100 









31, 956, 268 





2,704, 004 


2,055,500 | __—-_| 2,055,500 
34,660,268 | 36,673,450 


4,759, 504 
71,264, 598 39, 



































1,064 < 17, 964 
4o J 4oo 
a ca 10, 000 
589 12,589 
24, 315 2k, 31° 
8,755 28,755 
t al | 42,202 
27, 440 582, bho 
26 401 
5 34, 200 
62,229 aaa 753,356 - 
74, 929 129, 929 
———— 
137,159 - 853, 285 
4,912 - 4,912 
3» 137 5,737 
56, 066 » 56, 066 
. - 5,500 
5,5 - 55 : 72,215 
203,873 159,225 -7, 596 751,627 - 955, 500 
S aa 
191, lat 3,113,000 360 , OOO 3,473,000 3, 064, 12 
622, 930 3,215,000 -42, 380 3,172, 620 -55, 0 3,940,550 3 
3,617,6 20, 00C 20,000 3, 637,633 ] 
ad 4s - a > 
Bee 207, 000 Pe 207, 000 Ae att 
59,859 333, 800 : 333,800 | 393,659 | 
4 308,232 400 , 000 5,913 | 485,813 } 794,045 | 
o” : 250 | 338 | 
5, 500 - | 5,500 , 568 
« . rs 1,268 | 
1,871 3 6 s | 2,87 | 
5, O42, 342 »274, 550 423, 4 7,697,983 | -55,000 | 12,685,325] 9 
| | 
1,983 21, 000 21,000 22,9 
t = =. = } + 
32 ~ | | 2 | 
419,400 . | - | -350,000 | 69,400 | 
1 259,432 : : -}| -50,000 | 209, 432 
‘i , 322 
423,433 7,718, 983 | -455,000 12,993, 507 | 
310, 000 . 811,634 | 
= 55,000 | | 126,273 | 
= . | 
- 365, O00 - 927,907 
423,433 "083,983 | -455,000 | 13,931,715 | 
ii asetneenetaTetetieelatiipalpcaetnnciceegie ial atta Rae 








E No. 7 


, of Defense 

(BLE FOR EXPENDITURE, BY APPROPRIATION TITLE 
8B - 1959 

} of Dollars) 


_ 
EXPENDITURES 
loan ee ee 



















































































































































































lable Estimated Balances (Net) Hew Obligationa) Availability FY 1959 Available Estimated Balance metiuased 
‘or Expenditures | Reverting to Appropriations for Expenditures | Reverting to Cagpeates 
Wditure and Re- Transfers Total Expenditure Treasury meyance ™ 
1958 ropeistions © June 1959 | 30 June 1959 
S (18) : 
128 , 133 27, 510, 589 38,195, 7 66, 032, 536 “ 28, 434, 063 
50,615 3, 378 57,100 63,478 s 6,578 
210, S41 129,275 129,275 64 O14 
516, 313 1,115, 313 773,313 ; 1,068, 313° 
137,213 413, 745 413, 745 a 421, 785 
146, 597 104, 032 154, 032 , 000 Qh, 235 
5, 382 2,642 2,642 - 2,142 
67,569,021 | 37,480,891 000 30,087,130 
1,710,653 1,730,653 4,535,769] 2,140,209 - | 2,395,560 
518, 000 518, 000 518,000 508, 500 ae 9, 500 
205, 000 205, 000 205, 000 205, . R 
2 433,653 xe 2,453,653 roars 5,258,769] 2,853,7 2, bos ,060 
26h, 598 Oe ee dB 
17,614 15,612 1,802 
541 4g) : | 50 
225,000 | 293, 109 | __ 232,891 __ 
19,237 15, 500 sn 737 
9,315 1,500 | - 7,815 
1,255 | 31, 500 | - 9,755 
12’ 202 | 75,000 . 37,202 
19,898 | 608 500] a 17, 998 
427 | 379 | 48 
6,200 , 200 ~ | ~ 
ar ¥ | , 
1,351,209 | 1,043,991 | : 307, 296 
139,929 5,000 | - Bh, 929 
scatman Siledtadadee eee 
1,491,218} 1,098,991 . 390, 227 
1,952 1,500 | - 452 
509 | 09 - | - 
42, 866 18,000 | ~ | 2k , 866 
955, 500 216, 145 1, 320, 400 1, 340, 400 -_| 21,556,545 | 1,139,000 | uy, 545 
| 
664,126} 3,433,000 190,720 3,105,200 225,000 3, 330,200 = 3,520,920 3,325,000 | 195,920 
, 940, 550 3,068, 000 872,550 3,040, 000 - 3,040, 000 - 3,912,550 2,992,000 - | 920, 550 
1937, O33 1,435,000 2, 202,533 } 1,623,100 : 1,623,100 7 3,525, » 733 | 1, 371,000 | 2 2,454, 733 
245,267 207, 500 37,985 | 185, - 185, 000 aT 222,945 | 185,000 | = > 7 a 
393,659 327 , 000 56,211 298, - | 298 , COO - 354,213 | 300,000 | 54,211 
794,045 | 485,000 309, 083 , -_| 496,700 : 607,763 | 476,000 | 1 ee 
338 250 87 - 300 - | 387 300 | 67 
6, 568 5,400 1,122 - 5,500 - 6,612 | 5,500 | 1,112 
1,268 500 768 « - -| - 768 | 100 | - 58 
1,871 ae 132 - - - 132 | Sd WaT a 132 
685,325] 9,011,650 3,671, 240 3, 755,800 225,000 8, 980, 800 - | 12,652,0h0] 8,654,900 | “ | 3,997,140 
| 
22,983 | 21,000 LTA 1 22, 000 ° | 22,000 = | 23, 734 22, 000 1,734 
782 782 si = a . | 762 | re ' > 
i | 
69, 400 -420, 000 439, 400 . » - | -225,000 264, 400 253, 000 | 17, 4x 
209, 432 | 23, 000 186, 432 | , . . - | 186, 432 | | ate 185,432 
563 -400 963 - - - . 963 -400 | 550 | 32 
5, 322 2,750 2,577 - - ° ‘ 2,577 500 | > O7 
» 993,807 | 8,638,000 » 353,126 13,130, 928 424,000 | 550 | 4&,706,378 
811,634 360, 000 - 451,634 | 792, 534 330,000 | 2,534 
126,273 45,000 - 1,273 | 81, 273 5,000 | j - 
: - - 16h, 152,000 | 
- - 12,000 | 12, 000 * 
FT, 901 | _w0s,00O | ets $057,807 | 347,000 
931,714 | 9,083,000 2,679 l, 886 = 9 “se, 700 225, 000 9,527,700 | -225,000 | __ |, 735 oT ,000 | i a | 
eth leiicemdertialininnsanahann | istintdncitep tains e 








TABLE No. 7—Contin 


Department of Defense 
/{CMECTTARY Functions 7 ESTIMATED EXPENDITURES AND AMOUNTS AVAILABLE FOR EXPE 


FY 1958 - 1959 
Thousands of Dollars 








Unexpended New Obligational Availability FY 1958 





Department and A iati Balasee Appropriations 
pertmen ppropriation r 
Carried Into anh tee eaters 
appropriations 
RUE eS Pn se De a eS ed 


Military Personnel, Navy 47,795 2,295,000 
Reserve Personnel, Navy 15,927 86,000 
Navy Personnel, General 8 11, 0% 87,000 
000 
200 


; 
fe 
ey 
i 


Mari orps Procurement 
Marine Corps Troops and Facilities 





178,000 
Aircraft and Related Procurement 1,837,000 
A cra: | BO Fac. es 8 00 
Shipbuilding and Conversion 1,880,000 
Ships and Facilities 820, 000 
Procurement of Ordnance and Ammunition 800 








Service-Wide Supply and Finance 


Service-Wide Operations Same 
um Reserves ee eee 


Construction of Ships 
Ordnance for New Construction 
Misc. "M" Accounts for Discontinued Appropriation Titles 
Total - General Fund Accounts 
Special Fumé Accounts: 
Preparation for Sale or Salvage of Military Property 
Ships' Stores Profits 
Misc. "M" Accounts for Discontinued Appropriation Titles 
Management Fund = 
Business Enterprise Accounts: 
Navy Stock Fund 
Marine Corps Stock Fund 
Industrial Fund eh a tS 
Other Revolving Funds: 
Laundry Service, Naval Academy 133 
Naval Working Pund 15,341 
Jeter BO 2 
Sub-Total 
Proposed for Later Transmission: 
Military Construction 
Military Construction, Naval Reserve Forces 








10,216, 355 10, 382, 349 


14,000 
8,100 


20,828,579 























14, 000 
8,100 


14, 823 
10, 403 


155,586 
215,175 


37, 530 
145,661. 


15, 381 
6 



















11,209,413 


587, O49 
4,477 


10,238,455 





265,000 


Reserve Personnel, Navy 

Military Personnel, Marine Corps 

Reserve Personn Marin orps 
Total - opposed for Later Transmission 
TOTAL - DEPARTMENT OF THE NAVY 


DEARDEET Of TEE ATR FORCE 
Accounts: 
Aircraft and Missile Procurement 
Aircraft anf Missile Support 


Qperation and Maintenance 
Military sonnel 
Research and Development 
Reserve Personnel 
Air MNetional Guard 
Unspecified Source of Transfers to Air Force Industrial Fund 
Misc. "M" Accounts for Discontinued Appropriation Titles 
Total - General Fund Accounts 
Special Fund Accounts: 
‘tion for Sale or Salvage of Military Property 
Misc. "M" Accounts for Discontinued Appropriation Titles 


10 





whew --~ 









17 





Management Fund seenincientpeeecegisinein 

Business Enterprise Accounts: 

Stock Puni 

Industrial Fund 
Consolidated Working Fund 

Sub-Total 

Proposed for Later Transmission: 

Military Construction 





14,879, 872 16, 330, 220 






1,435,856 1,420,000 


16, 239,269 
truction * Sie 
Military Personnel 
Reserve Personnel 


Air National Guard (Mili Pay Adjustment ) 


10,000 
Total - Proposed for Later Transmission 1,435,856 | 1,420,000 [| = - | 1,420,000] = - ~*| 2,855,856] 1 
TOTAL - DEPARTMENT OF THE AIR FORCE 16,315, 727 17, Tis, 269 omit ats 34,059,996 | 18 
NOTE: Amounts will not necessarily add to totals due to rounding. 
a/ Not distributed by service. 


b/ Entries in colum (9) represent the total amount of expired uncbligated balances (net) for each appropriation title which will 
either revert to the Treasury on 30 June 1956 (positive amounts) or be restored from balances previously written off to Treasury (negative amounts). 
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7—Continued 


t of Defense 


ABLE FOR EXPENDITURE, BY APPROPRIATION TITLE 
58 - 1959 


10,499, 500 


381, 000 


345,175 
49, 530 
145,661 


10, 900,815 
471,049 


10, 714,247 


15,000 
8,100 


10, 737, 347 


360,253 
8,000 


10,814,247 


15,000 
8,100 


Estimated 
Balances 
Reverting to 





10, 599, 000 


369, 600 








25,035 
1,041 


ake 


L342 
101, 391 


68 
13, 531, 738 


1,344 
a 


__11,185 _ 


234, 208 
81,652 
6 


860, 213 


1, 732,856 





855,856 


ts). 


| 1,123,000 | |, 732,856 





3,000 


82,135 
18,456 
15,970 
46, 597 
6,069 
09.728 
51,223 
4, 344, 708 
251,90 
3,% 48 
233, 089 
468, 692 
59, 666 
10,417 
9,499 
4O1, 220 
17,403 
38,675 
2 
9,632 
1,223 
288 
10,459, 317 


1,176 
2, 303 


62,0 


285,175 
46,530 
153, 661 


91 
7,041 


561 
11,028, 712 


461,702 
14,977 

-) 

300 
480,679 
11,499, 391 


9, 735,226 
2,358,159 
916, 763 





—To7, a 


hho, 2h 





, 000 
a an 


09. 96 7) eh = | eee n= [ae] eee] 






3,000 


3,000 
|__ 2,922,356 | 1,534,100 | = 


OSD Cc roller 

EFAD-3 

21 April 1958 
(Revised) 


38 
13,670, 308 
1,4 
21 
1,175 


215,208 
81,692 
13, 969,813 


1,376, 656 
8,100 

3, 300 

200 

1, 388, 256 
15,358,069 





” 


25095 0-58 (Face p. 232) No. 


Appropriation Title 


OFFICE OF SECRETARY OF DEFENSE 


General Fund Accounts: 
Salaries and Expenses, OSD 
Salaries and Expenses, OPA 


Funding analysis of unobligated 
balance brought forward 
| Anticipated earnings 
from orders 
undelivered as of 







Appro- 
priations 





Salaries and Expenses, Advanced Research Projects Agency = ° . 


Claims 


Construction of Ships, MSTS 


Contingencies 
Emergency Fund 


Retired Pay 


Salaries and Sxpenses, Court of Military Appeals 
United States Scientific Satellite 

Access Roads 

Family Housing 

Loran Stations 


Total - Office of Secretary of Def. (Appropriated Funds) 


Deutschemark Support (Dollar Equivalent 
TOTAL - Office of Secretary of Defense 


DEPARTMENT OF THE ARMY 
General Fund Accounts: 

Military Personnel 
Operation and Maintenance 
Procurement and Production 
Military Construction 
Military Construction, Army Reserve Forces 
Reserve Personnel 
Army National Guard 
Research and Development : ‘ 
National Board for Promotion of Rifle Practice 


Oper. & Maint. - Alaska Comm. System, Army, 1957/56 & 1956 


Construction, Alaska Communication System 
Total - General Fund Accounts 
fund Account: 


Speci 


10, 255 | : - a 


2,027 - - 
3, 312 - : 


15,593 ° - 


15,593 - - 


673,261 
161,262 
28,076 | =| - 


30, 592 | -| 
35 - - 

857 | é < 
B98, 083 531,196 57,630 


Preparation for Sale or Salvage of Military Property 


TOTAL - Dept. of the Army (Appropriated Funds) 
Deutschemark Support (Dollar Equivalent) 


TOTAL - Department of the Arny 


DEPARTMENT OF THE NAVY 
General Fund Accounts: 
Military Personnel, Navy 
Reserve Personnel, Navy 
Bavy Personnel, General Expenses 
Military Personnel, Marine Corps 
Reserve Personnel, Marine Corps 
Marine Corps Procurement 
Marine Corps Troops and Facilities 
Aircraft and Related Procurement 
Aircraft and Facilities 
Shipbuilding and Conversion 
Ships and Facilities 
Procurement of Ordnance and Ammunition 
Ordnance and Facilities 
Medical Care 
Civil Engineering 
Military Construction ; 
Military Construction, Naval Reserve Forces 
Research and Development 
Service-Wide Supply and Pinance 
Service-Wide Operations 
Naval Petroleum Reserves 
Total - General Fund Accounts 
Special Fund Accounts: 
Preparation for Sale or Salvage of Military Property 
Ships' Stores Profits 
TOTAL - Dept. of the Navy (Appropriated Funds) 
Deutschemark Suppo Dollar Equivalent 
TOTAL - Department of the Navy 














DEPARTMENT OF THE AIR FORCE 
General Fund Accounts: 
Aircraft and Related Procurement 
Procurement other than Aircraft 
___Military Construction, Air Force 
Operation and Maintenance 
Military Personnel 


Research and Deve ot 
ee eee Ss 


Air Metional Guard 


Unspecified Source of Transfer to Air Force Industrial Fund 


Total - General Fund Accounts 
oP al CCOURT : 


‘tion for Sale or Salvage of Military Property 


und 


TOTAL - Dept. of the Air Force (Appropriated Punds 


Deutschemark Support (Dollar Equivalent) 
TOTAL - Department of the Air Force 


ZUTAL_- DEPARTMENT OF DEFENSE 
General Fund Accounts 


dal Fund Accounts 
TOTAL - Dept. of Defense (Appropriated Funds) 


Deutschemerk 3: (Dollar Equivalent) 
GRAND TOTAL - DEPARTMENT OF DEFENSE 


¥ 
y 


Supplemental Defense Appropriation Act (PL 85-322) 
other appropriations available for obligation in 


89% , 083 


894 , 083 


531,198 457,830 


531,198 457,830 


to iw 
ov we ¥ 
FS I SBR., B., 


}o + 


87 





Pe tlds ha 303 : s 


3, 308, 263 208 , 095 22,379 


3, 308 , 263 05 , 095 22,379 


3, 571, 735 
-69, 284 
363, 834 | 


72,992 


epee eee 


3,939,276 | 1,305,395| 127,251 


3,939,276 | 1,365,395 127,251 


1,365, 395 


3, 939,27 127,251 















8,154,913 
2, 303 
8,157,216 | 2,10 


2,104,688 | 607,460 






8,157,216 | 2,104,688 607, 460 


MOTE: Amounts vill not necessarily ad4 to totals due to rounding. 


also es $100,000,000 additional transfer authority for Emer 
FY 1956. 
Provision has been made in Planned direct obligations for conversion to obligations of unobligated 


and Conversion, Mavy, $50,800,000; Procurement of Ordnance and Ammmition, Navy $7, 


Shipouilding 
y/ The total obligstional availability is 
from intra-service and inter 








Appr: 

Un- priati 
obligated and 
balance a 
br ht priati 
forward (Basic 
lst Sup 

ment. 


= 15, 
o 12, 
10,255 | ; 
30, 
- 85, 
- 555, 
2,027 
3,311 
= 5, 
15,593 70%, 
= 3, 
15,593 107 
- 3,113 
63,163 3,215 
1,595,891 
161,262 310 
25,076 | 55 
207 
- 333 
33,828 | ko 
35 5 
857 | 
1,563,111 | 7,639 
- 21 
1,883,111 | 7,660 
> ke 
1,883,111 | 7,703 
- | 2,298 
3,994 8 
o 6x 
= 2 
387,132 
4,068 17% 
1,790,263 | 1,83" 
ot ae 
955,907 | 1,58 
6,006 Bax 
157,412 17! 
=| 16 
o 8 
4, 528 13 
177,927 26' 
35,725 | 
22,725 50 
748 30 
- 10 


3, 536,435 | 10,13 
- 1 

2, 303 
3, 538, 737 | 10,15 


3,538,737 | 10,15 


4,556,846 | 5,88 
422,129 1,17 
367,012 x 

9,336 | 4,6 

~ 3, 8c 

76,600 66 

Z — : 
- 26 


5,431,922 | 16,8: 


- ] 
5,431,922 | 16,8 


5, 31, 922 16,54 





10,867,061 | 35, 3 


35,3! 


10,869, 364 | 35,4: 


ee oe of letter 


57,000; Aircraft 


r the sum of the amounts available to each individual appropriation account. C 
-service reimbursement transactions, which in grand total, amount to approximately $9 














Resources available for obligation in FY 1955 


Second supplemental 
Appropriation Act 


| 


Department of Defense 


FINANCIAL PLAN FOR FY 1958 


Obligation Plan for General and Special Fund Appropria 





Anticipated reimburse. based on 


TABLE No. 8 


Thousands of Dollars 


orders to be received in FY 1955 













Planned ob] 




















A | ortion of li 
pPpro- (PL 85-322) | Estimated Total For service acc 
priations : re- obli- direct) 
and From zeun. coveries | gational 
reappro- Other FY 1958 From entietyanes of avail- 
priations | Appro- frans- transfers | wap com- all reimburse- prior ability Obli- 
(Basic and | priations fers mon item other ments obli- (cols 5+6+7 gations 
ist Supple- | orders sources from mew | gations | +3+9+12+13) incurred 
mental) orders 
Lp 
(6) (7) (8) (9) 10 Lu 12 1 1) 
= 15,900 - 1,000 - ° - - 16,900 
- 450 - - - - - - - 450 
. - - 10, 000 - - - - : 10, 000 
s 12,000 | = o% : . - 6 12, 000 
9 . . . . - . - - 10,255 
- 30,000 - -10,000 - - - - 20,000 
‘ 85,000 - (a) | -42,798 . . ° 42,202 
52 . . . : - - - 555,000 
= 775 . _7 - = > . 375 
“ 7 . 34, 200 . . ° “ 34, 200 
- - - - - - 2,027 
- - . - . . ~ 3,311 
- - - - - - 5,500 
- - -7,5% - - - - 712,220 705 , 066 
33 707,225 - -7,59 . i 2 “ 715,220 
- | 3,113,000 -4O,000 | 400,000 - 176,000 176,000 - 3,649, 000 
53 | 3,215,000 - -| -b2, 380 ,6TT 347, 777 4h2, 45k - 3,678,237 
91 - - 20, 000 529, 190 413,500 gk2, 690 100, 000 2,658, 580 
62 310,000 - - - - 10,000 10,000 - 481,262 
76 | 55, 000 - - - - =| =T =| 83,076 
207,000 : - - - 700 700 . 207, 700 
- 333,800 - - - - 1,500 1,500 - 335, 300 
28 | 400,000 - 20,000| 65,813 - 3,000 | 3, 000 - 522, 641 
- 250 : = . - - a | - 250 
35 5,500 - - ° - - - - 5,535 
eT - og) a oe 90h) ~} - - - 857 
li | 7,639,550 = - | 423,433 623,867| 952,477] 1,576, 38 100,000 | 11,622,439 
- 21,000 - - - - - - 21, 000 
11 | 7,660,550 a" - | 423,433 623, 867 952,477 1,576, 344 100,000 | 11,643,439 
a 42,487 - ° - - - - 42,487 
11 | 7,703,037 423,433 623,867 952,477 1,576, 34% 100,000 | 11,685,926 
- | 2,295,000 182,000 32,359 32,359 - 2,509, 359 
- 86, 000 -2,732 . 260 260 : 83,528 
1k 87,000 . -2, 700 2,714 4,000 6,714 . 95, 008 
~ 630,000 | - - | -20,551 ° 6, 582 | 5, 582 . 616,031 
- 23, 200 - -700 - 1,600 1,500 7 = Bk, 106 
(32 - - - 1, 762 - 1, 782 40,000 428,914 
68 178, 000 - - -5, 000 997 5,793 6,790 - 183,858 
63 | 1,837,000 - - . 91,519 11, 500 103,019 162,251 3,892, 533 
- | 853,500 =| - | =I, So 11,000 | 33, 723 | Wh 723 - B86 , 323 
07 | +1,564,000 296 , 000 - 1,558 12,725 14,283 5,000 2,855,190 
106 820,000 - - -8, 900 2, 785 22, 080 24 , 865 - 841,971 
112 176,000 31,800 - 22,119 17, 762 39, 881 5,000 410,093 
a | T64 , 000 = - -6, 000 1, 0007 6,700 | T, 1 > I65, 700 
- 5,200 - - 8, 00C - 22,635 22,635 - 115,835 
528 134,630 - -3,630 2,874 34, 531 37, 405 “ 172,933 
27 | 265,000 | - - . - 2,000 2,000 ~ uhh 927 
125 = . = - = | =| 25,725 
r25 505, 000 22, 200 - 46,207 . 21,439 21,439 - 617,572 
748 300, 000 - -5, 500 - 16, 369 16, 369 - 321,617 
- 107, 000 - - -2,600 - 6,077 6,077 ° 110,477 
ae 625 | ee caer Bin =| : 825 
435 | 10,131,355 350, 000 - | 165,9% 136, 348 258, 135 396, 483 212,251 | 14,792,519 
- 14,000 - - - - - 14, 000 
303 8,100 - : - - - 10,403 
737 | 10,153,455 350,000 - | 165,9 138, 348 258, 135 396, 453 212,251 | 14,816,922 
~ 28 . : . ° - - a“ 28 
737 | 10,153,463 350, 000 - | 165,9 138,348 | 258,135 396,453 | 212,251 | 14,516,950 
B46 | 5,886,000 . 254, 285 105,276 359, 561 250,000 | 11,052,407 1,470, 597b/ 
129 | 1,171,500 360, 000 5,693 55,900 25,275 81,175 25,000 2,054, 11¢ 1,581,200 / 
012 900 , 000 520, 000 = . 5,000 5,000 . 1,792,012 1, 340, 000 
336 | 4,062, 120 = | - | TI, 500 -3, 703 Bug, kBD | 265, 786 | : & 275, diz 4, 010,000 7 
- | 3,801,600 - - - - 26,253 26,253 - 3,827,853 3,801, 600 
600 661, 000 30, 000 18,142 165 7,897 8, 062 : 793, 804 745,742 
—s 55,00 = = -2, 000 : = A a - 53, 000 50, 000 
- 263,000 - - - : 125 125 - 263,125 253,140 
——— + —_——+ + — — + _ ~~ —— — — —— ——___ —_—_ 
922 | 16,830,220 910, 000 - | -80,951 306, 647 419, 315 725,92 275,000 | 24,092,153 19,252,279 
10, 000 ° 10,000 
922 |1 275,000 | 24,102,153 
- 8,000 - - - - - - - 8,000 
922 | 16,545,220 910, 000 - -80, 95 306,51 5, , oe OOO 110, 
es — ———————— —— — 
061 | 35,305,350 | 1,260,000 - | 500,878 | 1,068,862 | 1,629,927 2,698, 789 587,251 | 51,219,331 4O, G42, 836 
303 | 53,100 - - - - - - 55,403 53,100 
364 | 35,358,450 | 1,260,000 - | 500,878 | 1,068,862 | 1,629,927 2,698, 759 587,251 | 51,274, 73 0, 995, 936 3 
. 53,515 - - - - - - 53,515 53,515 | 
364 | 35,411,965 | 1,260,000 - | 500,878 | 1,068,862 | 1,629,927 96, 789 7,251 | 51,320,269 


, for Emergency Fund, OSD, bringing the total transfer authority to $150,000,000, such transfers to be derived from 


of letter contract procurement brought into FY 1958 as follows: 


>count. 


mately $900,000, 000. 


Aircraft and Related Procurement, Navy, $208, 300,000; 
- Aircraft and Related Procurement, Air Force, $274,500,000; Procurement other than Aircraft, Air Force, $115, 300,000. 
Consequently, the departmental and DOD totals are overstated by the "duplicate count” of reimbursements arising 







































































TABLE No. 8 


Department of Defense 


FINANCIAL PLAN FOR FY 1958 


mn Plan for General and Special Fund Appropriations 


Thousands of Dollars 


Tiss 
burse. based on 








vasieeianebassesasgsiaseniiangitiiedeninenatbnatbiasiarteans Re Bae 
——y . sai —_ Planned 4 rtionment program 


Planned obligations and unobligated 


















received in FY 1958 portion of letter contract procurements Planned | 
| Estimated Total For service account for pls 
| E re- bli- direct) Obli- commitment apr 
a ca coveries gational wet a Mee = _— - ford 4 
all | reimburee- a = gated A bo Total oe en _ 
prior ability Obli- portion custo- | (cols 15% | to col. 1 
ner ments obli- (cols 5+6+7 gations of letter mer 16 + 17) (to be FY 
8 from new gations +84+94+12+13) neurr contract orders unobli- (ex 
orders procure- gated on 7 
ae 30 Jun 1958) 
(12) 13) (14) (16) (a7 ay. lee 

















176,000 3,649, 000 3, 468, 000 - 176,000; 3,644,000 - 
4h? b5k . 3,678,237 3,151, 72 . 411,000| 3,562,720 ‘ 3, 
gh2, 690 100, 000 2,658, 58 1, 59%, 00x . 142,700 2,336,700 223, 000 2, 
10,000 , 481, 262 340, 000 . 10, 000 350,000 131,262 
=| = | B3,07 35,000 | “5 1 35, 000 | 11, 000 
700 - 207 , 700 207 , OOK o 700 207, 700 - 
1,500 eo 335, 300 | 326 , 700 = 800 327 , 500 - 
3,000 - 522,641 | 498 , 861 : 3, 000 501, 861 20, 780 
=| 250 | 250 = 4 =| 250 | : 
= 9993: » 500 - - 5, 500 : 
= ; 857 257 “ _ 257 5 
1, 576, 365 100,000 | 11,622,439 ), 627, 288 - | 1,344,200 | 10,971,488 386,042 | 11. 














- - 21,000 21,000 - - 21,000 - 
1, 576, 344 100, 000 11,643,439 9, O45 , 266 > 1,344,200 | 10,992, 488 386, Oh2 1 
“ “ 42,487 42,487 - - 42,487 : 








100, 000 11,6585, Jet 9,690, 775 - 1, 344,200 | 11,034,975 386, oh2 ll 














32, 359 32,359 2,509, 359 - 2 
260 260 83,528 
6,714 7,000 91, 300 7 
6, 582 6, 582 616,031 - 
1,600 | 1, 600 | 24,100 | - 
1, 762 LO , OO 3, 000 173, 000 60, 266 
6,790 7,293 180,293 - 
103,019 162,251 59,753 2,416, 004 1,050, 247 3 
G72 | uh 723 | B86, 323 | : 
14,283 , 000 17,000 1,888,602 243, 000 2 
24 B65 é 24 , 087 835,187 - 
39, 881 000 20, 000 366 , 300 26,174 
7, TOO | T, 700 | 165, 700 } 
22,635 22,635 115,835 - 
37,405 39,059 170,059 - 
2,000 2,000 302 , 000 133,000 
= -| 13, 000 | 5, 000 
21,439 21,439 594, 847 22,725 
16, 369 17,117 311,617 - 
6,077 6,077 110,477 - 
212,251 339, 684 | 11,854,887 1,543,432 | 1:3 
. 14,000 | 14, 000 . . 14 , 000 . 
; . OX 8,100 





















=” ectneitiahinsitindiotieil 
359, 561 250, 00C 11,052,407 | 47 To 274, 500 205,276 | 7,950,373 2,305,000 | 1K 
81,175 25, Ox 2,0%,11 | 1, 561, 2006 115, 300 51,611 1, 748, 311 305,799 é 
5,0 192. O1: . 340,000 5,000} 1,345,000 4k7,012 ) 
| 245, 786 75,042 | &,010, 000 | - | 255,122 | 4,265, 122 | - I 
26,253 ,Oet,< 1 , Ox “ 26,253 3, 827, 853 4 
8, 793,804 | 7hS, Tue 8,062 753, 804 


29,927 | 2,698,789 








$150,000,000, such transfers to be derived from 


ircraft and Related Procurement, Navy, $208, 300, 00 
ement other than Aircraft, Air Force, $115, 300,0« 
a by the "duplicate count" of reimbursements arising 





~~ tinobligated balance available in Fy 1959 





FY 1958 












































— Funding analysis of unobligated 
a | Planned for | balance available in FY 1959 
Total Unob]1i- commitment in FY 1950 | Anticipated earnings 
ete planned gated T Other | peserved Total from orders 
, | @pportion- | balance Unobli- | commit- | “gor unobli- Appro- umelivered as of 
958 ment expiring gated ments inane gated priations © June 1958 
_ program for portion (con- oer balance and 
16 for obligation | of letter tractual into | ®¥@tlable | reimburse- From Fron 
fe FY 1958 on contract actions | py 1959 in ments MAP other 
i - (col 18 30 Jun 1958] procure- | authorized a FY 1959 earned CGlEEOe customer 
on + 19) ments or | item orders 
1958) directed orders 
7 ———— 
20 22 23 a) | (2 26 26 
| 
pares 
tain 
i 
- | 3,6le, 000 - - ‘ 
« 3, 562,720 ° 617 . 
, 000 2,559, 700 -911,239 702, 826 530,29 
,262 | 481, 262 DOE tone Dt eS 
, 000 46,000 , - - 
iM 207, 700 - - - 
7 327, 500 - - - 
), 780 | 522,641 18,780 i = 2,000 
> 250 - - - 
3 5,500 - - - 
# i 257 599 - = 
»,042 | 11,357,530 6 -712, 522 97 , be 2,29 
>,042 | 11,378,530 33, 735 B6 -712, 522 797, 4e3 532,298 
‘ 42,487 r - - - - - - - 
5,042 | 11,421,017 33,735 -712, 522 797 , 43 532,298 
o 2,509, 359 - = o 
83,528 - - | . 
. 91, 300 - 3,708 - 
. 616,031 : eee oe os 
- 2h 100 - - - - 
, 286 233, 286 195,628 | 255,914 aus, 934 10, 960 = 
. 180, 293 3,565 3,565 - 3, 565 - 
0, 247 3,466,251 426,262 | 1,476,529 | 1,291,436 | 163,157 | 1,936 
; BBS, 323 - a - - . 
3, 000 2,131,602 723,568 | 1,123,588 | 1,110,72% 9,635 3,229 
- 835, 187 6, 78% 6, 784 - 6, 78% - 
6,174 392, 97% 17,09 43,293 ~90,056 54,099 79,250 
. 165, 700 st : = ee See 
“ 115,835 ‘ e " Z z 
a 170,059 2,874 2,87% ° 2,87% - 
3,000 | 435,000 _9,927 | 142, 927 142,927 | ie Be ee 
5, 000 21, 000 4,725 12,725 12,725 - - 
2,725 617,572 - 22,725 17,673 - 5,052 
: 311,617 “ _ ; es ‘ 
- 110,477 « i a s 5 
* ___ 825 = . - 
3,432 | 13,398,319 2,730, 363 27%, 802 89, 467 
; 14,000 ‘ oo : 
- 8,100 2, 303 — - 
3,432 13,420,419 » 132,006 , 002 59, 467 
- 28 é e a 
3,432 | 13,420,447 ews 157,000 2, 732, 666 27h,802 | 89,467 
5,000 | 10,255, 373 2,305,000 | 797,034 | 3,376,534 | 2,742,661 572, 349 61, 52% 
5,799 | 2,054,110 305,799 -| 421,099 -7,833 408, 969 19, 963 
17, O12 1,792,012 447,012 - 447,012 4k3, 833 - 3,179 
=| 4,265, 122 | 7 ~— = ee 
- 3,827,853 - - - . - - 
19, 800 783, 604 29, 800 10,200 | 40,000 36,809 | - | 3,59 
; 50, 000 . | ; tara ¢ - - 
. 253,265 - . - - “Ta - 
17,611 | 23,281,339 3,087,612 | 807,234 | 4,284,645 | 3,215,070 981, 318 88, 257 
. 10, 000 . # a 
7,611 | 23,291,339 3,215,070 961, 318 88,257 
< 8,000 - a) " 
6 » 299, 339 3,215,070 981, 318 88,257 
17,085 | 48, 7k2,25% 5,017,085 |2,437,012 5,237,316 | 2,053,563 | 710,a18 
- 53,100 . 2,303 2,303 - - 
17,085 | 48,795, 354 5,017,085 |2,439,315 5,239,619 | 2,053,563 710,018 
. 53,515 e - - - - 
17,085 | 48,848, 869 40, O64 +6, 800 5,017,085 |2,439,315 | 8,003,200 | 5,239,619 | 2,053,563 | 710,018 
° 21 41 1 
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Funding analysis cf unobligated 














TABLE No. 9 


Department of Def: 


FINANCIAL PLAN FOR 


Obligation Plan for General and Speci 


Thousands of Dolle 


Resources available for obligation in FY 1959 




































balance brought forward | FY 1959 avprepristions Anticipated reimburse. based on 
| Anticipated earnings and reappropriations orders to be rec'd in FY 1959 
from orders | Esti 
Appro- undelivered as of Un- Budget | ma te 
priations O June 1958 obligated Re- Sn, From From Total re- 
Appropriation Title and balance | commended t Transfers = aa all anti cipated| coveri 
reimburse - From From brought in a Total | com-| other reimburse- of 
ments MAP other forward Budget 2 Ss ril | mon item scutane ments prior 
srind common Caine Document P | | orders | _ from new | obli- 
item orders 1956 a/ | orders gation 
orders | | 
ea eee cid RO ee G Pe eee yee 
OFFICE OF THE SECRETARY OF DEFENSE 
Department of Defense Appropriation Bill: 
Salaries and Expenses, OSD - - - af 15,900 -| 15, 900} 
Salaries and Expenses, OPA - - - -| 500 -| 500) 
Salaries and Expenses, Advanced Research Projects Agency = | - |e - ____ =| _340,000| 180,000} _ 520, 000 
Claims T “| 18,620, -| 18, 620) 
Construction of Ships, MSTS 4,405 - - 4, 405) ° -| ~ 
Contingencies Ao i ee SD ) a -| _30,000 | 0 , 000 
Emergency Fund ~ "7 ; : : 1 
Retired Pay . . . -| 600,000 -| 600,000 
Salaries and Expenses, Court of Military Appeals - - ‘ s 380 a 380 
Total - In DOD Appropriation Bill 4,405 - - 4,405] 1,090,400} 180,000} 1,270,400 
Proposed for Later Transmission: } } 
Loran Stations ~ ~ - - } s -| 20,000 Sal 5 ‘ 
TOTAL - Office of Secretary of Defense 4,405 - 4,405) 1,090,400} 180,000} 1,270,400) 20,000 - “ - 
DEPARTMERT OF THE ARMY 
Department of Defense Appropriation 2/11: | 
Military Personnel ‘ = - -| 3,105,200 -| 3,105,200} 225,000 170,000} 170,000 
Operation and Maintenance - 94,617 - 94,617} 3,040,000 -| 3,040,000 ° . 362,270} 362,270 
__Procurement of Equipment and Missi- eee __-911,239 | 702,626 | 530,294 321,881| 1,405, 000 | 216,100) 1 , 623,100 - | 100,000} 100,000 | 50,( 
Reserve Personnel z aT - =| 155, 0001 =| 185, 000} —t ~— 5601 500 T 
Arny National Guard - - - -| 298,000 | -| 298,000 . - | 800 | 800 
Research and Devel __| _ 18,780 | = 2,000 20,780} 471,000} 27,700} 498, 700 of o> | 2,000 | 2,000 | 
Promotion of Rifle Practice - = - ca a 3001 eA | i : 
Oper. & Maint. - Alaska Comm. System, Army, 1958/59 & 1959/60 - . . ol 5,500 wl 5,500 ; é 2] 4 Ff 
Construction - Alaska Commmication System 599 i : 599| “ i i a aaa .| a 
. — a 
Total - In DOD Appropriation Bill -891, 860 797,443 | 532,294] 437,877] 8,520,000] 245,800| 8,755,800] 225,000 - | 635,5701| 635,570| 50, 
Proposed for Later Transmission: | T 
Military Construction 131,262 - - 131,262 | 320, 000 20, 900) 340, 900 - | - 10,000 10,000 
Military Construction, Army Reserve Forces | 48,076 - - 48,076 | ~ - - . . | “ . 
Military Personnel - - - -| 164,000 | 164, 000 - | - | -| . 
; Reserve Personnel - - - =| 12 ,000 - 12,000 : +) =| - 
E Army Netional Guard - - - -| 8,000 | -| 8,000 - - | - a 
Total - Proposed for Later Transmission 179, 338 - - 179,338; 504,000 20, 900 524, 900 - - | 10,000} 10, 000 
k Special Fund Account: | | 
: paration for Sale or Sal of Mili 0 -|__22,000 | -| 22,000 - - | - | . 
TURAL - Department of the Aray 9,302, 700] 225,000 |_| 5,570] 5,570 | 30, 
| DEPARTMENT OF THE NAVY | 
z mt of Defense Appropriation Bill: | 
‘¥ Military Personnel, Navy - - - -| 2,301,818 -| 2, 301,818} 100,000 | = 4] 32, 359} 32, 359 
Reserve Personnel, Navy - - - -| 84,735 -| ; “i | - 
Navy Personnel, General nses - 3,708 2 3,708} 86, 305 ae a rt Sa | 4,000) __4, 000 eal 
Military Personnel, Marine Corps R ee =} 593, 606 - =| = | Sede] Sed 
Reserve Personnel, Marine Corps - - a 23,000 -| = - | a 615 615 
Marine C Procurement 24k 934 10, 980 - 255,91 30, 000 | =| 30,000] oe > ae EEE) ae 
Marine Corpe Troops and Facilities eee Te ~}| 3,565] 168,252] -| 168,252] 1 - | 6135, 6,135 | 
Aircraft and Related Procurement 1,291,436 183, 157 1,936] 1,476,529) 2,069,105 23,490) 2,092, 595) - | = 5,000 | 5,000} 50, 
" _Aircraft and Facilities - - - : » S48 3,460| Bis, 008) Sod >-_|_ 83,9731 _ 93,673 | _ 
Shipbuilding and Conversion = ss TT, 110, 726 9,635 | 3,001 1, 107, S88! 1, Fi, ‘000 | 2305, 5001 1, 587, 800] - - | 12,500} 12,5001 5, 
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Army Netional Guard - - - - 8,000 - 8,000 - . al a 
Total - Proposed for Later Transmission 179, 338 aa - 179,338 504, 000 20,900 524, 900 ol 10, 000 10, 000 
Special Fund Account: | 
Prep on for Sale or Sal of Mili Prope - e . -| 22,000 = 22,000 ‘ E BS c 
TOTAL = Department of the Arty 
mA 
Fe net oF befonoe Appropriation Bill: 
Military Personnel, Navy - - - 2, 301,818 2, 301,818} 100,000 | - 32, 359 32, 359 
Reserve Personnel, Navy - | - - 84,735 * . s ie 
Navy Personnel, General Expenses et ss a - | - | 4,000 4,000 
Military Personnel, Marine Corps - - - A as 5,9 5,3 
Reserve Personnel, Marine Corps - - - - - 615 615 
ine Procurement 244,934 | 10,980) _—-= oo - | a 2 
Marine Corps Troops and Facilities : 3, 505 : > 6,135 6,135 | 
Aircraft and Related Procurement 1,291,436 183,157 1,936 | 1,476,529 o ‘ 5,000 5,000 
_-Aircraft and Facilities ST ee ee - eS - 43,673 43,673 | 
Shi. ané Conversion 1,110, 724 9,635 | 3,229] 1,123, —T eT 
Ships and Facilities - 6, 784 - - - 19,100 19,100 
of Ordnance and Ammunition ad -90, 056 54,099 79,250 - | et 50, 000 | 50, 000 
Ordnance and Facilities . — 7 : = —}— 5-995 — 6900 T 
Medical Care - - - - - 22, 540 22, 540 
1 ee ee A ea as ee - 54,555) 54,555 | 
Research and Development 17,673 - 5, 052 T -} 30, Bho TT 30, BT 
Service-Wide Supply and Finance - - - - =i 6,893 6,893 
Service-Wide Operations | - - | - = | oo 4, 902 4, 902 
val Petroleus Reserves | - - - - - « - | 
Total - In DOD Appropriation Bill 5, $80 | 10,261, Woo | W52, 867 |10, 72%, B67] 100, 000 —_| 295,178] 295,172 
Proposed for Later Transmission: | 
Military Construction 78,753 360,253 - ° 2,000} 2,000 
Military Construction, Naval Reserve Forces - 8,000 . ~ ~ z 
Military Personnel, Navy _ 5 Bre = -|. 121,000 - - - - 
Reserve Personnel, Navy =| ~h, 000] - > aT > 
Military Personnel, Marine Corps < 20,000 © a at 4 
Reserve Personnel, Marine Corp - 1,000 - = | =| “ 
Totel - Proposed for Later Transmission 78,753) 514,253 - | 3 2, 000 | 2,000 
Special Fund Accounts: | 
Preparation for Sale or Salvage of Military Property - 15,000 - - -| ot 
Ships' Stores Profits 00 - 8,100 - | - se § - | 
Total - Special Fund Accounts 2, 303 - - 2, 303 23,100; sg 23,100 - - | - - | 
TODKL ~ Department of the Revy 2,732,666 | 276,602 | 69,067 e732] 257,372 | 
OF THE AIR FORCE 
Department of Defense Appropriation Bill: ‘ | | 
Aircraft and Missile Procurement 2,742,661 572, 349 61,524 | 3,376,534) 5,888,800! 518,400] 6,407,200 - ee 38, 000 38, 000 | 
Aircraft and Missile Support -7, 833 408, 969 19, 963 421,099} 2,146,000 49,700| 2,195,700 - - 50,000 | 50, 000 
Operation and Maintenance - -| 4,100,000 __-| 4,200,000)  - | |__ 253,867) 253,867 | 
Militery Personne ; =| 3,737,000 =13, 737.000] | = 26,253; 26,253 | 
Research and Development 40, 000 719, 000 9,000 728, 000 - - 5, 785| 5,785 | 
Reserve Personnel - -| 50,500 - 50,500 - | eet -| - | 
Air National Guard - - 238, 100 . 238, 100 ot - 124 124 
Total - In DOD Appropriation Bill - | __- | 374,029] 37%, 029 
Proposed for Later Transmission: | | 
Military Construction 447,012 955,000 36, 900 991, 900 - - 8,000 8,000 | 
Air Netional Guard (Construction) - 9, 600 - 9, 600 = | ° ~| =i 
Military Personnel -| 182,000 -| 182,000 - | “4 - - | 
Reserve Personnel - 3,000 - 3,000 - | oti - - | 
Air National Guard (military pay adjustment) - 3,000 - 3,000 ail -_| a aan 
Total - Proposed for Later Transmission 447,012] 1,152,600 36,900} 1,189,500 = 8,000) 8,000 
Special Fund Account: 
tion for Sale or Salvage of Military Property ° - 12,000 - 12,000 - 7 ~| ° 
TOTAL — Department of the Air Force Git, G00 18,658,000] [| 382,085] 88, 088 
DEPARTMENT OF DEFENSE 
Department of Defense Appropriation Bill 4,458,493 | 2,053,563 | 706,839] 7,218,895] 36, 741,200 |1, 455, 747 | 38,196, 947| 325,000 - |1,30%,771] 1,304,772 | 
Proposed for Later Transmission: 
Military Construction - Active and Reserve Forces 778,823 | - 3,179 782,002} 1,574,100} 136,553] 1,710,653} 20,000 | . | 20, 000 | 20,000 | 
Military Pay Adjustment - - - - 518,000 -| 518,000 - | - | -| - | 
Civilian Pay Adjustment - | _- _s -| 205,000 -| 205,000 - | - =| 
Total - Proposed for Later Transmission 776,823 | - 3,179 782,002 2,297, 100 | 136,553] 2,433,653} 20,000 | - | 20,000] 20, 000 | 
ial Fund Accounts 2,303 | ‘ < 2, 303 57, 109 | - 57, 100 2 258 . ° 
TOTAL - DEPARTMENT OF DEFFNSE 5,239,619 | 2,053, 543 | 710,018 8,003, 200] 39,095 .4 B11, 592, 300 40,687,700} 245,000 - |1,32%,771| 1,324,772 


NOTE: Amounts will not necessarily «id to totals due to rounding. 

































s/ Does not reflect any FY 1959 “#° ~cmmon item orders since value and distribution of such orders are not determinable at this time. 


b/ Provision has been made in planned direct obligations for conversion to obligations of unobligated portions of procurements involving letter contracts, brought into FY 1959 as follows 
Navy, $157,000,000; Aircraft and Miseile Procurement, Air Force, $274,590,000; Aircraft and Missile Support, Air Force $115, 300,000. 


e/ The total otligational availability is the sum of the arounts available to each individual appropriation account. 


Consequently, the departmental and DOD totals are overstated by the 


of reimbursements arising from intra-service and inter-service reimbursement transactions which, in grand total, amount to approximately $900 million. 
a/ Excludes $50 million transfer of unexpended balances to the revolving fund account, "Acquisition, Rehabilitation and Rental of Wherry Act Housing." 
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Funding.—The administrative action granting the authority to incur obliga- 
tions and make expenditures within appropriations made by the Congress and 
apportionment limitations established by the Bureau of the Budget. 

Full funding.—The policy approved by the Congress of funding the total cost 
of an end item of materiel or of a construction project at the time it is authorized 
to be initiated. 

Letter contract (sometimes called letter of intent).—A written preliminary contrac- 
tual instrument which authorizes immediate commencement of manufacture of 
supplies, or performance of services, including preproduction planning and the 
procurement of necessary materials. Letter contracts are used when negotiation 
of a definitive contract in sufficient time to meet the procurement need is not 
possible as, for example, when the nature of the work involved prevents the prepa- 
ration of definite requirements, specifications, or cost data. Such contracts must 
specify the maximum liability of the Government and pursuant to a provision 
thereof be superseded by a definitive contract within the specified time. To 
assure compliance with the Congressionally approved full-funding policy, the 
unobligated amount which will be included in the definitive contract is required 
to be charged against the obligational authority apportioned under the Depart- 
ment of Defense financial plan for the current fiscal year. 

MAP common item order.—An order issued under the military assistance pro- 
gram to a military department for procurement and/or delivery of materiel which 
is the same or similar to that being procured or stocked by such department. 

New obligational authority.— Direct congressional appropriations (less appro- 
priations to liquidate contract authority), contract authorizations, and reap- 
propriations. 

Obligation.— An order placed, contract awarded, service received, and similar 
transaction resulting in the creation of a liability requiring a payment of money. 

Obligations, direct—Obligations incurred in accomplishment of a service’s own 
programs as distinguished from obligations incurred on behalf of others. 

Obligations, retmbursable-—Obligations incurred in performance of work or 
services or in procurement of materiel for other appropriations, agencies, etc. 

Reappropriation.—A statutory authorization which continues available, either 
for the same or for a different purpose, part or all of the unobligated balance of 
authorizations which were made for current operations of the year and which 
wo''ld otherwise expire for obligation purposes. 

Recoveries of prior year obligations—Reduction of obligations recorded in 
previous years. Such reductions increase the total amount available to finance 
current programs, but must be specifically apportioned before they may be 
reobligated. 

Reimbursements anticipated.—The amount of reimbursements expected to be 
earned and collected which may be made available as a source of obligational 
authority to cover obligations to be incurred in performance of work or services, 
or in procurement of materiel for others, or in replenishment of materiel to be 
delivered from stock. Such anticipated reimbursements must be based upon 
valid customer orders. 

Reimbursements earned.mAmounts due but not yet collected for 
rendered or commodities delivered to another appropriation or agency. 

Reservation of funds (as applied to the military assistance program) .—A reserva- 
tion is recorded against MAP appropriations at the time of issuance of a MAP 
common item order in the same manner as an obligation is recorded when one 
military department orders goods or services from another military department 

Reserves (budgetary).—Portions of appropriations or funds set aside by the 
Bureau of the Budget for (a) planned carryover of amounts to be obligated in 
subsequent years under approved programs, (b) savings which are made possible 
by or through changes in requirements, greater efficiency of operations, or other 
developments subsequent to the date on which the authorization was made 
available, and (c) contingencies. 

Rescission.—A statutory cancellation or reduction of obligational authority 
under a previous appropriation or authorization. 

Transfer.—A nonexpenditure transaction which, pursuant to law, withdraws 
amounts available for obligation and expenditure from one appropriation account 
for credit to another. 

Unexrpended balance-—The amount remaining after deducting cumulative 
expenditures from amounts available for expenditure. The unexpended balance 
consists of (1) unpaid obligations, and (2) unobligated amounts. 

Unobligated balance—The amount remaining after deducting cumulative 
obligations from amounts available for obligation. The unobligated balance may 


services 
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consist of any or all of the following: Amounts reserved for completion of projects 


authorized by the Congress and underway, commitments outstanding, and 
free balances, 


FINANCIAL PLAN FOR FISCAL YEAR 1959 (TABLE NO. 9) 


Tf our obligational program for fiscal year 1958 is carried out as 
projected, we would expect to enter fiscal year 1959 with unobligated 
balances from prior year appropriations of about $5,240 million (col. 
2). In addition, there will be a carryover of $2,054 million in antici- 
pated reimbursements from undelivered military assistance program 
common item orders placed in fiscal year 1958 and prior years which 
are treated as part of the assets available in Department of Defense 
accounts (col. 3). There will also be an estimated $710 million in 
anticipated ee ments from other undelivered customer orders 
(col. 4). Thus, with the inclusion of reimbursements that will not 
aeaiie be in hand as of July 1, 1958, the total unobligated balance 
brought forward would be $8,003 million (col. 5). 


UNOBLIGATED BALANCES CARRIED FORWARD INTO FISCAL YEAR 1959 


I would like to emphasize that this estimate of the total unobligated 
balance to be brought forward into fiscal year 1959 is based upon 
accomplishment of “the approved obligational program during the 
current fiscal year. As has been discussed earlier in these hearings, 
there was a substantial lag in obligations during the first half of this 
fiscal year, primarily due to delay in firming up the major procure- 
ment programs of the military departments. Considerable impetus 
has been given to making up this lag during the latter part of this 
fiscal year, and obligations in the major procurement appropriations 
totaled approximately $2.4 billion during the month of March—rep- 
resenting the highest monthly rate of obligation during the past 2 
fiscal years. This increase in obligational rate does not mean, how- 
ever, that caution is being thrown to the winds or that there is any 
intention to condone slipshod, irresponsible, or wasteful actions. 
Rather, quite in line with the views recently expressed by the chair- 
man of this subcommittee, funds are being obligated only for those 
things that are included in approved plans ‘and for which it is appro- 
priate and timely to place orders. Therefore, although the rate of 
obligation will continue to be high during the remainder of the fiscal 
year, some of the individual transactions in the procurement and 
construction areas which are planned for obligation during the current 
fiscal year, may not—as of June 30—have progressed from the status 
of commitments to that of firm obligations. Therefore, the unobli- 
gated balance actually carried over into the fiscal year 1959 could be 
somewhat higher than the $8 billion shown on the financial plan. 
This would not, however, affect fund requirements for fiscal year 
1959, since the increase in unobligated balances would represent funds 
committed for transactions already authorized or under way, and any 
shortfall in recorded obligations during fiscal year 1958 should be 
made up by increased obligations during the early months of fiscal 
year 1959. 
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AIR FORCE CONSTRUCTION, FISCAL YEAR 1958 


The most notable example is in the case of Air Force construction, 
where the plan for 1958 calls for obligations of $1.34 billion. It is 
doubtful if they will reach that total, but we did not choose to change 
the financial plans because we are leaving the money available to the 
Air Force so that they can do it if practicable. 

So, we have left the full amount available although it is very 
unlikely that they will reach that total during fiscal year 1958. There 
may be 2 or 3 other spots in the whole plan where all the transactions 
will not be complete by June 30, and in that case this $8 billion 
figure will, for record purposes, be slightly higher than I indicated 
a while ago. I want to repeat, however, we are leaving all the funds 
available, and not changing the plans so there would not be any 
hesitancy about trying to go ahead with the obligations if they can. 


FINANCIAL PLAN FOR FISCAL YEAR 1959 (TABLE NO. 9) 


Returning to the financial plan table—column 6 shows the new 
obligational authority requested for fiscal year 1959 in the bill currently 
being considered by the committee, while column 7 shows the amounts 
proposed for later transmission. The total budget request of $40,688 
million for the general and specific accounts is shown in column 8. 
Column 9 of the financial plan picks up the $345 million that the 
Pr age budget recommends be provided by trarisfer from the 
Army, Navy and Marine Corps stock funds in lieu of appropriations. 
Column 10, covering anticipated reimbursements from the fiscal year 
1959 military assistance program, is necessarily blank, since there is 
no firm basis at this time for determining the value and distribution 
of common item orders that may be received by the military depart- 
ments next year. 

As soon as there is an indication of the amount and the character 
of military assistance legislation and apprepriations this yeer, this 
column will be completed, and the modifications or amended finencial 
plans submitted to this committee. 

Anticipated reimbursements from sources other than the military 
assistance program—amounting to a total of $1,325 million—are 
shown in columns 11 and 12. As indicated in a footnote to the table, 
approximately $900 million of this smount represents reimbursements 
arising from intraservice and interservice transactions, which serve 
to increase the apparent total resources shown on the books as avail- 
able for obligation. This stems from the fact that amounts covered 
by such transactions are concurrently treated as direct obligations 
by the ordering service or appropriation, and es reimbursable obliga- 
tions by the service which performs the work or procures the articlesg 


ESTIMATED DEOBLIGATIONS 


The next column (col. 13) in the financial plan covers estimated 
recoveries of prior year obligations, which are projected to total $385 
million in the budget document. The inclusion of such estimeted 
recoveries as part of the available fund resources prior to their realiza- 
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tion is a new concept, so far as the financial plan is concerned, which 
has been directed by the Bureau of the Budget during the current 
fiscal year. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 

Would you please explain this matter, Mr. McNeil? 

Mr. McNet. In the past, in different appropriations, the Army, 
Navy, and Air Force have explained to the committee that the buying 
program, for example, might be slightly larger than the total appro- 
priations requested because there would be some deobligations from 
prior years. For example, if an aircraft contract were outstanding, 
and they finally wound up the delivery and there were $1 million 
prev iously shown as an obligation whic ‘+h was not needed to pay off 
the contract, that would be deobligated; or if there were a cancellation 
of a contract for aircraft or missiles or something else on order, 
would free the money for some other use in the program. 

In the past, the use of such recoveries of prior obligations had 
been explained to the committee but never shown in the financial 
plan. Fiscal year 1959 is the first year that the estimated value of 
deobligations during the year for Army, Navy, and Air Force is shown 


in the apportionment form, and we now show it in the financial plan 
as a potential asset. 


Mr. SHepparp. Under what column? 

Mr. McNeru. Column 13, sir. 

Since any such estimate must be based on general experience, rather 
than on specific program factors, it is necessarily subject to variation. 


FINANCIAL PLAN FOR FISCAL YEAR 1959 TABLE NO. (9) 


Taking all these resources into account (recognizing that a small 
percentage represents simply intra- and inter-service transactions), the 
total obligational availability would amount to $50,746 million, as 
shown in column 14. Based on this availabity, the planned apportion- 
ment program for 1959 would total $49,343 million (col. 20). 

That is indicated in column 20, and I will explain the makeup of 
the items included in that total. 


PLANNED APPORTIONMENT PROGRAM 


Mr. Scrivner. What to you mean by 
program’’? 
Mr. McNeit. That means that at the present time it would be 


planned that, out of the total resources of $50,746 million, that 
$49,343 million would be apportioned. 


Mr. Scrivner. You are using the word ‘apportioned”’ 
apportionment? 

Mr. McNett. That is the action by the Bureau of the Budget in 
making appropriations and other assets available to the Department 
for obligation and commitment. 

Mr. Scrivner. Following the request of the Department to turn 
loose some funds to them, the request is made through the Secretaries 
to the Bureau of the Budget and then, when the Bureau of the Budget 


“planned apportionment 


» define 
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says, “This is allocated to you now,” you can go ahead and obligate 
9 


it? 

Mr. McNett. Yes, sir. 

Mr. OstrertaGc. Mr. Secretary, does that mean the difference 
between the $49 billion and the $50 billion, approximately $1 billion, 
will not be programed? 

Mr. McNer. It would be programed and definitely earmarked 
for different reasons. I will come to that in a moment, and, if I do 
not answer your question fully, I will attempt to explain it then, sir. 

This apportionment program would provide $42,618 million for 
direct obligation for service accounts, which appears in column 15; 
$390 million, which is shown in column 16, for the unobligated portions 
of procurement transactions covered by letter contracts—which are 
akin to obligations, even though they cannot be recorded as such 
under the criteria established by section 1311: 1 will explain that 
briefly: 

LETTER CONTRACT 


A letter contract is used when we cannot get a definitive contract 
which has worked out the detailed patent licenses, various technical 
clauses, and so forth, but the work is underway. Our procedures 
now call for setting aside the full amount of such a procurement 
transaction, even though, legally, only a percentage of that may be 
recorded as an obligation under the terms of section 1311. 

Mr. SuepparpD. Please permit this interruption, if you will, so I can 
keep in step with you, Mr. Secretary. With your reference to this 
particular letter contract, am I to interpret that that is in the same 
general guise of terminology by application when we heretofore said 
letter of intent? 

Mr. McNett. Very similar, sir. 

Mr. Suepparp. It is the same general procedure? 

Mr. McNett. Yes. If a letter of intent was agreed to, calling for 
a $50 million program, a paragraph in that letter of intent may say, 
“Pending definitization of the contract, there is hereby made av ailable 
for obligation $10 million,’ and the residual $40 million we are now 
requiring to be set up as a charge against the amounts available for 
obligation, because it is almost like an obligation, so we earmark it. 

Mr. Suepparp. In other words, you earmark it just the same as 
you would do if it were an obligation? 

Mr. McNet. Yes, sir, but keep it separate, because we want to 
keep this figure as low as we can. By separating it, constant atten- 
tion is called to the unfinished work that is outstanding. 

Mr. Fioop. It is not a very desirable practice, is it? 

Mr. McNetu. Yes, sir; I think so. As long as the volume is reason- 
able, it is all right, because there are a good many programs which you 
start, and you could not get the definitized contract complete for 3 to 
6 months, but in this way the work can start. 

Mr. FLoop. But it is not to be encouraged. 


Mr. McNett. Not to be encouraged to run very long, and that is 


why I would like to have this set out separately so that everyone 
knows the volume of unfinished work of this kind, and this sets it out 
very clearly, and it does carry out the full funding ideas that this 
committee has expressed so well on many occasions. 


pes NE 
—————— 
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FINANCIAL PLAN FOR FISCAL YEAR 1959 (TABLE NO. 9) 


The $1,399 million is for obligations against customer orders, which 
appears in column 17. That is Where one service is making the pur- 
chases for another. 

Mr. Fioop. It is very clear, as Mr. Scrivner expressed. it, 


that a 
“planned apportionment” program does not, without more, mean 
execution of the planned 2pportionment progrem? 

Mr. McNet. It does not guarantee it, but it makes it possible, 

Mr. Scrivner. The first step in it, though, as | understand it, is 
& request from the Department itself. In other words, 2pportion- 
ments gre not automatic? 

Mr. McNett. That is correct, sir. 

Then, to return to the financial plan, there js $4,936 million for 
commitments which appears in column 19 of the table. That is the 
best estimate of the volume of business that would be in the process 
of negotiation and ¢ mpletion on June 30. 1959, which we would not 
be able to record as an Obligation. In other words, it would mean 
a situation where invitations for bids had been issued but the contract 
had not been signed and negotiations were underway before the con- 
tract was signed. 

Many allocations and instructions go to the Army engineers from 
the Air Force, for example, where they were proceeding to do business, 
and were in process of developing the designs and asking for bids or 
completing the contract on June 30. 

Mr. FLoop. It would involve cancellations, reinvitations and things 
like that? 

Mr. McNett. Cancellations would not be a part of it. It would be 
just the volume of business that you were really trying to get 
completed. 

Mr. Fioop. But if a bid had been asked for and if there was some 
ambiguity in the first invitation, you reissue it? 

Mr. McNett. Anything of that nature would be included in this 
total. It would be the volume of business in process, but not subject 
to being recorded as an obligation under the criteria of section 1311. 

Mr. Suepparp. In other words, all of it would be confined to the 
commitment status? 

Mr. McNetu. Yes. sir; short of obligation. 

On the basis of this program, the total unobligated balance at the 
end of fiscal year 1959 would be $6,728 million as shown in column 25, 
including $1'351 million of anticipated reimbursements that will not 
be collected by June 30. 1959. These are shown in columns 27 and 28, 

Of this total, we would expect $5,325 million, the sum of columns 22 
and 23, to be legally committed as of June 30. By that we mean that 
firm procurement and construction directives will have been issued 
and contracts and “pare parts provisioning will be in various stages of 
negotiation, but the transactions involved will not yet have progressed 
to the point where they meet the Statutory definition of obligations. 


UNAPPORTIONED RESERVE IN FISCAL YEAR 1959 


Now, Mr. Ostertag. ] am coming to your point: The remaining 
not be apportioned during 


$1,403 million, shown in column 24, will 
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fiscal year 1959, but will be reserved for subsequent obligation for 
such things as spare parts, shorter leadtime components, and other 
elements necessary to complete aircraft, ships, and other major equip- 
ment previously authorized and funded by the Congress. 

In other words, in the case of a large carrier, for example, say, the 
sixth carrier, there would probably be $20 million still in this reserve 
which will not be obligated until 1960. It will be for the minor items 
necessary to complete the ship, but which you will not have to con- 
tract for prior to that time. 

In the meantime, in order to make certain that we can complete 
the article you have approved, the amounts necessary to complete 
them are set aside in this manner. 

Since we have discussed at length on previous occasions the neces- 
sity of earmarking funds to comple te approved programs in order to 
implement the full funding principles which this committee has advo- 
cated, it does not seem necessary to go into this matter at any greater 
length at this time. 


LEVEL OF UNOBLIGATED BALANCES BROUGHT FORWARD INTO FISCAL 
? YEAR 1960 


One final word concerning the level of unobligated balances pro- 
jected for the end of fiscal year 1959. As I stated earlier, at this 
point we have no firm basis for inclusion in the financial plan for 1959 
of either anticipated reimbursements that may be received from mili- 
tary assistance program common item orders or of obligations to be 
placed on the basis of such orders. Consequently, the various figures 
shown in the financial plan are subject to subsequent adjustment to 
reflect the effect of the 1959 military assistance program. While this 
may increase the unobligated balance to be carried forward at the 
end of 1959 somewhat above the $6.7 billion shown in the financial 
plan, this unobligated balance compares with $15.7 billion at the end 
of 1954, $12.8 billion at the end of 1952, $12.4 billion at the end of 
1956, $10.9 billion at the end of 1957, and $8 billion at the end of the 
current fiscal year. 


FISCAL YEAR 1959 BUDGET REQUEST BY MAJOR CATEGORIES 


The financial plan table I have just discussed presents the Depart- 
ment of Defense program for 1959 in terms of individual appropriation 
accounts. Now I would like to summarize the 1959 budget request 
in terms of major categories, which are on a 5 aoe comparable basis 
for all three military departments, as follows 


MILITARY PERSONNEL COSTS 


Funds requested for military personnel costs—pay and allowances, 
subsistence, individual clothing, transportation, and other military 
personnel activities for the active forces total $10,550 million, includ- 
ing $325 million to be derived by transfer from stock funds. 

Incide ntally, it might be helpful to your committee if you turned to 
the third table in this package, because these amounts can be followed 
rather easily by reference to that table. 


25005—58 16 
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This figure also includes $487 million of the $518 million provided 
in the budget for the application of the Cordiner principles to the 
military pay system. 

Mr. FLoop. Does that figure go into reserve in the same way that 
the reservation is made for readjustments in the civil pay? 

Mr. McNet. Yes, sir; we have it set aside in the total budget figure 
so that if the Congress passes the military pay bill and the costs were 
$518 million, we have provided for it in all the financial planning in 
the executive branch, and presented to you in the budget. In that 
sense, a reservation has been made to take care of it. 

Mr. Fioop. But when you say “reservation” with reference to civil 
pay, you also use the same term of reference to this? 

Mr. McNett. Yes, sir; it is the same thing. The military pay 
appropriation, including the additional amounts to cover the C ordiner 
principles, represent 26 percent of the new obligational authority re- 
quested this year. 

As a result, the amount requested for 1959 is $189 million greater 
than the amount provided in 1958, since the costs of the proposed 
military pay adjustment more than offset the savings resulting from 
the decrease in numbers of military personnel. 


OPERATION AND MAINTENANCE 


The next major category is “Operation and maintenance” which 
involves about 23 percent of the new obligational authority requested 
in the budget this year. 

A total of $9,327 million is requested for operation and mainte- 
nance ef military facilities, equipment and weapons of the Department 
of Defense. This would permit the same overall level of operation 
and maintenance as during the current fiscal vear. 


DISTINCTION BETWEEN OPERATION AND MAINTENANCE 


Mr. Suepparp. Before you go any further, let me ask you this: 

In those tabulations which you have before you, do you maintain a 
segregation between operations in one instance and maintenance in 
another instance, or do you have them all lumped in one combinatior 
figure? 

Mr. McNett. They are all in one combination. I will not say it 
would be impossible, but it is quite difficult to get a good, clear figure. 
For example, in the aircraft flying-hours program, a part of it is opera- 
tion and a part of it is maintenance of equipment. 

Mr. SHepparp. Off the record. 

(Discussion off the record. 

Mr. McNeiu. The request for 1959 reflects a small decrease in num- 
ber of active military installations and represents the first time since 
fiscal year 1955 that an increase in funds over the preceding year has 
not been requested for operation and maintenance. 

In order to get both better criteria and to know more about what 
happens, we started last year in conjunction with Army, Navy, and 
Air Force, who have each designated a couple of competent people to 
work with us, with a program to go into each budget program account 
which makes up this operation and maintenance category and we are 
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attempting to develop useful criteria in order that we can have some 
basis for comparison and evaluation of these estimates. 

It is one of the most indefinite of appropriations, because it covers 
countless different small items. We are trying to get comparable cost 
accounts and hope to get comparable costs of, Tet us say, an air station 
of the Navy and a fighter base for the Air Force, where they are 
roughly similar; or of a post, camp, or station for the Army and 
of a similar camp of the Marines; or of overhaul shops. 


EFFORT TO ACHIEVE UNIFORMITY OF COSTS BETWEEN SERVICES FOR 
SIMILAR ACTIVITIES 


It is going to take a year or so, and it is pretty hard work, but we 
think it is going to be very productive. One of the most disputed 
areas in the whole Department of Defense—and I mean “dispute” 
in a constructive way—is to arrive at the right amount for mainte- 
nance and operation of post, camps, and stations. With reference 
to equipment, we have better answers, as in the flying-hour program, 
where we can compare the fighter aircraft to the Navy and Air Force. 
They are within a fraction of a percent of being the same. 

If there are big differences, we can find out the reason, but in this 
station maintenance area, it has been an indefinite, hazy area, and 
we are determined, all of us, to try to clear it up. 

Mr. Suepparp. Could that be solved upon the premise of a defini- 
tion of maintenance versus that of operation? 

Mr. McNett. Yes, sir; that is what I say we are working on now, 
and developing cost accounts to go with the definitions. 

So, | agree with you, sir, that it is an area that we can all do some- 
thing with, and it may help, for instance, the Air Force support 
requests for more money which we cannot prove today, and may 
help the Navy do the same thing. 

It may also prove that they do not need quite so much as they have 
been using, but in any event, we would like to get it right. 

Mr. Suepparp. You contemplate that you will have the segre- 
gation in effect, let us say, in next year’s budget, or is that too soon? 

Mr. McNetu. I believe it is too soon, “bel we may have it in effect 
in some parts. 

In other words, in certain program accounts we may be able to 
reflect this operation very satisfactorily, but at the present time we 
are working on about one-fourth of the total number of 40 major 
programs in this accounting. 

For example, hospitals are an item. In any area, at any place, the 
costs of operating a 100-bed hospital should not be too different in 
one service than in another service. 

Despite the leveling off in this area of operation and maintenance in 
1959, it is clear that there can be no relaxation in efforts to effect 
economies and savings through improved organization and manage- 
ment, since continuing emphasis on continental defense, guided mis- 
siles and high performance aircraft, as well as the accelerated intro- 
duction of other new and complex weapons, all point in the direction 
of increased operation and maintenance costs. 

These pressures would be further increased if general wage and 
price levels continue to increase. 
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MAJOR PROCUREMENT AND PRODUCTION 


The next major category is entitled “Major procurement and pro- 
duction,” and t: le about 36 percent of the new obligational « authority 
re quested i in the 19: 59 budget. 

A total of $14,572 million in new obligational authority is requested 
for ““Major procurement and production” for fiscal year 1959, com- 
pared with $11,432 million provided in fiscal year 1958. While the 
overall level of major procurement ac tivity in 1959 will be ereater than 
in 1958—as shown by increased levels of obligations and expendi- 
tures—there is a more than commensurate increase in new obligational 
authority. This is the case because new obligational authority for 
1958 was below the level that would otherwise have been required, 
since it was possible to draw down unobligated balances in lieu of 
appropriations. While this process was continued in the formulation 
of the 1959 budget, only some $900 million of unprogramed funds 
could be specifically applied as a credit against the 1959 request. In 
future years, new obligational authority will have to be consistent 
with the planned level of direct obligations, with appropriate recogni- 
tion of additional availability accruing from reimbursements and 
estimated recoveries of prior year obligations. 


REIMBURSEMENTS, RECOVERIES, AND UNOBLIGATED BALANCES 


Another way of expressing it is that we have pretty well used up the 
unobligated balances that have been carried forward for several years, 
and from 1959 on, the new appropriation and the value of the program 
will have to be pretty close together. They can be a little apart. 

Mr. Scrivner. In other words, you have used up all your fat? 

Mr. McNett. Yes, sir; that is right. They can be still different by 
a few hundred millions of dollars, de spending upon the value of equip- 
ment that is sold: let us say the F—84F aircraft. If they are sold to 
the Military Assistance Program, for example, we would have some 
revenues of that kind, but they will not be so great as they have been 
in the past. 

Mr. Fioop. And you also have your stock fund. 

Mr. McNet. The stock fund will not continue to produce net 
transfer balances to the extent they have in the past. The amounts 
that have been reported to your committee, and that you have 
approved for rescission or transfer, have totaled almost $4 billion in 
the last 5 years, and $345 million is recommended for transfer in the 
1959 budget. Our stock levels in the stock funds have been coming 
down and now they are pretty near what you probably would consider 
necessary maintenance levels. Of course, the only way we have been 
able to get, let us call it ‘revenues,’ from the stock funds is by 
issuing or selling more than we buy. 

From now on we will gradually get to a point where we will have 
to buy about the same dollar value we consume. 

Mr. SHepparp. Does that mean, Mr. Secretary, you have reached 
a leveling off in the operation of the stock funds to the degree that 
they w ill be somewhat in the standard ¢ ategory from here on out as 
compared to what it was previously? 

Mr. McNet. I think there will be some reduction, but it will not 
be a sharp reduction as it has in the past. If it is excess scrap or 
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something that does not generate revenues, that would be the case. 
J am talking about the issuance of usable material consumed by the 
services, which is the only thing that generates cash. 

I think there will continue to be some additional generation of 
cash but it will not be in the hundreds of millions of dollars of volume, 
as it has been for the last 3 or 4 years. 

It is not clean vet, and we have lots of work to be done, although 
the supply pe ople have done quite a job. 

Mr. SHerparp. In other words, what you are telling us, then, as 
I interpret your comments, is the fact that the inauguration of the 
stock fund has had a salut: ary effect, and a very beneficial effect on 
your functions insofar as fiscal reporting and control of the inventory 
is concerned? Is that a correct assumption? 

Mr. McNeiu. Yes, sir; and for the first time you have a reasonable 
measure of it, and the measure is about a $4 billion improvement, 
and I call that very good. 

This still does not solve our problem, of course, in the areas of ma- 
terial and equipment which were not included in the stock fund, and 
that is one of our big problems at the moment. 

I think Mr. McGuire outlined that to you the other day. I men- 
tioned a minute ago that we would always have some sales to the 
military assistance program, and we would also have a limited amount 
of deobligations. So, to the extent of the sum of those two sources 
of funding, new appropriations would not have to be so high as our 
new program, but direct obligations and new obligational authority 
will have to be much closer than in the past. 

Mr. FLoop. That will include the supplemental we have just acted 

n, on B—52’s and tankers? 

Mr. McNett. Yes, sir. The figures I have outlined earlier include 
the amounts in the recent budget amendment. With respect to the 
B-52’s and tankers, the bulk of those expenditures will come really 
in 1960. 

Mr. FLoop. This figure is part of this? 

Mr. McNeru. It is part of the obligation. 


MISSILE PROCUREMENT AND PRODUCTION 


The second major category or subeategory of this procurement 
account covers missiles. 

New obligational authority of $4,170 million is requested for pro- 
curement of missiles in fiscal year 1959 compared with $2,313 million 
in fiscal year 1958. Obligations for missiles are estimated at $4,096 
million—25 percent greater than the $3,288 million to be obligated 
during the current fiscal year. The increasing emphasis on missiles 
procurement is also shown by the continued increase in expenditures. 
aed year 1959 expenditures for missiles procurement are estimated 

$3,444 million—an increase of approximately $500 million over 
the 1958 level and five times the rate of expenditures for this purpose 
as recently as fiscal year 1955. 


Mr. FLoop. By “this point,’? we mean inventory for operational 
hardware to a great extent? 

Mr. McNet. To a great extent we are starting procurement of 
missiles for operational inventory. 
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SHIPS AND HARBOR CRAFT 


New obligational authority requested for ships and harbor craft 
amounts to $1,496 million, compared with $1,781 million in fiseal 
year 1958. Shipbuilding obligations are estimated at vi ha million 
in 1959, compared with $1,650 million in the current fiscal year, 
Shipbuilding expenditures are expected to total approximately $1,332 
million in fiscal year 1959, or about $189 million more than in the 
current fiscal year. The program for fiscal year 1959 provides for 21 
new ships and 7 conversions—including construction of 2 additional 
POLARIS submarines. 


OTHER MAJOR PROCUREMENT 


New obligational authority requested for other major procurement— 
electronics, communications, ammunition, production equipment, and 
facilities, vehicles, ete.—totals $2,618 million. This is $1,038 million 
more than the amount provided during the current fiscal year, $839 
million of which reflects the fact that new funds are being requested 
for the Army, while none were required during the current fiscal year, 
Direct obligations for these items are estimated at $2,981 million 
in 1959, compared with $2,402 million in the current fiscal year, 
Expenditures for these items are estimated at $2,312 million i in gs al 
year 1959—approximately the same as in the current fiscal ye 


MILITARY CONSTRUCTION 


Military construction takes about 4 percent of the total new obli- 
gational authority requested. 

The budget provides for a total of $1,711 million to be submitted 
separately for military construction, plus $20 million to be derived by 
transfer for Loran stations. This will cover the costs of additional 
airbases, missile sites, radar sites, military personnel facilities and 
installations for the support of fleet operations. The determination of 
the specific items to be covered by this fund request, and its sub- 
mission to the Congress, is dependent upon the action taken on the 
public-works authorization re which is expected to be sub- 
mitted to the Congress before the end of this month. 


RESERVE COMPONENTS 


A total of $1,113 million is requested in the fiscal year 1959 budget 
for reserve components—$97 million less than the current year. 
This takes about 3 percent of the new obligational authority re- 
quested. Direct obligations, however, will be approxim: ately the 
same in both years. ‘This will provide for maintaining an average of 
over 1,053,000 Reserve personnel in paid status—the same as the 
average strength during the current fiscal year. Continuing emphasis 
is being placed on improving the quality and combat readiness of the 
Reserve forces through modernization of equipment and better selec- 
tion and training of Reserve personnel. 
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PROPOSED REDUCTION IN END STRENGTH OF ARMY RESERVE 
ARMY NATIONAL GUARD 


AND 


Mr. Sixes. Is that reduction due to the proposed 10 percent cut in 
the Reserve components? 

Mr. McNet. There is no reduction in average strength in 1959 
compared with 1958, but there was a reduction during 1958. The 
budget program continues 1,053,000 in paid status for next year— 
about the same as the average strength during the current year. 

Mr. Wuirren. You say the same average strength. Does that 
mean a shift then from the National Guard to some other Reserve 
component? 

As I understand it, the proposal is to reduce the National Guard. 

Mr. Sixes. The proposal is to reduce both by 10 percent, according 
to the estimates we have. 

Mr. McNett. That is correct, sir, with respect to end strength of 
personnel in the Army National Guard and Army Reserve in drill 
pay status, but the overall average strength of all Reserve personnel 
in paid status will be about the same. The Air Force will end this 
year at less than their authorized strength. Their average for next 
year can be slightly higher than the average this year, just because 
they are not up there to authorized strength at the end of this year. 
They plan to go to their authorized strength during the coming year. 

In the case of the Army National Guard, the average paid strength 
goes down 29,000. 

Mr. Sixes. The authorized strength would go down from 400,000 


to 360,000 if Congress accepts the recommendation of the adminis- 
tration. 


Mr. McNett. That is right. 

Mr. Sikes. In the Reserves the authorized strength goes down 
from 300,000 to 270,000 if we accept the recommendation of the 
administration. 

Mr. McNett. That is right. In the case of the Reserve, they 
went up in their authorized strer igth this year; therefore, it just 
turns out that the overall average strength will be about the same in 
all components but there are ups and downs between them. 

Mr. Scrivner. It means in actuality a real cut in the total strength 
in the case of the National Guard and a paper cut in the Reserve? 

Mr. McNeru. There would be a cut in the planned strength of 
the guard. 

Mr. Wuirren. It amounts to a trend from the National Guard 
to the other services, though it still remains under the ceiling. In 
effect, you are shifting from the National Guard to the others so far 
as our total strength for the coming year is concerned. 

Mr. McNett. No. It was really within the Army between the 
National Guard and Army Reserve—as far as the average figures 
are concerned. 

Mr. SHepparp. Does this figure of 1,053,000 Reserve personnel 
take into consideration the proposed reduction? 

Mr. McNetu. Yes, sir. 

Mr. SHepparp. It does? 

Mr. McNett. Yes, sir. 
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COST OF MAINTAINING PRESENT STRENGTH OF RESERVE FORCES 


| 


Mr. Wurrren. What change would there be in this case in case 

Hn? the National Guard were maintained at the present level? 

ii Mr. McNett. I would say the man-year average would go up by 
about 20,000 because the end strength would be 40,000 higher than 
the beginning strength. 

Mr. Wuirren. What is involved as far as money is concerned? 
; Mr. McNett. We have that worked out as it was understood the 
committee desired that information. I will supply it to the committee, 
(The data requested follows. ) 


Army NatronaL GUARD AND ARMY RESERVE 
: The estimated cost of increasing the end strengths of the Army’s Reserve 
? components are as follows: 
: . AT.4: ‘ 
; 1. Increasing the Army National Guard end strength to 400,000: ! 
: Army National Guard $27, 419, 000 
Operation and maintenance, Army ; whee 24, 000, 000 
Total_- ie Ske : 51, 419, 000 
: 
: 2. Increasing the Army Reserve end strength to 300,000: ! 
Reserve pe enna, Army ; , 22, 499, 000 
Operations and maintenance, Army _- - : 16, 000, 000 
Total- se naan ; 38, 499, 000 


! Including personnel on active duty for training in the 6-month training programs. 


These cost estimates are less than those recently provided to the committee by 
he Department of the Army. The difference is attributable to the elimination 
of certain items included in the Army estimates which are not directly related to 
increasing the end strengths, as follows: 


Estimated for Army National Guard___- ; _ $38, 000, 000 
Items not related to increasing end strength: 
1. Command post exercises and State unit 


schools -_ — ee ota ou neice — $2, 070, 000 
2. Civilian technician increase of 930 man- 
years =. -4, 241, 000 


3. New Uniforms for 50 percent of enlisted 
personnel - seis isi _.... —4, 270,000 


Total decrease- ee ie he regia —10, 581, 000 
Rover ements... 300 oo IPSS sik 27, 4 419, 000 
Estimate for Reserve personnel, Army___-_.______-- ea se 36, 499, 000 
Items not related to increasing e end strength: 
1. Increase in percent of participation _-_-_-__- $5, 260, 000 
2. Increase in 1958 6-month program carried 
over to 1959___- as cee be — 3, 240, 000 
3. Increase in officer 6-month progr: Micnw cn SO 500, 000 
Total decrease___ -- eae eae _.. —14, 000, 000 
tevised estimate es ete pk ores : ee eae og 22, 499, 000 


RESEARCH AND DEVELOPMENT 


Mr. McNeiu. The next category is “Research and development.” 

A total of $2,582 million is requested in the fiscal year 1959 budget in 
the ‘Research and development” appropriations, which cover the cost 
of direct research and the cost of operating and maintaining research 
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activities and installations. This is 6 percent of the total budget 
requested and is $727 million more than provided in the current 
fiscal year. Obligations in the “‘Research and development” appro- 
priations are also expected to increase sharply—from $1,904 million in 
1958 to $2,537 million in 1959. 

These figures, however, do not give the full measure of the research 
and development effort, particularly with respect to the development 
and test phase. As we have discussed at length in previous hearings, 
the line between research and development and procurement cannot 
be precisely drawn, particularly in such areas of rapidly advancing 
technology as missiles. For example, a significant portion of the 
amounts requested for aircraft and missiles in the procurement 
accounts are for items of a development or test nature, which have 
not yet been standardized or approved for service use. When the 
procurement of items for development and test, together with the sums 
devoted to military personnel and facilities for these purposes, are 
added to the amounts presently classified as research and development, 
we find that the total obligational program for research, develop- 
ment, test and evaluation in fiscal year 1959 will be in excess of 
$6.2 billion. These more inclusive figures indicate the continued 
emphasis on research, development, test and evaluation activities 
during the past few years, since the funds programmed for these 
purposes have increased from $3.5 billion in 1955 to $3.8 billion in 
1956, to $5.1 billion in 1957, to $5.6 billion in 1958, and to $6.2 billion 
planned for 1959. With the approval of the committee, I would like 
to insert in the record at this point a comprehensive analysis covering 
this matter. 


(The following material was subsequently submitted for the record.) 


AcTiviTIEs SUPPORTING THE ‘‘RESEARCH, DEVELOPMENT, TEST AND EVALUATION” 
PROGRAM IN THE DEPARTMENT OF DEFENSE 


The introduction of improved weapons and military equipment into the combat 
and combat support forces of the Army, Navy, and Air Force is a complicated 
process covering many different, although related, activities which must be 
completed before a new weapon or item of military equipment can be considered 
as fully developed in a military sense. From a military standpoint, a new item 
cannot be considered as fully developed until it is capable of performing an assigned 
combat mission, and has been assigned for operational use by the combat or com- 
bat support forces. 

The different although related activities mentioned above do not lend them- 
selves to clear-cut identification in terms either of time sequence or budgetary 
support. However, the kinds of steps necessary to provide an actual increase in 


military effectiveness are indicated by the following: 
— 


(1) Invention and preliminary design of definite concepts for applying scientific 
and technological possibilities to military requirements. 

(2) Practical demonstration of new principles and components. 

(3) Engineering and design of specific new items, components, and materials, 
for test and evaluation. 

(4) Fabrication and production of new items, components, and materials, for test 
and evaluation. 

(5) Conduct of tests for technical evaluation of new items. 

(6) Conduct of tests for evaluating the producibility of new items, components 
and materials. 

(7) Conduct of operational suitability tests for military evaluation of new items 
and weapons systems. 

(8) Conduct of tests and maneuvers to establish military tactics and doctrine 

for the combat use of the new items. : 

(9) Planning of supporting requirements (facilities, personnel, training, mainte- 

nance, etc.) for operational use of new items. 








248 


(10) Production engineering for quantity procurement of new items. 

(11) Initial production of new items for use by the first combat units. 

(12) Training and deployment of the first combat units and establishment of the 
necessary support (facilities, supply system, etc.). 

(13) Reorganizing and retraining all combat units required to phase in new 
weapons and phase out obsolete weapons. 

This entire process goes well beyond the development and procurement of 
advanced weapons and equipment to modernize the combat forces. Even the 
lines between “research,” ‘‘development,”’ and “procurement” cannot be drawn 
precisely, particularly in areas of rapidly advancing technology. 

The Department of Defense has recognized the fact that the full cost of mod- 
ernizing the military forces cannot be considered as ‘‘research and development.” 
The Department of Defense has also recognized the fact that the effort supported 
by the ‘‘research and development”’ appropriation does not give a full measure 
of the effort devoted to the “research, development, test and evaluation’”’ programs, 
because support such as the procurement of items for engineering and service 
test are usually financed from other appropriations. In preparing this statement 
covering the ‘“‘research, development, test and evaluation”’ program of the Depart- 
ment of Defense, it was necessary to draw a line between the two extremes. 
Based on data submitted by the military departments, the funds programed for 
research, development, test and evaluation” in fiscal years 1955, 19456. 1957, 
1958, and 1959 are estimated as follows: 


1. Department of Defense total 


[In millions of dollars] 


Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year 





1955 1956 1957 1958 1959 1 
Research and development es $1, 349. 6 $1, 539. 0 $1, 651.4 $1, 886. 7 $2, 588.1 
Activities supporting, research and devel- 
opment 344.3 445.5 633. 0 424. 6 444.5 
Development, test and evaluation items 1, 826. 4 1, 830. 1 2, 803. 9 3, 291. 2 | 3, 186.5 
Total__- . es 3, 520.3 3, 814. 6 5, 088. 3 2 5, 602.5 | 26, 219.1 
Army. : fc 612.5 700. 4 1, 063. 4 1, 444.0 1, 494.8 
Navy.--- 644.7 927.8 1, 400. 7 1, 393. 4 | 1, 694.4 
Air Force_.-_--- a _ a 2, 263. 1 2, 186. 4 2, 624, 2 2, 554. 3 2,414.9 
Interservice -- . - 3) 210.8 615.0 


1 Preliminary estimates. 
2 Includes fiscal year 1959 budget amendment. 
’ Emergency fund transfers reflected in service obligation amounts, 
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The above estimates are derived as follows: 
2 


{In millions of dollars] 


Fiscal year | Fiscal year 





1955 1956 
Army E Be 
Research and development. $366. 3 $403. 5 
Activities supporting research and 
levelopment ‘ 37.8 48.7 
Development, test and evaluation 
items... 208. 4 | 248. 2 
Toeti...... 612.5 700. 4 
Navy: 
Research and deve lopm« nt 395. 4 495. 5 
Activities supporting research and 
development -- 51.2 106. 4 
Development, test and evaluation 
SNE criecmancethnsiichancmnliinants a 198. 1 325. 9 
BGlisisadcseocamear 644.7 927.8 
Air Force 
Research and development j 587.9 640. 0 
Activities supporting research and 
development 255. 3 290. 4 
Development, test and evaluation 
items ‘ mel 1,419.9 1, 256. 0 
ME co c2c ack saat Gh ladiee ‘ 2, 263. 1 2, 186.4 


Interservice 
United States scientific satellite 
Advanced Research Projects Agency 
Emergency fund 


Total 


1 Preliminary estimates. 
* Emergency fund transfers refiected in service obligation amounts. 


2. Departmental summary 


Fiscal year 
1957 


130. 0 
732. 8 


1, 400. 7 


686. 1 


420.0 


2, 624. 2 


Fiscal year 


1958 


roe 7 
» 2F 


<0. 4 


$1.4 


1, 393. 4 


692.3 


280. 0 


3A. 2 
10.0 
166. 6 


210.8 


Fiscal year 


1959 | 
$493. 7 
65. 2 
935. 9 
1, 494.8 
751.4 
81.9 
861.1 
1, 604. 4 
728.0 
297.4 
1, 389. 5 
2, 414.9 
480. 0 
135.0 
615.0 


~ neniaperimmatiin aeenn ear 


rt 


ae 


a 
j 
i 
+ 








: 
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3. Direct obligations, research and development appropriations 


BT canes 


Aircraft. ... 
Missiles. - --- 
Ships_..--- 

Other 


PT Sonne 


Aircraft. ...--- 
Missiles_ - 
Ships_-..--. ad 
AE a cerene 


oe. 


Aircraft. ...... - 
Missiles... -_- 
i iccihs sipictente 
Other... ss 


United States scientific satellite - . iil eeacaeedl 
Advanced Research Projects Agency. ..---|-- 


Emergency fund--.-.- 


is anos 


{In millions of dollars} 


Fiscal year | 
| 1955 





1 


| 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 



































1956 | 1957 | 1958 1959 1 
| | 

$$} |_——_- — 
cette | $366.3 $403. 5 | $427. 4 | $456.9 | $493.7 
(|_———_$_______—_} —_—_—_— ——_——|- | ee 
Ja citosas v.21 15.8 10.7 | 16.8 | 15.9 
<ieel 68.0 111.9 113.2 128.0 | 169, 4 
sacs 4} 4 3 1] 3 
ae 200. 2 275.4 303.2 | 312.0 | 308. 1 
wml He wae 537.9|  526.7| 751.4 
einen | 123.3 148. 6 125. 5 | 119. 5 | 118. 5 
a 63.3 95.2 159.3 | 187.6 336.7 
ae | 71.6 80. 5 73. 5 | 80.6 | 112.3 
ae .| 137.2 171.2 179.6 | 139.0 | 183.9 
| ss87.9| 640.0 | “686. 1 | 692.3 | 728.0 
162.6 187.9 136.7 | 136.2 | 125.1 
82.7 | 73.3 83.3 | 64.2 | 104.6 

| ean » | 

342.6 378.8 | 466.1 | 491.9 | 498, 3 
=i hiatal: snsig Han artcaehaal- yds: Rae 
ve : 10.0 | 480.0 
| (2) (2) (2) 2 166.6 | 4135.0 
distal | 1,349.6 | 1,680.0] 1,651.4| $1,886.7| 2,588.1 











1 Preliminary estimates. 
2? Emergency fund transfers reflected in service obligation amounts. 
3 Includes $150 million transfer authority. 
4 Includes $50 million transfer authority. 

§ Consistent with fiscal year 1959 budget. 
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4. Supporting activities directly related to research and development 


Certain of the requirements in direct support of the research and development 
program are not included in the “Research and development” appropriations, 
but are included in other appropriations which provide the same general type of 
support for all military programs These include military construction, indus- 
trial facilities financed under procurement appropriations, and the pay and al- 
lowances of military personnel On the basis of detailed program data, the 
amounts of these appropriations that are directly related to the activities financed 
under the ‘‘Research and development’’ appropriations are estimated as follows: 


(a) Military construction: 
NG 6 dc undonniten 
Navy 
Air Force 


Subtotal._. 


(b) Industrial facilities: 
Army ‘ 
Navy..-.- 

Air Force 


Subtotal 


(c) Military personnel: 
ae 
Navy 
Air Force... 


Subtotal__.._--- 


(d) Department of Defense total: 
Military construction-__.- 
Industrial facilities 


Air Force.......-- . 


{In millions of dollars] 


— — eer — _ — 


i | 
| Fiseal | Fiscal | Fiscal | Fiseal Fiscal 
year 1955 | year 1956 | year 1957 | year 1958 |year 1959 ! 


} 











} | 
1.9 | 8.0 | 43.1 | 10.9 23.9 
9.7 | 63. 0 52. 5 | 37.1 38. 6 
109. 3 | 98.5) 208.6] 115.7 133.8 
120. 9 | 169. 5 304. 2 | 163.7 | 196. 3 
= = —— | —_—_—_—_——_——_— 4 = —_—_—_—_——— = 
12.1 | s 
E 34.5 | 3.1 | 2.7 
45.2 | 88. 1 98. 1 55.0 | 54.6 
—E EE a al - a 
45.2 | 88. 1 132.6 | 70.2 57.3 
j= —_—_—_—— —————=—— — = =} — -_ »_ —————__———=_ 
| | 
| 359] 4.7| 329] 402 41.3 
41.5 | 43.4 43.0 | 41.2 40.6 
100.8 | 103.8 113.3} 109.3 | 109. 0 
oe al | RD 187.9 196. 2 190.7} 190.9 
| — —————— — ——_— (SS +} ————_ = 
j | } 
120.9} 169.5 304. 2 163. 7 196.3 
45.2 | 88. 1 132. 6 70.2 57.3 
. 178. 2 187.9 196, 2 | 190.7 | 190. 9 
———E a S—————————— ee 2 
| } 1 
dpc GEE) ae 633.0 | 424.6 444.5 
“s | 378| 487) sol 632 65.2 
51.2} 106.4 130.0 | 81.4 81.9 
ae 255.3} 290.4 420.0 | 280.0 297. 4 
| } 


| | 
' ' 





1 Preliminary estimates. 
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5. Items under development, test, and evaluation 


Many of the programs for developing new weapons and military equipment 
have, as the result of previous years’ research efforts, reached a stage where it is 
necessary to procure preliminary production items in limited quantities for test 
and evaluation as to 

(a) The soundness of the engineering design; 

(b) The feasibility of the production design; and 

(c) The operational suitability of weapons or equipment from a military 
standpoint, prior to standardization for operational use and large scale pro- 
duction for issue or inventory. 

Major engineering changes and improvements must be made in new develop- 
ments, provisionally accepted for limited production and use, to satisfy the need 
for achieving early operational capabilities with the most modern weapons 
attainable in support of national security policy. All procurement items which 
have been standardized or otherwise approved for service use within the military 
departments have been excluded from the following estimates. Procurement 
items which are not standardized, to the extent they can be identified at this time, 
are considered as being under development and are estimated as follows: 


{In millions of dollars] 





| Fiscal Fiscal Fiscal | Fiscal | Fiscal 
year year year year year 
| 1955 1956 1957 1958 1959 ! 
(a) Aircraft: 
Army-.-..-. k | 59.9 | 33.0 
Navy ‘ 2 ‘ 60. 4 10.9 445.6 178.0 | 283. 1 
Ait Force... . _ 755.3 152. 4 96.3 49.8 110.9 
Subtotal____...-- . Seas ‘ — 815.7 163.3 541.9 287.7 427.0 
(6) Guided missiles: 
EE . <wisncmatina niki een 168. 7 83.0 453.0 | 594. 4 | 7 
Navy-.-. sada ‘ gon 70.0 104.3 142.0 154.5 0 
Air Force_.....-.. Ro ss 418.4 810.9 1,076.1 |} 1,161.8 5.7 
Subtotal__....- . ipsam ae 657.1 998. 2 1, 671.1 1, 910. 7 1, 923. 4 
(c) Ships: 
Army...- = . . . 
Navy ia indie 41.7 177.6 62.4 404.6 | 129.3 
Air Force ah ; . : 
Subtotal_.....- aes ne 41.7 177.6 62.4 404.6 129.3 
(d) Other 
Army-_-- 39.7 165. 2 100.0 269. 6 212.2 
Navy 26.0 33. 1 82.8 48.2 | 61.7 
Air Force_. 246. 2 292. 7 345. 7 370.4 | 432.9 
Subtotal_-- 311.9 491.0 528. 5 688. 2 706. 8 
(e) Department of Defense total 
Aircraft 815.7 163. 3 541.9 287.7 427.0 
Guided missiles... 657.1 998. 2 1, 671.1 1,910.7 1, 923. 4 
Ships . 41.7 177. € 62 404. € 129.3 
Other , 311.9 491.0 528. 5 688, 2 706, 8 
Total_- ‘ : ; 1, 826. 4 1, 830. 1 2,803.9 | 3,291.2 3, 186. 5 
Army__.--- 208. 4 248.2 553. 0 923. 9 935.9 
Navy... 198. 1 325.9 732. 8 785. 3 | R61. 1 
Air Force. 1,419.9 1, 256. 0 1, 518. 1 1,582.0 | 1,389.5 


1 Preliminary estimates. 


6. Items not estimated 


In addition to the above program items which could be identified from data 
presently available, there are other activities of the Department of Defense and 
the three military departments which provide significant support to the research 
and development programs, but which have not been included because the 
amounts applicable to the research and development program cannot be readily 
identified. These items include, but are not limited to, the following: 


(a) Departmental administrative costs. 
(b) The regular operating and maintenance costs of military ships, aircraft, and 
troop units used in conducting tests. 











(c) The pay and allowances of military personnel attached to regular military 
units used in conducting tests other than specific operational evaluation 
organizations. 


(d) Costs which are part of production contracts required for the further develop- 
ment of standardized items which must be adapted to other uses or 
improved in performance. 

(e) The regular military costs, associated with operational and training units, 

‘Ss required in the process of phasing out obsolete weapons and phasing in 
improved weapons, such as the changeover from propeller-driven aircraft 
to turbojet aircraft. 


(f) Costs provided for as part of the overhead allowance or as a percentage of 
cost under contracts for the procurement of standardized items, 


ESTABLISHMENTWIDE ACTIVITIES 


Nine hundred and seventy-one million dollars is requested for 
establishmentwide activities, $46 million more than last year. The 
major element in this category is retired pay, which is estimated in 
the budget to require $600 million in 1959 compared with $555 million 
in the current year. This estimate does not provide for the costs 
that would be involved if the legislation to revise military pay rates 
is made applicable to retired pay, and I think it will be. In addition, 
as indicated in previous testimony to the committee, there has been 
an increased rate of accessions to the retired rolls and it now appears 
that deficiency estimates to cover these increased costs will be neces- 
sary in both fiscal years 1958 and 1959. The remaining $371 million 
of this category includes the costs of such activities and programs as 
military attachés, Inter-American Defense Board, NATO activities, 
schools and certain joint activities (some of which are classified), as 
well as salaries and expenses of the Office of the Secretary of Defense. 


CIVILIAN PERSONNEL PAY ADJUSTMENTS 


As mentioned earlier, $205 million has been earmarked in the 1959 
budget to cover the cost to the Department of Defense of the govern- 
mentwide program for civilian pay adjustments. 


EXPENDITURES 


I] would like to turn briefly, at this point, to the matter of expendi- 
tures. Earlier in these hearings, and during the hearings on the 1958 
supplemental, we discussed the fact that the expenditure ceiling of 
$38 billion, initially applied to the Department of Defense program 
for fiscal year 1958, had been converted to expenditure objectives 
that totaled a little under $38.9 billion. These expenditure objectives 
and their relationship to approved programs are being kept under 
continuing review and the approved expenditure objectives for the 
individual military departments and for interservice activities for 
the current fiscal year now total $39,120 million. Based on expendi- 
ture trends to date, we expect expenditures for fiscal year 1958 as a 
whole to be within the overall estimate of $39.1 billion. 

As you know, the President’s budget estimated fiscal year 1959 ex- 
penditures for the Department of Defense at $39,779 million. We 
have estimated that the recent program augmentations approved by 
the President would involve a direct increase of approximately $556 
million in fiscal year 1959 expenditures. This would increase the ex- 
penditure estimate for 1959 to $40,335 million—$1.2 billion above the 
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expenditure objective for the current fiscal year. In view of the tech- 
nological and other problems involved in the defense program, the 
expenditure estimates for 1959 are necessarily subjec t to continuing 
review and reevaluation. We think this estimate is pretty good at 
$40,335 million, but it could run a little higher than that. 


SUMMARY 


In summary, the Department of Defense budget for fiscal year 1959 
calls for $40.7 billion in new obligational authority plus $345 million 
to be derived by transfer. With the use of available carryover bal- 
ances, this will finance a program of direct obligations totaling $42.6 
billion and will result in estimated net expenditures during fiscal year 
1959 of approximately $40.3 billion. The cost is high, but it is in line 
with the forecasts of increased costs which have been discussed with 
this committee in previous years. With the continuing trend toward 
more expensive and complex equipment, we can expect the price tag 
to remain high so long as the international situation requires the 
maintenance of military forces of the present size, type, and character. 


COMMENDATION OF SECRETARY M NEIL 


Mr. Suepparp. Mr. Secretary, I want to express the appreciation 
of the members of the committee for the very excellent statement. 
For the years that I have been exposed to your presentations, this is 
one of the finest presentations you have brought to the committee. 

Mr. Fioop. I would like to say the same thing. That is the best 
I have ever seen. 

Mr. McNe mz. Thank you, sir. 


AREAS OF REPROGRAMING, FISCAL YEAR 1956-58 


Mr. Suepparp. I am going to refer to a portion of your statement 


reflected on page 16, about the last sentence in the middle paragraph, 
and I quote, Mr. Secretary: 


* * * the expenditures estimates for 1959 are necessarily subject to continuing 
review and reevaluation. 

There has been a lot of discussion in the committee, and through- 
out the press of the country, about more elasticity being granted to 
the Office of Secretary of Defense for a more expeditious and perhaps 
efficient operation. 

I requested General Moore the other day to contact you and to 
have you provide for the committee the total amount of funds that 
were in what I consider more or less flexible for expenditure purposes 


and, as I recall it, four terms of function. Do you have that informa- 
tion available at this time? 


Mr. McNett. I do, sir. 

General Moore gave me that word right after the hearings and we 
have a table (table No. 10) which we can insert in the record. I can 
give you the salts nt points at the moment, if you choose, as well. 

Mr. Suepparp. Insert it in the record at this point. 

(The table referred to follows:) 











00 


9 


~" 





usuremmooid asuejeq] jo JueUTZIBdecy [Be 10; yUOdI0d 





| 86 | $2F ‘SE 
£ | 896 
692 | 196 ‘ST 
+9 | $#8 ‘OL 
| 96 1g9 ‘OI 
‘+ =| 99 | 266 ‘OT 
Se ee ae 
L°8 FI9 | 690 °2 
7 | SE 28S 'F 
ZL 2 | $28 E 
H=—= 'z ———— , 
* | OF ge €1 
RES ee So ce 
ens ey oe a 
8" 2 916 Z 
9° | SI PEI ‘E 
£% | 91% 
9° £ | 269 
16 ecT 269 'T 
c" L 9F9 ‘8 
PT 1g 689 ‘f 
suo}}08 
jued | = suyureis ureiz0i1d 
“19d -0.1d 901 [840.1 [810.L 
1 S961 TBO [ROST 
joosyf ‘(Qquewdojaaap pun 


8 
ut 





90104 IJV 10] yu9010d 19 03 JunOoUre prnom ZutTuressz01d0 901 “PO}ITUIO 3.10 \ iJ] 
Aq pojueid uorejidoidde [euolppe uoyTar OOR$ Jo Zuyureid0id 


$s] un09008 

























9°9 pus s}UNOdOB yuONTeIND0Id 

69 | ¢28'% 64° ‘OF 9°¢ rT ‘Z SS eo , ‘ 

1% £L6 ee 9% 008 ate COE Es 

6 ‘OI | P28 ‘ST 9°8 'T wai | fi = 

1% G¥0 ‘OI 8 6I1F ‘6 ae 

8° 499 ‘OI cl LOL “OT E- gig 

6 119 ‘Zt «=| 9 ZI 118 ‘I S88 ‘FI 43 ; 
i¢9 0Z Sif 8 91 98% 7 Re SASS pete. 
| OST ooh 1 ZL9 6 I I bLE L POE F Ste 
| 8% 60T Z68 ‘f 9°L Clz L68 ‘8 Rees ie i ¥ 

ZT | &F 6c2 ‘E 6% LOT 189 ‘f re tp 

It | €br O61 “ST 6 Lil 129 “ST ae oe 

i Se sa | SIT ; the SIT er aN > a 

6° 19 ZeT ‘2 E oe SES ‘2 sae 

cil OF SLL 7% gg 682 % ; a = 

£1 cP 691 € g cI IST € 

— = — = — 

z9 809 ZL ‘6 9'T O9T £h6 ‘6 ' - 7 a 
eo t Fags LEgg Ee or ISt ae - 

£ “9% ete $90 Z a. (eos 3 a ee 

6°T cv TSE 8° til £0 € pee ese ee : 

ce Pee ‘ 6S 60 9g Crs ‘Ee a Bini’ , 

su0Tq}OR suoy} 
7u90 Supurels mei301d }u90 Surure33 ureia01d 
-0o1da1 [BIOL [BIOL “19g -O1d91 [vI0OL [BIOL 
LE6I IBOA [BOS OCHI IBAA [BOSTT | 





[sre]]Op JO SUOTTTTH) 


89-996] sapah 
youvasas pun Uo INAWsUOD Aunt Buipnj2xra) suotntidosddy jonprarpur 






uryzim suowuspo Burunibouday 


sselsu0g 
sepnyouy ¢ 
‘00q 07 [ A[ng potted yJUOTI-9 104 





jeuiuy 
“LS61 “Te 


1O.L 





~~ (MOT1JON.IYSMOO Surpn[ax9) syusUuOdIOD DAJOSOY 

, uoT}0 i pute JueUTAINI0Ig 
[Bi pue uolesi9dg 
1m0s1ed AABN 






; = ; eens 


(MOTJONAISUOD ZuIpNyoxe) syUsUOdNIOD VAIOSVY 
See uvTjoNpoid pus JUsUIAIMIOIg 
SOUBUAIUTBUL PUR aod g 
----rauu0sied AICI 
8107 ITY 94) JO JusUTIIRdeG 





. . [BIOL 


(WOTJONASUOD ZUTPNOxX9) s}UBTOdUIOD BA1ISOY 

; : uoyjONpolid puy justIamMIOIg 

2 : DUBUIIUICUI puB uo BIeda 

te : ——s ~jauuosied Are UIT IA 
AABN 9) JO JueUTJIBdad 


. = : [BIOL 


~-(WOT}JONIISUOD JUTPNOXe) syusUOdUIOO BAJIseY 
uo}jONpoid pus JUVIUTAINIOIg 
<a : SOUBUIIUTVUI puB UOTIeIVdO 
: “jauuosied Alvi iv 

Aulry oq} Jo Jusutjedeq 


‘OL Gav 








2 
a“ 


256 
EMERGENCY FUND FOR THE SECRETARY OF DEFENSE 


Mr. SuHepparp. I am wondering at this time first if you will enu- 
merate the categories that you researched into to determine the ulti- 
mate figure that ea have. What are the respective categories? 

Mr. McNett. First, is the emergency fund, which you people have 
provided and which has been extremely helpful. I can insert that in 
the record also. 


The table referred to follows:) 


OSD eme rgency fu nd 


{Millions} 


Total, 
Fiscal Fiscal Fiseal Fiscal Fiscal fiscal year 
year year year year year 1954 
1954 1955 1956 1957 1958! | fiscal year 
1958 
Emergency fund appropriations 
NOA $60. 0 $25. 0 $35. 0 $85. 0 $85. 0 $290.0 
Transfer authority 50. 0 50. 0 150.0 250.0 
Total authority 60. 0 25.0 85. 0 135. 0 35 0 40.0 
Total emergency fund availability 60. 0 25.0 85.0 98. 0 151.5 419.5 
NOA 60.0 25.0 35.0 85. 0 85.0 290. 0 
Derived by transfer. 50.0 13.0 66. 5 129 
From Army (10.0 12.1 (22. 1) 
From Navy (20. 5 (13.0 (36.0 (69. 5) 
From Air Foree (19. 5 (18.4 37. 9) 
Total transfers from emergency fund 3.3 16. 6 84.7 86. 3 128. 0 318.9 
To: Rand D, Army 1.6 1.3 19. 2 22.7 64.0 108, 8 
R and D, Navy 12.8 42.2 49. 6 40.5 145. 1 
R. and D., Air Fores 1.7 2.3 23.3 14.0 22 63.8 
S.and E., OSD 2 1.0 1.2 
Total authority not utilized 56.7 8.4 3 48.7 107.0 221. 1 
New obligational authority 56. 7 8.4 3 $) 7 22 8 19.9 
Transfer authority 37.0 84.2) 121.2 


! As of Apr. 17, 1958 ($30,000,000 transfer from Army O&M pending not included in table 


Mr. McNett. It runs from $60 million in 1954; $25 million in 1955; 
$85 million in 1956, including some transfer authority of $50 million; 
$135 million in 1957, which was $85 million in direct appropriations; 

$50 million transfer authority; in 1958, $85 million direct appropriation 
and $150 million transfer authority, for a total of $235 million in 1958. 

Mr. Suepparp. Making a grand total of how much in the emergency 
fund covering 5 years? 

Mr. FLoop. You are speaking now of the emergency fund for the 
Secretary of Defense? 

Mr. McNeiu. That is correct; sir. $540 million. That has been 
very helpful and has permitted accomplishment of many things that 
otherwise would probs ab ly have been del: ived for some months. 

Mr. Stxes. May I ask, Mr. Chairman, if the total amount of the 
transfer authority was used each year? 

Mr. McNett. Not quite. 

Mr. Sixes. What were the amounts actually used? 

Mr. Manon. The table should show that. 

Mr. McNeiu. In 1954 we used very little of the emergency fund 
availability only $3.3 million. In 1955 we used $16.6 million out of 
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the $25 million; the following year, out of the $85 million we used 
$84.7 million; in 1957 we use .d a total of $86.3 million, and as of today 
we have used $128 million of the $235 million granted for this year. 

Mr. Srxes. Can you provide for the record, Mr. Secretary, a listing 
of the principal funds from which money was transferred? 

Mr. McNet. Yes, sir. 

(Note: The information requested may be found in the appendix, 
page 1110.) 

Mr. Stxes. Would you also give me this: What percentage of your 
expenditures in the emergency fund for each year that you have men- 
tioned was devoted to research and development? 

Mr. McNett. All of it, sir. 

Mr. Sixes. That is what it was for? 

Mr. McNerv. That is what it was for. It was confined to that. 


REPROGRAMING WITHIN APPROPRIATIONS 


Mr. Sueprparp. Name the next fund, the amount used this year and 
the total, please. 

Mr. McNett. In the time we had, I was only able to go back 3 
years in the reprograming type of flexibility. 

In the first half of fiscal year 1958, in the Department of the Army, 
in military personnel, reprograming authority was used to the extent 
of 1.4 percent. I can give it to you in dollars or percentages, as you 
like, sir. 

Mr. SuHepparp. For the 2 years what was the total? 

Mr. McNeiu. That is for the first half of this current year. 

I will finish 1958, if you choose, first. 

In “Operation and maintenance,” in the first half of the year, 
two-tenths of 1 percent has been reprogramed between the various 
activities or programs of the Army. In “Procurement and produc- 
tion” the first half year it was 9.1 percent; and in the “Reserve 
components,” excluding Reserve construction, it is six-tenths of 1 
percent. 

In 1957, for the full vear in the Army, there are no reprograming 
transfers in ‘Military personnel.”” “Operation and maintenance,’’:1.9 
percent for the full year. In the “Procurement and production,” 
appropriation reprograring amounted to 26.3 percent. ‘Reserve 
components,”’ essentially no reprograming was used. 

In 1956 for the Army, reprograming in the ‘Military personnel” 
appropriation was 0.9 of 1 percent, “Operation and maintenance,” 
3.8 percent, and there wasn’t enough reprograming even to register 
in “Procurement and production, Army,” in that year. 

Mr. Lehrer points out that the Army in 1956, at the beginning of 
the vear, really did not have a firm procurement program laid out 
and we did not have a good base point from which to measure for this 
purpose. 

Mr. SHE PPARD. You will explain the details of this in the record? 

Mr. McNer.. Yes, sir 

Mr. SuHepparp. For recapitulation purposes, | wish you would give 
me the total amount used in the 2-year program that you have had 
an opportunity to survey. 

I mean the total amount of money that was used for reprograming 
for all purposes in the details you have been explaining. 

Mr. McNett. For the whole Department of Defense? 

Mr. SHepparp. Yes. 
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Mr. McNer. For the whole Department of Defense for the first 
half of 1958 it was 2.4 percent, excluding construction and research 
and development. 


i} Mr. SHepparp. What is the total amount of dollars? 
i r Mr. McNet. $932 million for the first half of fiscal year 1958. 
\ k [n the full year 1957, it was $2,375 million. That is 5.9 percent. 
Nt In 1956, reported reprograming amounted to $2,154 million, or 
Hi 5.6 percent. So in 2% vears combined it is $5,461 million. 
i ; \ir. SHEPPARD. What is that? 
i : ; Mr. McNeru. $5,461 million, or at an annual rate of about 5.6 
| or 5.7 percent. 

‘ TRANSFERABILITY BETWEEN APPROPRIATIONS 
Ht Mr. SHepparp. Pick up your next item where you have transfer- 
| 3 ability. 

: Mr. McNett. I believe that is it, su 


We didn’t take into account the transfers between appropriations 
when you specifically wrote it into the appropriation bills, such as 
Vanguard, where you said $34 million was to be derived by transfer. 
That was a specific instruction and there is no administrative latitude. 
Similarly, where you provided by statute in the 
act that $350 million is to be transferred from th« 
to the Army ‘Military personnel” appropriation, 
that, because that is really not flexibility in 
latitude in administration. 

Mr. Suepparp. I also asked the General to have you provide for 
me the transferability within appropriations, because here are three 
fields insofar as I personally am concerned where there is so-called 
flexibility. 

Mr. Fioop. What is the third one? 


1958 appropriation 
Army stock fund 
we didn’t include 

sense of providing 


REPROGRAMING WITHIN APPROPRIAT 


IONS 


Mr. SHEPPARD. Within appropriations. In other words, Mr. 
Secretary, you have told us the total amount of money that was in 
status of transferability in the emergency fund. You have also 
given us 2 years’ results in the reprograming potentiality. Then over 
and above that, in each one of your established or current appro- 
priation bills, you have flexibility within the appropriation itself. 

Mr. McNeiu: That is what I included in this discussion of 
reprograming. 

TOTAL REPROGRAMING AND TRANSFERS 


Mr. SHepparp. I see. The total reprograming includes not only 
reprograming as was brought up to Congress for reprograming pur- 
poses, but the exercise of reprograming within the appropriations? 

Mr. McNetru. That is correct, sir. 

Mr. SHerparp. Which makes a total of $5,461 
those 2 years. 

Mr. McNerz. In 2% years. 

Mr. SHEPPARD. 


million covering 


Tell me what percentage that would be out of your 
total appropriations for the vears that we have inquired into? 
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Mr. McNett. It would be about 5.7 percent for reprograming, 
excluding construction and the emergency fund. 

The emergency fund would be about 0.4 of 1 percent for the 5-year 
period, 1954, through 1958 

Mr. Fioop. Five and seven-tenths plus four. 

Mr. McNew. Plus four-tenths. 

Mr. SHepparp. What was that answer? 

Mr. McNet. Four-tenths of 1 percent and 5.7 percent. 

Mr. SHepparD. Would it be a reasonable assumption that if you 
had gone beyond the 2 years’ research that you were confined to 
because of the time element, that the $5,461 million might represent 
$9 billion? 

Mr. McNerz. Yes. It could, if we had covered a comparable 
period prior to fiscal year 1956. 

Mr. Fioop. Is that percent per year? 

Mr. McNet. Yes, roughly the same percentage would apply each 
year. 

Mr. Fioop. Six percent per year in a round number? 

Mr. McNett. Yes. 

Mr. Suepparp. That only includes 2 years in the 2 fields, reprogram- 
ing within appropriations, and transfers between appropriations. 
There are 3 years left. and a void year which assumatively we will say 
possibly is a total of $9 billion on top. 

Mr. McNetu. To state it another way, 5.7 percent is reprograming, 
or shifts between programs within appropriations, and close to four- 
tenths of 1 percent represents transfers between appropriations. 

Mr. FLoop. If you will bear the repetition, the fact remains that 
on both of those categories it is 6 percent per year, about? 

Mr. McNet. For shifts between programs, yes. 

Mr. SHepparp. Let me ask you this question, and I don’t know of 
anyone who is more thoroughly versed on governmental functions 
from a financial point of view, Mr. Secretary. 


PROBLEMS IN TRANSFERABILITY IN FISCAL YEAR 1958 


I wish you would recite for the benefit of the committee, or myself, 
anyway, just where, just what and when under the elasticity provided 
by the percentages covering the « oe that we have presently 
inquired into you have been hampered, or the Defense Department 
has actually been hampered in acc tent alk its missions. 

Mr. McNet. I could identify very, very few instances, and they 
would not be of major significance. 

For example, had there been transfer authority between appropria- 
tions this current fiscal year- 

Mr. Manon. Fiscal 1958. 

Mr. McNetu. Fiseal 1958—I believe there would have been a 
transfer between the appropriations ‘‘Aircraft and related procure- 
ment, Air Force,”’ and ‘Procurement other than Aircraft, Air Force,” 
because their program was out of balance. 

That is, they were buying missiles but not a commensurate amount 
of ground handling equipment and there could have been a shift 
between those two accounts. 

Mr. Suepparp. The origin of that, Mr. Secretary, however, was 
not in the lack of transferability. That had its origin in the manage- 
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ment procurement field, wherein they went extensively in one diree- 
tion instead of balancing out their procurement; is that not true? 

Mr. McNett. Certainly, but based upon buying lists initially 
prepared some months earlier. 

Mr. SHeprarp. Had they pursued a course of balance in procure- 
ment the percentage of transferability would not have hampered 
them in any field. 

Mr. McNerm. Sometimes transferability could be a help in new 
things. Sometimes it permits the correction of things that should 
have been taken care of when they were originally laid out. There 
is No question about it. 

Now in Navy’s POLARIS program, they were, last fall, a little out 
of balance between the four appropriations that financed this missile 
system. 

We used, in this case, the emergency fund because the shortage was 
in research, development, test, and evaluation. We used the emer- 
gency fund to correct an imbalance in that program this spring for 
about $22 million. It made for all elements of the program to go 
forward together. We put that through the emergency fund and it is 
part of the transfer flexibility we used in that account. That was all 
within the Navy. 


EARLIER PROBLEMS IN FIELD OF TRANSFERABILITY 


There are, or have been times in the past when the Navy could 
have had a better operation had they had some transferability in 
minor percentages, or had all of their appropriations for operation 
and maintenance under one appropriation title similar to the Air 
Force and the Army. 

I recall a few times in the last 6 years or 8 years, when there were 
ai ee for steaming hours and not quite enough gasoline money 
in the Navy aircraft account or vice versa. They were squeezed to 
the tune of $10 million or $20 million and I am sure that had all Navy’s 
operation and maintenance been under 1 appropriation as are the 
other 2 military departments, or had there been transfer authority, 
there would have been $20 million or $30 million or $40 million 
transferred. 


BETTER PLANING LESSENS NEED FOR TRANSFERABILITY 


Mr. SHepparD. How much of your e xpe ‘rience would be charageable 
to planning as against the transferability 

Mr. McNett. I don’t know that I understood your question. Did 
you mean how much of the transferability is required by lack of 
planning? 

Mr. Suepparp. Let me put it in this language: The crux of your 
problem expenditurewise is predicated upon one premise, as I inter- 
pret the procedure, and that is the format to which you are applying 
to any budget. If the planning is accurate to a reasonable degree 
and you get your funds to an equal degree, then obviously your trans- 
ferability is a diminishing factor; is it not? 

Mr. McNett. That is correct. 

Mr. SuHepparp. When we are talking about the Defense Depart- 
ment being hampered because of restriction that Congress has. placed 
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upon expenditures, [ am under the impression from my association 
with the military that it is not so much the rigidity of the transfer- 
ability as such, because there isn’t too much rigidity comparatively 
speaking, as it is chargeable against predetermination and planning 
thereof. 

Mr. McNett. That is what I was attempting to ‘dent*fy a minute 
ago. There are two reasons: One is the lack of firm plans to begin 
with requires it and the other area represents things you just, even 
using good judgment, couldn’t know about. There are two elements 
involved. 

VALUE OF FLEXIBILITY 


I would like to add here, I think this committee has done a very 
good job for the country in providing the flexibility you have already 
given us. | hope we haven’t abused it. I won’t say there has never 
been an abuse of it, but on the whole we have done our best to see 
that the thing is kept clean, on the simple theory that if we can keep 
our credit good, we can keep this flexibility you have given us alive 
for a long time and if we don’t perform so that our credit is good, we 
are not going to keep it. It is just that simple. 

Mr. Suepparp. Let me ask you this question. We have asked it 
of others and received a series of answers of wide divergence. 


RATIO OF THE ESTIMABLE AREA TO THE UNFORESEEABLE AREA IN 
PROCUREMENT 


From your own experience and observation of the accounting sys- 
tem of the Office of the Secretary of Defense, which has to do with 
all expenditures, of course, what percentage at this moment could 
you give us—and I know it has to be approximate—against the per- 
centage of the $1 that goes into the unknown factor, as compared with 
the balance percentage that goes into the Known and established fac- 
tor in our procurement field of function. 

Mr. McNet. Just to see if I have got your question correctly, 
you mean how much might be attributable to a planning factor as 
against the unknown, technical? 

Mr. Suepparp. That is correct. In other words, we have certain 
standardized procurement, as you and I both know, over a period of 
years, standardized because of our experience in that field of hard- 
ware, et cetera. Now we are delving into the guided-missile field 
which in my opinion creates an unknown factor compared with the 
standard, understandable and known factor upon which you can 
always rely, having a yardstick of experience back here to forecast 
your cost factors. 

Now this is a line of demarcation percentagewise. I am trying 
very definitely to establish that from the best sources possible. | 
would appreciate your own appraisal of that percentage, whatever 
you think it may be. 

Mr. McNett. I have no better basis for figuring than the roughly 
6 percent we talked about here, and that is largely reprograming 
within appropriations. 

Mr. SHepparp. Would you say that 10 percent would be generous 
in that field? 
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Mr. McNem. Yes. Of that, improved advance planning could 
probably have avoided the use of such authority by probably a 
third to a half, and the balance I believe you could attribute to things 
that no one could foresee, using the best information and judgment 
available. 


PREPLANNING FUNDS 


Mr. SHepparp. What has motivated my thinking in this field, 
Mr. MeNeil, has been the following: As you undoubtedly know, the 
Navy panel quite some time ago exceeded the budget by giving to 
the Navy a certain amount for preplanning purposes. Now the 
testimony that we have received through the accounting division of 
the Navy that benefited under that is to the effect that it created a 
very splendid saving in that field. 

Mr. McNett, It did. 

Mr. SHepparp. By a definite understanding of preplanning of what 
they were going to project their procurement into. If that policy 
works in that field, it obv iously is applicable elsewhere, until we get 
into this unknown factor. 

Do you still think that the 10 percent would be a reasonable figure 
to apply even in that field? 

Mr. McNett. Yes, sir. In this connection, we estimate that about 
20 percent of the procurement program for 1959 is for items of a de- 
velopmental or test nature. 

Mr. SuHepparp. That is all I have. 


TRANSFER AUTHORITY 


Mr. McNet.. I would say this in addition, sir: I mentioned that 
the emergency fund type of transfer authority was equivale nt to about 
four-tenths of 1 percent of our total during the past 5 years. 

I believe that looking ahead, at least in all the missile field, ballistic 
and air-to-surface, ballistic missile detection, and antimissile missile, 
and so forth, that the committee could well consider some increase 
above the four-tenths of 1 percent. 1 don’t believe that will quite do 
it in that area in the future. 

Mr. SHepparp. Even with that increase it would still fall within 
the 10 percent liberal concept that you have expressed? 

Mr. McNetm. Yes. 

Mr. Scrivner. In all of this discussion, if I understood the situation 
properly, you have not covered yet all ‘of the fle xibility that exists 
in appropriated funds, and I am referring specifically to the matter of 
reprograming. 


Mr. McNem. That was what I included in the $5% billion figure, 
Mr. Scrivner. 

Mr. Scrivner. I did not understand it that way, because as you 
described it, it didn’t take into consideration a situation where moneys 
had been provided for one activity, which for reasons best known to 
the Defense Department might not require that much, but something 
else has arisen where they would prefer to spend some more. 

[t might have been included, but I did not understand it from the 
explanation you gave. 

Mr. McNem. That is where we got to the $5,461 million in the 
past 2% years, by reprograming from one activity of, for example, 
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Army procurement, to another, or one program of Army to the other, 
and the same in the other two military departments. We have no 
transferability between two services as such. 


TIME PERIOD IN BUDGET PROCESS JUSTIFIES REPROGRAMING AUTHORITY 


Mr. Scrivner. Usually all that was necessary was for the Depart- 
ment to come up and make a request of the committee to approve 
their new program, and which is many times reasonable. People 
should understand you started to work on the 1959 budget which 
we are now discussing, some aspects of it at least, at least 2 years ago 
or possibly more. Things move pretty rapidly so that in 2 years 
changes come about, and it even comes before you get to the point. 

My recollection is you must have before you get to the Bureau 
of the Budget your final defense plans by the 15th of November, or 
approximately that time. 

Mr. McNett. Approximately. 

Mr. Scrivner. That is taken into the Bureau of the Budget with 
all other requests of the Government and finally the Bureau of the 
Budget works that over and it becomes a part of the President’s 
budget request to the Congress. 

All of those things take time. We have the time elapsing between 
the time the President’s budget is presented to us in January and the 
time we finally make an appropriation, so that all told very easily 
2 years will have elapsed since the first plans were made. I do not 
know that any of those who prepare the budget are equipped with a 
crystal ball so that they can foresee to a deadly accurate degree what 
they are going to require 2 years hither. 

That has been the reason why the reprograming activities have come 
into being, and I think properly. I have not myself seen any place 
where the Defense Department has been very seriously hampered in 
any of these programs, because if the suggestion they make is good, 
it does not take any considerable amount of time to get approval of 
this committee on it. 

Mr. Manon. Will the gentleman yield? 

Mr. Scrivner. Yes; unless the Secretary wants to comment on that 
first. 


AMENDMENTS TO BUDGET POSSIBLE ALMOST UP TO START OF FISCAL YEAR 


Mr. Manon. I would like to comment on this at the same time; 
we talk about the budgetary process beginning long before the fiscal 
year begins, but aesey this bill will probably not pass the House 
until about 25 days, or 30 days before the fiscal year actually begins 
for which the haprwanielias is made. 

The time left in the other body, the Senate, will be even shorter. 
If at this time, or say the middle of May, the Pentagon or the Bureau 
of the Budget, wishes to change any of these programs, we are here, 
ready to consider those changes, so there is tremendous opportunity 
to adjust the program to the requirements of the fiscal year on a last- 
minute basis. 


I would like for you to comment on what Mr. Scrivner said and the 
point [ have made here. 
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Mr. McNeru. And, Mr. Chairman, we have availed ourselves at 
times of last minute changes in justifications. As a matter of fact, 
last year there were quite a few changes during the course of time 
the budget was presented to you. Some of them weren’t changes in 
total program, but there were changes in amounts. 


SHIFTS BELOW THE PROGRAM LEVEL 


I would like to amplify my answer to Mr. Sheppard a moment ago 
by one more statement: The $5,461 million is the amount we could 
identify that went from one program to another within individual 
appropriations. In addition to that, within a subprogram, for 
example, there could have been some additional changes which were 
discussed with you, such as deleting one model aircraft and substitut- 
ing another. All the fighter aircraft would be in one buying program, 
and such a change would not require being reported as a reprograming 
action. A shift between aircraft and missiles would be reported as a 
reprograming action, and they might still discuss it — you if there 
were a change between the F-102 and the F-106, or between the 
F-105 and F-102. 

Mr. Scrivner. A change in number. 

Mr. McNeiu. That might be an addition. None of those things 
are included in this total of $5,461 million because there is no recorded 
shift between programs. 

Mr. SuHepparp. Irrespective of that, they still would fall within the 
10 percent? 

Mr. McNet. I think so. 

Mr. FLoop. May I point this out? This is going to be an extremely 
important discussion as you know, Mr. MeNeil, later on. 


FLEXIBILITY THROUGH REIMBURSEMENTS 


May I point this out to you? At the bottom of page 4 and the 
top of page 5, I have in mind now the entire fiscal aspects of your 
department, your financial plans, as yousubmit them. With reference 
to flexibility, that is the magic word. 

Haven’t you indicated additional evidence of this flexibility, both 
in your mind and ours, and in practice when you refer to the inter- 
relationship within your financial planning as evidenced by this very 


terminology “appropriation, apportionment, obligation, commitment, 
unobligated.”’ 


Mr. McNett. And reimbursements. 

Mr. FLroop. Reimbursements. 

Now is it not a fact that that is almost self-definitive of great 
flexibility? 

Mr. McNett. Reimbursements have given us some _ flexibility 
without a question. 

Mr. SHepparp. Mr. Secretary, you have been very gracious. You 


are going to be back this afternoon. I know you will be just as 
gracious. 


We will recess until 2 o’clock. 
Mr. Fioop. I have to be in another committee at 2 o’clock on 
public roads. I want to ask a question on flexibility. 
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CONTINGENCY RESERVE 


Referring to the President’s message on page 2, I am seriously con- 
cerned about te rminology, definition. That is going to be of extreme 
importance to us in this “de bate and on the Preside nt’s reorganization 
bill with reference to this problem of flexibility. 

You gave Mr. Sheppard your breakdown, to give a 6 percent per 
vear flexibility, versus these emergency funds and re programing. 

" On page 2 you refer to the P resident’s inessage and to quote: 

To accomplish this end the budget includes a contingency reserve of $500 
million for defense purposes only. 

What is the $500 million? 

Mr. McNeru. That has been used up to now in submitting to you 
a supplemental appropriation for this billion and a half dollars against 
which estimated expenditures are $556 million. 

Mr. Fioop. But it is clear evidence of our concept of flexibility as 
between you and us. It is additional evidence of flexibility. This is 
a contingency reserve of $500 million. There is nothing more flexible. 

Mr. McNett. But it is now distributed by specific appropriations 
in our supplemental estimate. 

Mr. SHepparp. It is now but it was in a state of availability, as 
Mr. Flood referred to. 

Mr. Fioop. But at the time he came to us he evidenced an aware- 
ness of this relationship that we are discussing of flexibility, because 
he discusses a contingency reserve of $500 million, and there is nothing 
more flexible than a contingency reserve fund. 

Mr. McNet. Except, sir, he did not submit any request for a bulk 
appropriation of that $500 million. 

Mr. Foon. I know that. 

Mr. McNett. He merely did it in his own planning. 

Mr. FLoop. I know that, but this concept of flexibility was not 
just born in the President’s reorganization message of the last 10 
days. ‘This message is back at the beginning of the year. We are 
all thinking of the same thing. 

Mr. McNem. Yes, but | think what he had in mind in his reorgani- 
zation message related to flexibility after an appropriation was made 
rather than before. This $500 million contingency reserve was an 
effort to make allowance, in relation to total Government expendi- 
tures, for additional expenditures of $500 million that could reasona- 
bly be expected to result from modification or acceleration of the 
specific programs presented in the 1959 budget. It is the type of 
flexibility derived from advance planning, without a question. In 
utilizing this $500 million which was earm: arked, if you want to eall it 
that, in the budget for planning purposes, the President sent forward 
a specific budget amendment and the additional expenditures resulting 
from these program augmentations have been distributed by appro- 
priation and total $556 million. When passed, these additional 
amounts will be included in each of the several appropriations. 

Mr. Fioop. I know, but it is additional evidence, maybe, of a 
lesser quality or degree, that in the mind of the executive and in the 
mind of the ‘legislative, at least as far as this committee is concerned, 


there was no feeling of rigidity—nothing to prevent him using that 
kind of language. 








| 
t 


wat 


TN 


AAA AA AS 
= 


ee emer 


— a SS ee 


266 


We knew what he meant. He knew what he meant. We did not 
require that he set aside a certain thing now and did a certain thing 
later. 

Mr. McNetu. They are related. I think there is a distinct dif- 
ference, though, between earmarking a potential amount ahead of 
time and the transferability or flexibility they are talking about after 
an appropriation act has been passed. 

Mr. FLoop. It may be semantics, but to me it is a distinction 
without any difference. It means of course what we mean by flexi- 
bility. That is the whole thing. What do they mean by flexibility? 

Mr. McNet. It is fle sibility of the type—— 

Mr. Fioop. It is a bad word. 

Mr. McNetu. That we have at the moment in substantial degree, 
carried one step further between appropriations. 

Mr. Fioop. I will settle for that. 

Mr. SHepparp. All right, gentlemen. 

We will stand in recess until two o’clock. 

Mr. Manon. We will resume our hearing. 

This morning we were discussing various aspects of flexibility 
within the Department of Defense. 

Mr. MeNeil, when this record comes to you I wish you would edit 
it very carefully in order to be sure to make clear what you mean 
with reference to the various points that you presented. 

As I understand it, in discussing flexibility you did not count funds 
which were transferred within appropriations without any reprogram- 
ing being submitted to the House and Senate. 

In other words, if we provided a half-billion dollars to buy airplanes 
of one type, and you bought something else with those funds, you 
did not include those funds in your flexibility figure? Did you or not? 

Mr. McNett. Yes, sir; I did, but not if the changes were from the 
F-102 to the F—106, for example. 

Mr. Manon. In other words, you mean the planes are so similar 
that you did not consider it as enough change? 

Mr. McNetu. That is right, because the “F-106 was the follow-on 
in effect of the F-102—a later version. I did not count that type of 
change. 

Mr. Manon. Would vou for the record make any further comments 


or care to present a further summarization of this situation, Mr. 
Secretary? 


THREE METHODS OF PROVIDING FLEXIBILITY 


Mr. McNett. Earlier, before the noon recess, we were discussing 
flexibility in Department of Defense avpropriations. I think we could 
sum up the problem of providing flexibility by grouping possible 
methods into three primary classes. Each of these three methods by 
which flexibility could be achieved could be used singly or in combi- 
nation, as the Congress may determine from year to year in the future. 


I. RESEARCH AND DEVELOPMENT EMERGENCY FUND 


First, is the research and development emergency fund method, 
which an emergency fund is appropriated to the Secretary of Defense 
for allocation, at his discretion to new and unbudgeted projects. 
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That can be done either by providing cash or by cash and the authority 
to transfer funds. This method has been provided by this committee 
for some years. 


II. LIMITED TRANSFER AUTHORITY IN APPROPRIATION ACT 


The second method could be the granting in the appropriation act 
of limited transfer authority to the Secretary of Defense so he could 
shift funds as between Services, and as between appropriation accounts 
within the Services, up to some limited or specified amount 


III. APPROPRIATION BY MAJOR CATEGORY 


The third method is the appropriation of funds in major categories 
as I described this morning, as in the case of Navy operation and 
maintenance, so that there would be greater effective flexibility by 
reprograming within such appropriation categories under established 
procedures. Obviously, the larger the appropriation category the 
more flexibility of reprograming funds within the cate gory. 

I would like to make it clear that in no case would I consider the 
Congress was relinquishing its very proper control of the purse, be- 
cause any language you put in would be controlling for any year’s 
appropriation bill. 

Mr. Manon. Mr. Secretary, I am very sympathetic toward the 
desire of the President to reorganize the Department of Defense. Of 
course, I am sure that we could not get 100 percent approval of any 
one plan—at least, I am not committed specifically in detail, but I am 
committed to the idea that we do need a reorganization plan, and I 
think Congress should and will give the recommendations of the 
President very thorough consideration and attention. 


PRESENT FLEXIBILITY 


From time to time recommendations have been made by the 
executive branch with respect to flexibility. For example, the $2 
billion proposal in the budget for fiscal 1959. 

I believe that among certain people in the Government there is a 
failure to understand the degree of flexibility which we now have, and 
I believe there are people in the Pentagon who are quite familiar with 
this who could be helpful in making the present system better under- 
stood. I grant that you have to have a certain ‘degree of flexibility 
for effective management and operations, and I feel that the degree of 
flexibility which we now have is very considerable. 

Off the record. 

(Discussion off the record.) 

In discussing this matter of flexibility one could point out that if we 
approved the President’s military budget prior to that Ist of July, 
the Pentagon will have available to it for expenditure under certain 
rules and regulations and limitations something in excess of $70 billion, 
I assume for fiscal 1959? 

Mr. McNem. That is correct. 

Mr. Manon. Do you have an estimate on that? 

Mr. McNett. Yes, sir; $72,764 million. 

Mr. Manon. We realize that much of that money would have been 
committed, and other money will be fixed like the pay of personnel 
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and things of that kind, but there is considerable latitude in those 
figures. 

It seems to me that one could select a big appropriation pocket— 
I call them pockets, but they are appropriations— -lhke “Aircraft and 
related procurement,”’ where the Air Force will have about $17 billion 
in which it will have complete flexibility except for funds that are 
already firmly committed, and even in those cases they could cancel 
out and changes could be made. 

It seems to me that the amount of flexibility which is already 
present is very considerable, and when you take other so-called pockets 
or appropriations, you find a great deal of latitude in the obligation, 
and in the expenditure of funds. 


CONGRESSIONAL RETENTION OF THE “POWER OF THE PURSE” 


Of course, the Congress will not willingly surrender the power of 
the purse and you cannot convince me that the President wants 
Congress to surrender the power of the purse, and I do not believe that 
the people want Congress to surrender the power of the purse. 

So, I do not want this controversy between the executive and the 
legislative branches to be fought on the issue of whether or not we are 
surrendering the power of the purse. 

I think we must all agree in the Pentagon and in the White House 
and in the Bureau of the Budget as well as in the Congress and among 
the people. that nothing will result in the surrender of the power of the 
purse by Congress. 

Having laid that ghost to rest, we now come to a discussion of the 
things which are really vital in this reorganization picture, as I see it. 

Mr. McNett. I am sure there is no intent, and none that I have 
even heard intimated in the executive branch, that would imply or 
infer that the Congress should at any time relinquish its power of the 
purse. 

Off the record. 

(Discussion off the record.) 


TREND TOWARD INCREASING FLEXIBILITY 


Mr. McNet. I must agree that there is a lack of understanding ot 
the degree of flexibility currently existing. I feel that probably some 
of the misunde rstanding on the part of some of the people who have 
advocated or who have indicated that there is too much rigidity stems 
from experience with appropriations in previous years, when virtually 
all military and naval appropriations were on an annual basis and 
many of the appropriations were subdivided into various legal limi- 

tations. In all, there were about 100 separate legal ‘poc ‘kets’? in 
which appropriations were made with no transferability between 
these separate pockets and with practically no reprograming authority 
within each of the separate pockets. Now, however, we have no-year 
appropriations for procurement, construc — research and develop- 
ment, which has practically ended the ‘year-end rush” that was so 
characteristic years ago. In addition, the individual appropriation 


accounts are broader in scope and we have reprograming authority 
within each appropriation. 
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VALUE OF INCREASING EMERGENCY FUND 


Mr. Manon. I have thought about making a further attempt to 
provide additional flexibility in the event it was determined that 
additional flexibility is needed. 

We could increase the emergency fund to, say, half a billion dollars, 
and increase the scope of the emergency fund. That would give the 
Secretary of Defense a quick method to exploit any program which 
might not have been contemplated at the time the action was taken 
by Congress. 

‘Would you please give me what your views might be of the pros 
and cons of considerably increasing the emergency fund? 

Mr. McNett. I think that would be a very satisfactory method of 
providing fle xibility of a transfer type, but still by specific appropria- 
tion type of action. 

Mr. OsterTAG. Do you mean limited to research and development? 

Mr. McNetu. No; I think if you carried it out as Mr. Mahon 
mentioned a minute ago, and broadened its scope somewhat 

Mr. Manon. You could provide that no funds made available in 
the emergency fund should be utilized to carry out programs which 
had been specifically denied by Congress. 

Mr. McNett. That is correct. 

Mr. Manon. That could be worked out. 

Mr. Scrivner. You would have to be very specific in all your 
reports, then, to point out where you had denied funds, and if you 
do that, it would involve a long operation. 

Mr. Manon. I do not know. I think we do a pretty good job of 
saying in the reports where we have denied funds. 

Mr. Scrivner. We would have to be far more specific than we 
have been in the past. 

Mr. Manon. It might be necessary, but I am just exploring this 
as one way of handling the matter. If they have to have more 
flexibility, I am willing to deal with them, but I cannot much see 
how a great additional amount of flexibility would be desirable, or 
would be required. 

If you did want to make that approach, how would you broaden it 
from research and development, test and evaluation, or would you 
go into procurement? 

Mr. McNett. | believe you would, sir. 

Mr. Manon. Would you go into operation and maintenance? Or 
when you get into operation and maintenance and procurement 

Mr. Scrivner. Then all you are doing is just giving them that 
much more money if you are going into every field of activity. 

Mr. McNett. I think the most important would be the procure- 
ment field, because that is so closely associated, and is so close a 
follow-on to research and development and construction. Of much 
lesser value would be the operation and maintenance. 


COMBINING EACH SERVICE’S ‘‘OPERATION AND MAINTENANCE” APP?O- 
PRIATION INTO ONE DEFENSE OPERATION AND MAINTENANCI \P- 
PROPRIATION 


Now, there is another course which has been discussed, but no 
firm proposal i is ready or has been advanced, and that is going a little 
further along the lines followed in the case of Air Force “Operation 
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and maintenance’ and Army “Operation and maintenance,’ and 
that is, first, in the case of the Navy, its several ‘Operation and 
maintenance” appropriations should, I think, and could, well be 
combined into a single “Operation and maintenance” operation 
similar to the other two services. Then the three “Operation and 
maintenance’”’ appropriations could be put into a single-category type 
of appropriation such as “Operation and maintenance, Department 
of Defense,” in which case under that appropriation eac h ac tivity and 
program of each of the services would be identified. Then the repro- 
graming would apply across the board within each of the appropria- 
tions, although I think that we could expect very limited use of such 
reprograming authority as between the services. 

Mr. Scrivner. That is getting pretty close to what you have been 
mentioning for all these years, and that was one line appropriation 
which this committee would not tolerate. 

Mr. McNetu. No; I meant there still would be separate identifica- 
tion vithin each appropriation of programs and activities of the 
services, such as hospitals—Army, Navy, and Air Force hospitals. 


NAVY OPERATION AND MAINTENANCE FUNDS UNDER SEVERAL 
APPROPRIATION ACCOUNTS 


Mr. Miutuer. You indicated that there has been some discussion 
about the Navy being in more of a tight fix in regard to ‘Operation 
and maintenance’’ funds than the other services. 

Mr. McNet. As to flexibility. 

Mr. Miuuer. Because of the fact that they are broken down into 
several different line items under “Operation and maintenance”’ un- 
like they are in Army and Air Force, and I believe there has been some 
indication that some of the Navy people were unhappy about it. 

Why could not that budget be put in under the same terminology 
as the Army and the Air Force? Why is it separated? 

Mr. McNet. It could be, and I felt that it should have been done 
during the last 4 or 5 years, but within the Navy they seemed to 
prefer to stay where they are, alth one I think many in that Depart- 
ment are r apidly changing their minds. 

Mr. Mituer. If they feel they are in a tight fix there, because of this, 
there is not anyone to blame but the Navy; is that correct? 

Mr. McNett. That is correct. 

Mr. Miu: R Would there be any reason why they could not have 
“Aircraft and related procurement’ under the same item as “Ships 
and facilities’ as the Air Force has ‘‘Aircraft and missiles’’? 

Could they not group them together? 

Mr. McNetn. Yes, and I believe in the “operation and mainte- 
nance” accounts their operation and maintenance of aircraft and 
facilities could be within the same appropriation title as ‘‘Ships and 
facilities.” 

Mr. Minter. “Ships and facilities?’ 

Mr. McNeiv. Yes; and medical and so forth, following the same 
general pattern as for Air Force and for the Army.. 

Mr. Miuuer. Thank you, Mr. Chairman. 

Mr. McNeriz. It would require no legislation to do it. It would 
require a presentation of the budget in the old style— 

Mr. Miter. They could do it themselves if they wanted to? 
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Mr. McNett. Yes, sir; but it would have to be presented in the 
next budget, for example, in both forms. If the committee approved 
it, it would be appropriated in the new form. 


REPROGRAMED FUNDS 


Mr. Manon. In response to questions by Mr. Sheppard and others, 
did you place in the record the amount of funds reprograme sd in 1957, 
and the estimated reprogramed funds for fiscal 1958? 

Mr. McNet. Yes, sir. 

Mr. Manon. That is enough. I just want that information for the 
record. 

Mr. McNett. We did that for 1956, 1957, and the first half of 1958. 

Mr. Manon. If you could estimate the chi anges like the difference 
between buying an F-102 and an F—105, or something like that that 
might be helpful at some place. 

Mr. McNett. I will endeavor to get that, but any such figure 
would be an estimate. 

We have some background information on it. 

Mr. Manon. Please see what you can work out without too much 
trouble on that angle. 

Mr. McNeiu. Very well, sir 

(The information requested follows:) 


CHANGES WITHIN BupGet ACTIVITIES OR PROGRAMS 

The data on reprograming cover the aggregate net change in the value of each 
of the budget activities or programs within an appropriation. In those cases in 
which su stitutions or changes are made in individual items within a budget 
activity or program, any difference in the aggregate value of the items involved 
would change the value of the budget activity as a whole and would, therefore, be 
reflected in the reprograming report. Since changes within budget activities or 
programs take place concurrently with changes between budget activities or pro- 


grams, it is not feasible to isolate the former type of change and assign a separate 
dollar magnitude to it. 


LIVING WITHIN EXPENDITURE ESTIMATES 


Mr. Manon. You are estimating an expenditure in fiscal 1959 of 
$40,300 million? 

Mr. McNett. Yes, sir; that is correct. 

Mr. Manon. And you have just testified that the total availability 
of funds from previous years and otherwise, including this budget, 
would be for fiscal 1959 about $72 billion? 

Mr. McNetz. Yes, sir. 

Mr. Manon. You cannot limit expenditures to $40.3 billion unless 
you have some sort of expenditure ceiling or limitation or guidelines. 

How do you plan to live within that arbitrary figure? 

Mr. McNett. Well, it is not a completely arbitrary figure at all. 

Mr. Manon. I do not mean “arbitrary”; probably I should say 
that ‘‘fixed’’ figure. 

Mr. McNeit. Based on our planned volume of contracting for 
construction, research and development, procurement and for other 
activities, and our overall expenditure estimates, the carryover of 
unexpended balances into fiscal year 1959 would be about $32 billion. 

Mr. Manon. Unexpended? 
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Mr. McNet. Yes, sir; we know that the “military personnel’ 
accounts and the “Operation and maintenance” accounts will spend 
out about the same amount as the appropriations. We know that 
at the end of 1959 there will be about $6.7 billion of the total carried 
over unspent that will be unobligated and set aside to complete things 
underway or will represent contracts in process of negotiation at the 
end of the year. 

That leaves about $25 billion at the end of the year that would be 
subject to fluctuation, and we believe that $25 billion unspent or 
unliquidated or shown as unliquidated obligations would be a natural 
result of this volume of contracting without the spending figure being 
an arbitrary limit. 

Mr. Manon. As you know, you gave the committee last year a long 
list of actions which were taken to hold down defense spending, the 
object being to keep within a certain expenditure limitation. 

Now, are you getting yourself in the position where you will have 
to do that again, but on a Jess drastic scale, perhaps? 


REEXAMINATION OF FISCAL YEAR 1959 EXPENDITURE ESTIMATE 


Mr. McNett. Well, are trying to go through the various pro- 
grams and revalidate the $40. 3 billion estimate, which was not arrived 
at as a ceiling figure. There are indications that this, just on a cold 
evaluation, could be $40.5 billion or $40.€ billion, although no one is 
sure as yet, but we hope in the next couple of weeks to be able to 

validate the $40.3 billion or change it to whatever the likelihood of 
waiter would be. 

But, we are not in the position we were this time last year. 

Mr. Manon. As you know, in fiscal 1957 you or the Bureau of the 
Budget or someone underestimated, defense spending to the extent 
of nearly $2 billion. 

Mr. McNetu. Yes, sir. 

Mr. Manon. If you underestimate what the spending might be for 
fiscal 1959, would you hold the lid on this, or would you let them spend 
ir, or project themselves as is normally done in the light of large ac- 
celerations, delivery schedules, and so forth? 

Mr. McNeru. I would say that there are two things: The $40.3 
billion is not a fixed figure. It is a target or estimate. The reason 
for the current study is to see if we can either validate this estimate, 
or change it so that it is as realistic as we can make it. I think that 
the $36 billion figure which was shown in the budget for the year you 
mentioned was an arbitrary markdown from a Department of De- 
fense estimate which was somewhat higher. 

Mr. Manon. I understand. 

Mr. McNetu. I think the Department of Defense erred a bit in 
not making more of an issue of the arbitrary $36 billion figure, at the 
time, although this committee did question the figure. I believe 
Secretary Wilson told you that was a target, and that he did not 
think he would make it. But this estimate of fiscal vear 1959 ex- 
penditures was not arrived at as was the $36 billion. 

The $40.3 billion is the best estimate that anyone could make as 
of December. By that, I mean the $39.8 billion shown in the Presi- 
dent’s budget plus the supplemental amount of $556 million. 
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The thing we are trying to determine now is whether the tone and 
urgency that exists today can have an appreciable effect on the pro- 
grams outstanding within the amount of expenditures shown in the 
original budget estimate of $39.8 billion, and if it could be off to some 
extent. We are trying to find out if the present schedules, tone, and 
urgency would affect this figure. 

Mr. Manon. If there are any further developments prior to the 
time you have checked your remarks, I wish you would feel at liberty 
to put them in at this point in the record. 

Mr. McNett. Very well, sir. 

(Note: No further information was submitted.) 


FISCAL YEAR 1958 EXPENDITURE ESTIMATES 


Mr. Manon. | assume that it is correct to say that the Department 
of Defense is still today, on April 22, 1958, living under an expenditure 
ceiling of sorts; in other words, the ceiling which was imposed of $38 
billion or something in excess of $38 billion last year, has been relaxed, 
but the services have not been given complete freedom to obligate 
and expend the funds presently available to them. 

Mr. McNett. I believe, sir, you are in part wrong. 

Mr. Manon. I wish you would explain why and how. 

Mr. McNett. The figure was $38 billion as a definite ceiling in 
October 

Mr. Manon. You just said it has gone up to so much. 

Mr. McNet. To $38.9 billion, and recently that was increased by 
$260 million, making the current estimate $39,160 million because 
the Navy programs were spending out faster and would have 
required further cancellations and adjustments to stay within the old 
estimate. I would like to say that in the adjustment made last fall 
the amount that Navy had estimated was, we thought, tight, but was 
practicable. The Navy’s estimate at the time was included in full. 
But in the case of the aircraft account, spending continued at a higher 
rate and would have required cancellations to stay within the figure. 
Therefore the largest figure was increased by another $260 million 
within the last 60 days. We think, therefore, that the $39.12 billion 
is a good estimate for this year, although I doubt if the total will 
exceed $39 billion this year. All of the individual estimates, however, 
add to $39.12 billion. 

So, while Navy is being ultracautious, I know of no other pres- 
ently 

LARGE UNOBLIGATED CARRYOVER IN AIR FORCE ‘AIRCRAFT 

RELATED PROCUREMENT” 


AND 


Mr. Manon. The Air Force, for example, in the account “Aircraft 
and related procurement,” had an appropriation for fiscal 1958 of a 
very considerable sum and an amount running into several hundred 
millions of dollars was applied to the 1959 budget and is not being 
spent or obligated. 

Mr. McNett. That is correct. It is almost $600 million. 

Mr. Manon. I thought it was about $500 million. 

So, how can we say that we are not operating now under an expendi- 
ture and obligation ceiling that is to some extent arbitrary? 





274 


Mr. McNett. I think I see what you mean there. In the case of 
the Air Force procurement account the buying plan was laid out under 
an expenditure ceiling; you are correct, sir. 
The expenditure ceiling, however, was not high enough to cover 
even the residual expenditure even though an attempt was made to 
adjust the prograrn to come within it. It did not do it. 
In making up the budget last year, we were still working under an 
expenditure figure, but it was changed to a target, but it still had the 
elements of a ceiling, although the amount was increased considerably. 
In the buying plan for 1959 there was almost $600 million in that 
appropriation that was used as a credit, to the 1959 buying plan, and 





| to that extent, we have not used during the current fiscal year all 
ii the financial resources that were available. 

i Now, however, as to all of the rest, it has been apportioned and 
| made available and it may be that it will not all be obligated although 
yi there are no restrictions against obligating all shown in the financial 
il plan, our plan still calls for gross obligations of $43.8 billion for all 
i] accounts this year. 

i In that particular account, “Aircraft and belated procurement,” 
i about $8 billion is authorized for obligation for this year. 

i I mentioned this morning that in the case of construction for 


example, for the Air Force, the plan called for the obligation of 
$1,345 million this year. The Air Force tells us now that it is un- 
likely that they will obligate over $1 billion. 

We are still leaving the $1,345 million available so that, if they can 
make it, they have the funds. 

Mr. Manon. We have referred to about $600 million in the fiscal 
year 1958 budget, which is being withheld from both obligation and 
expenditure in the Air Force in one account; namely, the ‘Aircraft 
| and related procurement.” 


Mr. McNetu. Yes, sir. 
OTHER UNOBLIGATED CARRYOVERS 


Mr. Manon. Are there any other comparable items in the Air 
Force—not so large, but comparable—in any material way in the 
Air Force or in the Navy or the Army? 

Mr. McNet. There are no others in the case of the Air Force; in 
fact, it is in the other direction. 

In the other accounts of the Air Force, as in the case of construction, 
the opposite would be true. 

In the case of the Army there could be a question of up to $205 


million, which was in the form of anticipated reimbursements, and 
which was discussed at some length this spring, and in the case of 
the Marine Corps, $125 million. 

Mr. Mauon. | believe we did discuss that at some considerable 
length at an earlier date. 

Mr. McNett. Yes, sir. 

Mr. Manon. We can make reference at this point to the point in 
the hearings where that was discussed, and not pursue that further 
at this time. 


(The material referred to appears starting on p. 314 of supplemental 
defense appropriations for 1958.) 
Mr. McNutn. Yes, sir. 
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POLARIS SUBMARINE PROGRAM 


Mr. Mauon. I would like to ask another question or so: 

You made the decision to finance for fiscal 1959 a total of 5 rather 
than a total of 9 POLARIS submarines. The Navy had requested 
the Department of Defense to go along with a 9-POLARIS submarine 
program but we actually have a 5- POLARIS submarine program. 

Who did that? 

Mr. McNett. I would say it was the Secretary of Defense and the 
President, based upon recommendations of the Joint Chiefs of Staff. 

Mr. Manon. Do you know what some of the basic facts were? 

Of course, we can ask Mr. McElroy about it when he appears before 
the committee. 

Mr. McNett. I think it would be very proper to ask him, but I 
think that in considering the state of development and the overall 
size of the effort that should go into defense—and I want to emphasize 
the state of development—and the fact that the first complete 
POLARIS missile has not been fired as yet even though certain tests 
look very good, that this seemed to be the prudent thing to do at 
this time. 

Mr. Mauon. If the Congress should see fit to increase the request 
and provide for a total of 9 POLARIS soige. ear we would have to 
increase the appropriation, we are told, by about $800 million. 

Mr. McNett. That is about right, si 


ARMY END STRENGTH 


Mr. Manon. I am told if we should support an Army strength of 
900,000 men it would cost about $750 million, or three-quarters of a 
billion dollars more. 

Mr. McNett. I do not believe we furnished that figure to the com- 
mittee. Any such figure would include considerably more than just 
the direct costs of additional personnel. 

Mr. Manon. Someone has furnished it, but you can validate that. 

Who decided that the Army strength should go down to 870,000? 

Mr. McNett. That was done last fall as part of a rather long study 
that included the recommendations of the Chiefs, and discussions by 
the National Security Council—in fact, extended discussions by the 
National Security Council—following the idea—and this applied to 
Army, Navy, Air Force, and the Marines—that as we go along with 
this more expensive equipment and much more capé able equipment, 
we could expect the overall size of the forces to decline. 

It was a part of that whole general philosophy or concept. 

Mr. Sixes. Mr. Chairman, may I ask a question? 

Mr. Manon. Yes, sir. 

Mr. Sixes. Mr. Secretary, was that based upon a feeling that 
danger is lessening in the world or is it a decision that the newer 
weapons should take a larger share of the defense pie? 

Mr. McNet. I think one element was the latter. Another element 
was that, with this newer equipment, the forces that were kept were 
more powerful and more effective per unit. 

Mr. Norretu. Mr. Chairman, let me ask a question off the record, 
if you will. 

Mr. Manon. C ertainly. 

(Discussion off the record:) 
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NO PRESENT EXPENDITURE CEILING 


Mr. Manon. I want to be sure that I understand the degree of 
liberty the services will have in obligating and expending funds in 
fiscal year 1959. I have asked about ‘this atime or two. You could 
say to the services, ‘‘We want you to try to live within certain limits, 
and make your programs that way and ask the manufacturers to make 
their deliveries according to a certain plan, then you will not exceed 
certain expenditure limitations.”’ Is there anything like that in this 
picture? 

Mr. McNetu. Not as such. I think that is one of the real advan- 
tages of supplementing our presentations to you in detail with a sum- 
mary financial plan, which, for 1959, gives a very clear picture of 
everything. Today, for example, the direct obligations this coming 
year are planned to be $42.6 billion as against this appropriation of 
$40.7 billion. 

I know of no thought or thinking that that total plan of $42 billion 
will be changed. I know of nothing of that sort. 

The estimate of expenditures of $40.3 billion plus which would 
result from that kind of a program next year could be off 200 million 
dollars, or 300 million dollars or so. I would say that if it were, and 
if the things that would have to be done to come to $40.3 billion 
should not be done, they won’t be done. If they do not seem too 
vital and too important, yes, it may be that the desirability of staying 
in the neighborhood of $40.3 billion or a little over would prevail. 
But it is still intended to be the best estimate without being a ceiling. 


NO ESTIMATED UNPROGRAMED CARRYOVERS 


In this amount of obligations, we are for the first time in several 
vears going out of the coming year without unprogramed carryovers, 
unless there is some small part of the military assistance program 
which develops reimbursements that we do not know about at the 
moment. Otherwise every asset that we have, including the appro- 
priation we have requested, has been pretty carefully worked out so 
we can finally balance out our program. 


LANGUAGE CHANGE IN PRODUCTION AND PROCUREMENT APPROPRIATION 
TITLE 


Mr. Manon. I would like to change to another subject. 

In reducing defense appropriations, one must proceed with great 
care lest he place himself in the position of being opposed to the ade- 
quate defense of the United States. 

With respect to that, I would like to call your attention to the 
language in the appropriation for the Army which we have called in 
previous years “Production and procurement. 

What do we call it in the present budget? 

Mr. McNet. ‘‘Procurement of equipment and missiles.”’ 

Mr. Manon. A large amount of the money in this fund has been 
used for procurement of tanks. We have never said procurement of 
equipment and tanks. 

Mr. McNett. No. This was advocated as being a more descriptive 
title. I understand the scope of the appropriation itself has not 
changed. 








Mr. Scrivner. This has more popular appeal, Mr. Chairman. 

Mr. Manon. The only thing that is 1eal and specified in there is 
missiles. You say equipment. Equipment might be anything. It 
might be equipment for missiles. If Congress cuts that one dime it 
will be said that we cut missiles, whereas the cut might apply to 
machineguns 


ELEMENTS IN ARMY PROCUREMENT AND PRODUCTION APPROPRIATION 
IN FISCAL YEAR 1958 


General Moore, | want you to work with this committee in analyzing 
the elements of appropriations for production in the Army last year. 
Let us see where the large bulk of the money has gone. There were 
big blocks of money. 

General Moore. Yes, sir. 

Mr. Manon. I want you to get from the various services some 
analysis of the large blocks of funds in these areas W here we are how 
using missiles. 

Mr. MecNet. I can give it to you right this minute, sir. 

Mr. , LAHON. In order to be abl to weigh the que stion of how we 
may want to put the language in the bill 

General Moore. Yes, sir. 

Mr. Manon. All | want you to give us are the facts, You do not 
have to make any recommendations to us. 

Mr. McNett. Missiles are about 40 percent 

Mr. Manon. In the Army? 

Mr. MeNer. In the Army. 

Mr. Manon. | want to get into that and see without doubt if the 
recommended change is completely meritorious. We could continue 
to call it production and procurement and we could be more genera] 
in the language and be well within the limits. IJ want to get into that 
in the other fields in order to see whether or not we want to go along 
with this language. 

Mr. McNeiu. I had this checked with the Treasury, because 
sometimes if vou change the wording of the title you have to start a 
new appropriation, which makes for some confusion. I was informed 
that this change did not require the establishment of a new title in the 
Treasury in any way, shape, or form. 

Mr. Manon. Submit that information for the committee. I do 
not know whether we will place it in the record, but we should have 
it for the use of the committee so we can weigh that matter. 

Mr. Sikes. Mr. Secretary, let me say that I subscribe to what my 
colleagues have said about the very fine work that you do and the 
excellence of the statements that you give to us. They show a great 
deal of thought and care in preparation and we commend not only 
you but the members of your staff who help to assemble that material. 


MORE REALISTIC COST ESTIMATES AT INITIATION OF NEGOTIATION OF 
CONTRACTS 


I want to ask you a few questions about a matter which possibly 
is beyond the scope of any man’s control, but which is a disturbing 
thing to me, and I am speaking of the fact that nearly always a 
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negotiated contract shows an estimate at the time the contract is 
awarded that is considerably less than the final cost of that contract 
to the Government. 

Undoubtedly you have studied that, and I would like to know 
whether any efforts are current to bring about a more realistic cost 
estimate at the time that the contract is negotiated. 

I do not say that there is an indication that these low initial esti- 
mates could be a base for favoritism in the award of contracts, but 
there is a possibility that a low estimate could favor a company’s 
bid, when that company knows the final payment is going to include 
all the costs of the contract anyway. 

Mr. McNett. I would go back even before the period of contracting 
to touch upon another problem, just before that, and I will try to 
carry through. 

We are working on the problem. It is a difficult one. First, I am 
sure both previous Secretaries and the Secretary, would like to be able 
initially to consider proposals on the basis of good estimates. I think 
that applies to this committee also. I do not think it is fair, or the 

right way to do business, to propose, if we want to buy a hundred of 

this or a hundred of that and have a low price tag until you get started 
on the program and then suddenly wake up and find that ‘ T can only 
build the foundation. I can’t put on the roof.” 

That isn’t good business. 

I do not know that the problem is solely with negotiated contracts. 
It shows up there but I do not know that it is a negotiation problem 
that causes the trouble. I don’t know that there is favoritism from 
that standpoint, although I agree that there could be. 


DIFFICULTIES IN FORECASTING PRICE INCREASES 


The big problem—and I might mention one instance to you—is 
3 or 4 or 5 years ago we were very disturbed over the estimates on 
shipbuilc ling that were presented to you. 

The following year, I think if you will look at the record, it took 
about a third of the new appropriation to cover cost overruns on 
work that was outstanding. Today I think you will find the ship 
estimates in the last 3 years or so have been remarkably good, as 
forecasting design and engineering changes as well as price. Recently 
you have had very little problem about price adjustments in ship- 
building. A concentrated effort was made to cure a very bad situation. 
I think they are entitled to a lot of credit for doing it. 

Aircraft has been spotty. On an aircraft such as the B—52 I think, 
other than the initial estimates in 1952 and 1953, they have been 
pretty good. There haven’t been too many changes, although when 
vou get 400 of one model and then go into a new model, which is 
almost a new aircraft, you have a price change that I don’t believe 
might have been forecast a year before. 

What I am really trying to say is that price increases are not 
always subject to good forecasts. Design changes can in part be 
forecast and this is carried in estimate at roughly 5 percent. Some- 
times, however, before they get into the third year of production it isn’t 
the same article. There I cannot blame it on the negotiating process. 
Such price changes must be attributed to design changes and the fact 
you are buying something heavier, bigger, longer range. 
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In missiles we are working very hard to try to get a good “feel’’ of 
missile costs because the early guesstimates on missiles have not been 
good. We want very much to have the estimates presented to have 
some relationship to the end cost. Otherwise, I think you are missing 
one real element in making decisions as to which ones you should go 
forward with. 

I do not know any single answer to the problem except just re- 
doubling present intensive efforts, but I do not know that it is at- 
tributable to negotiating alone. I would go further back. 

Mr. Suepparp. If the gentleman will yield. 

Mr. Sixes. Yes. 


USE OF COST PLUS FIXED FEE CONTRACTS IN AREA OF NEGOTIATED 
CONTRACTS 


Mr. SuHepparD. Let me ask you this question, Mr. Secretary: Of 
course you know through your long association with me my aversion 
to the so-called fixed-fee contract. 

However, by and between the two issues, where you have to evaluate 
the one premise that here is a very large portion of a unit production 
that is in the unknown cost factor category. That is what the missile 
field is deve loping and where it is right now as I inte rpret it. 

Mr. McNett. That is right. 

Mr. SHEPPARD. Now that you are confronted with that, the next 
obvious thing is to find the best way to handle that unknown factor 
by a reasonable degree of control. 

Now, in your negotiated contract, to which my colleague, Mr. 
Sikes, is presently inquiring, you are in the unknown factor to the 
degree that the primary factor is unknown originally, so as a negotiator 
the very best you can do is to negotiate in a hypothetie al field of 
establishing a fixed amount. 

Mr. McNeiu. That is correct, plus the fact, sir, that with our new 
types of equipment we are really dealing with one group. 

Mr. SHepparpb. That is correct. 

Mr. McNer. It isn’t like buying two competing articles which 
had been developed and for which there was some production ex- 
perience. 

Mr. SuHepparp. If you had a reasonable degree of accurate inspec- 
tion, would or would not the cost plus fixed fee feature be more appli- 
cable to this unknown field than that of the negotiated groups? 

As much as I dislike both of them, I am hoping for the lesser evil. 
What is your reaction to that? 

Mr. McNet. I think you have a point there, sir. It was only a 
few years ago until we had these so-called negotiated fixed price con- 
tracts in research. Very few are so handled today. They are now 
mostly on a cost-plus-fixed-fee basis. Maybe we do not like cost- plus- 
fixed-fee type contracts but it still seems better than so indefinite 
so-called fixed price contracts for such purposes because such a contract 
is really a cost-plus-fixed-fee too, except you do not have the same 
control. In several of the missile contracts today in the initial stages 
they are cost- plus-fixed-fee, where they would have been of the nego- 
tiated fixed-price type 5 years ago. So it has moved that direction, 
perhaps not far enough, but again many people have the same aversion 
you do to the cost-plus-fixed-fee principle, but it seems the best way 
out and is being used to some extent today. 





i 
| 
| 





meer? 





280 


COMPETITIVE BIDDING IN OVERHAUL CONTRACTS INVOLVES 
CONTINGENCY FACTORS 


Mr. Suepparp. You find this situation again, Mr. Chairmen. For 
eXi imple, here is a B—52 which we must overhaul and repair. There 
isn’t any individual that can literally determine the degree of overhaul 
and repair necessary in that plane until you get inside of it, tear it 
apart, and see actually what has to be done. Yet we throw it out in 
the competitive field of negotiated contracts. 

Frankly, | wonder how stupid we can get. The minute a contractor 
does that, if he is a good businessman, that human equation enters, 
self-preservation, and he is going to bid with a reasonable caution to 
protect himself against eventualities or he goes out of business. 

Mr. McNet. He has to have an adequate contingency amount or 
else. That is an excellent thought. I am glad you brought up the 
subject. It will be one of our subjects for further examination. 


COMPARISON OF INITIAL ESTIMATES AND FINAL COSTS 


Mr. Sixes. To what extent do you attempt to analyze the differ- 
ence between the initial estimate of the cost-plus-fixed-fee contract 
and the actual final cost of that contract? 

Is there anyone whose job it is to delve into and attempt to assess 
the reasons for the differences? 

Mr. McNett. Within Army, Navy, and Air Force, they do quite a 
lot of that work. We try to look at them periodically, and by periodi- 
cally IT mean when we prepare the budget, when apportionments are 
made and to some extent in between, and it was in this type of review 
that we got into this ship problem. The Navy Department took 
pretty strong steps and finally fixed it so that in that area estimates 
are now, I think, remarkably good. 


BUDGETING PRACTICES THAT DO NOT ALLOW FOR PROSPECTIVE COST 
INCREASES 


In the stable type of equipment, there are still cost increases over 
the estimates. A part of that is a carryover of an old rule. In the 
late forties and early fifties it was the general rule that you wouldn’t 
budget for cost increases that had not occurred. Yet we have lived 
for the last several years in an area where an increase of perhaps 3 
percent a year would be reflected in the average manufacturing index 
across the country. Yet, many pcople are still trying to carry out 
the old rule, if you want to call it that, of making their estimates on 
the basis of the best known facts at the moment, but not forecasting 
an increase in wages, material, freight, et cetera, and yet we have it. 
Those are our biggest areas of difference at the moment. During the 
life of a program, which in many of these accounts is 3 years, it has 
ment differences of 10 percent or more in some periods. 

Well, if the cost change has been 12 percent for an article in the 
last 3 years, I could account for 10 percent of it by increases in the 
manufacturing index that have nothing to do with controllable things 
in the Department of Defense. As I mentioned ships were, several 
years ago, the worst example and it was corrected and in other areas 
we are working very hard. 
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In this budget business you have a peculiar problem in that if we 
were to forecast a 10-percent increase in cost in the B—52’s that were 
in the supplemental before they are delivered, are we encouraging 
inflation or are we not? Maybe we are just as well off to try to see 
if we can stay at the same relative price level, countrywide, and make 
necessary adjustme nts the following year or two although I do not 
like soft estimates. 

Mr. Stxes. That is all, Mr. Chairman. 

Mr. Manon. Further questions? 

Mr. WicGLeswor7H. Myr. Secretary, | think you have viven us a 
verv comprehensive statement. I want an opportunity to study i 
because I have not had that opportunity as yet. 

I have just a very few questions. 


TOTAL OBLIGATIONAL AUTHORITY 


As I understand it, the total obligational authority for fiscal 1959, 
including items being transmitted later to the committee at this time, 
is $40,737 million. 

Mr. McNett. All of that is not before your committee yet. 

Mr. WiccLeswortu. Including what is to come before the com- 
mittee later? 

Mr. McNet. Yes, sit 

Mr. WiccLeswortH. That compares with a figure of $36,065 million 
for 1958 including the supplemental, or $35,399 million excluding the 
supplemental. 

Mr. McNetu. That is correct. 

Mr. WiaGieswortu. In other words, if the requests before this 
committee and those to be submitted later should be approved in full, 
we will be giving the armed services an increase of $4,078 million, as 
compared with the 1958 funds, including the supplemental, or an in- 
crease of about $5,338 million, as compared with the funds made 
available in the regular bill, exclusive of the supplemental. 

Mr. McNett. That is correct, sir. The only qualifving remark I 
could make to that would be that in last year we had unprogramed or 
unobligated money that could be applied to a greater extent than we 
have for 1959. 

Mr. Wiaeieswortu. A very large percentage of the increase seems 
to be included in comparatively few items, such as, for instance, ARPA 
missiles, aircraft and related procurement, ordnance and ammunition, 
and pay adjustment. 

Mr. McNer. That is correct, sit 


UNEXPENDED BALANCES 


Mr. Wiaeieswortu. I further understand that you anticipate an 
unexpended balance of June 30, 1959, of $32,428 million, or about the 
same amount as you anticipate at the end of this fiscal year. 

Mr. McNetu. That is correct, sir. 


UNOBLIGATED BALANCES 


Mr. Wiaciesworts. Of that $32,428 million, some $6,728 million 
is anticipated to be unobligated. 
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Mr. McNemw. That is correct, sir. 

Mr. WiceLeswortu. As compared to about $8 billion at the end 
of the current fiscal year. 

Mr. McNett. Yes, sir. 

Mr. Wiae. ESWOR vTH. What will be the status of that $6,728 million 
unobligated money? 

Mr. McNett. Of that total, $4.9 billion would represent business 
in the process of negotiation, advertising, et cetera, at June 30, but 
which could not under section 1311 be properly recorded as obliga- 
tions. 

The balance remaining would be reserved to complete ships, air- 
craft, and programs which you have authorized and funded, but the 
funds for which do not have to be released for contracting, for con- 
tract negotiations at June 30, 1959. 

Mr. Wiaeiesworts. In other words, if I understand you, the 
whole amount of $6,728 million will be committed under the full 


funding principle for programs already approved and in existence’ 
Mr. McNetu. That is correct, sir. 


METHODS OF INCREASING FLEXIBILITY 


Mr. Wiaecieswortu. I thought your testimony in respect to flexi- 
bility was both interesting and helpful. 

You suggest three methods by which added flexibility may be 
afforded if it is determined to be necessary: You mention the emer- 
gency fund method, the limited transfer authority method, and the 
smaller category of appropriations method to provide flexibility within 
each category. 

I would like to say for the record that as far as I personally am 
concerned, I prefer methods 1 and 2 to method 3, because I think 
that every time you cut down the number of categories of appropria- 
tions from the point of view of this committee, it becomes more 
difficult to exercise effective control. 

I have felt for some years that the Navy appropriation was easier 
to control because of the very fact that they had a larger number of 
items of appropriations that either the Army or the Air Force. 

Mr. McNett. A change in structure would not diminish control; 
it could be the same under either structure. I think I understand 
your point, however, 

In any case, you must follow pretty closely the programs within 
either structure. There are times when the Army or Air Force type 
of maintenance and operation structure is of assistance. I recall 
about 1952 when in the maintenance and operation of ships there 
were some $30 million that could have been made available for air- 
craft flying hours in April, May, and June. It would have just 
about balanced off. It was too late to work out a supplemental, and 
aircraft were grounded in June, which we would not have had to do. 
Those are not big items, but they are important. 

I recall that this committee did grant the Navy in the 1947 Appro- 
priation Act a 5 percent transfer authority between appropriations. 

Mr. WicGieswortH. That would be method No. 1. 

Mr. McNett. Yes, sir. I told Secretary Pasrestél that, “Now, 
listen, the Congress is very good to give us this 5 percent transfer 
authority. We must use it with restraint if we are to have it con- 
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tinued.”” He agreed. Admiral Nimitz agreed. We did use it with 
restraint, because of the $200 million possible transfer authority out 
of that $4 billion appropriation we used $4 million of it. However, 
we did not get transfer authority next year. Even my preaching that 
if we use it with restraint we will get it continued didn’t work out. 

Mr. WiaGiteswortuH. That is all, Mr. Chairman. 

Mr. Manon. Are there any further questions? 

Mr. Scrivner. Yes. I agree with other members of the com- 
mittee, Mr. Secretary, that the statement which you have made boils 
down the program before us into rather simple and understandable 
terms and figures. 

There are one or two points though that I would like to discuss 
just very briefly. 


COMMENDATION OF EFFORTS TO REDUCE CARRYOVERS 


First, I do want to commend everybody that has participated in 
the job. They are to be commended on the fact that we are finally 
getting the unobligated carryovers down to a pretty reasonable figure 
from—What is it now? It will go down around a little better than 
10 percent or maybe about 15, which is looking forward as many 
months as we have to, just about as good as you can do, and when 
you have a program this large, you cannot get everything done and 
completed, wrapped up and tied with a pretty bow about it by the 
30th of June. You never will. 

So at the end of the fiscal year, you will always find 10, 15, or 20 
percent of your program still in the stage of being worked out, but the 
figure now is getting down 1auch better that we have had it for a long, 
long time. I think the committee has played a pretty fair part in that 
in insisting that it be done, and those in the Department who have 
carried out that request, of course, have made it possible. 


CURTAILMENT OF “JUNE BUYING RUSH” 


Mr. McNeiu. May I add, Mr. Scrivner, that we got rid of one 
bugaboo that we used to have. Remember the old June buying rush? 
I do not think you hear about that any more. 

Mr. Sertvner. No; and that is good. Part of it is the apportion- 
ment program which does sometimes cause some difficulty and, while 
there has been some complaint about it, my recollection is that was as a 
result of legislation which Congress passed anyway, and so if there is 
anything wrong with it, Congress ought to change it and not be blam- 
ing somebody down at the Pentagon or the Bureau of the Budget for it. 


OPPOSITION TO ONE-LINE APPROPRIATIONS 


Then we were discussing some matters off the record that related 
to some experiences encountered in Air Force Operation and Main- 
tenance which demonstrated to me that the position taken by the 
committee for so many years in opposition to one-line appropriations 
is well founded because, without going into any more detail about 
what was discussed, it was shown that when the entire figure for Oper- 
ation and Maintenance was made available, immediately after the bill 
was passed, the results that occurred indicated that that was not good 
practice. 
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Mr. McNew. Of course, administratively this year we are trying 
to see that the amounts which the committee heard by their eight 
major programs are carried through or there is a report made. 

Mr. Scrivner. Perhaps what I was doing was making more or less 
of a prediction, warning, or whatever you want to call it. While I 
cannot speak for most members of the committee, somebody will find 
if there is ever any attempt made to have what has been called a one- 
line appropriation, they might just as well forget that idea right now. 
We are not going to buy it. At least I will not. 


ACHIEVING FLEXIBILITY UNDER CONGRESSIONAL CONTROL 


Back to one other point: Some place between here the inflexibility 
which we have found in the Navy situation which you discussed, and 
in the Air Force situation which you discussed, we should be able to 
arrive at a fairly workable medium. Some ‘where between the two, 
maybe not as inflexible as the Navy or not like the Air Force program. 

Mr. McNett. I wanted to add, Mr. Scrivner, I think Air Force 
is carrying out their plan this year just about like you people heard it 
last spring, and it is working all right, although there are objections 
to restrictions by eight program accounts. 

Mr. ScrivNER. Sure you are going to. 

Mr. McNeru. We keep hearing stories that we are the ones that 
cause the trouble. It is the only way I know of however, to keep 
faith with the Congress and manage the program properly. 

Mr. Scrivner. If the Congress has any control at all, we have got 
to maintain pretty much the practice we have in the past, if we are 
going to know anything about what is going on and pin anybody 
down to any even remotely fixed program, it has got to be just that 
way. 

Mr. McNei. Secretary Wilson felt that way last July and that is 
the reason that was instituted. 

Mr. Scrivner. We have demonstrated through your figures and 
through questions and answers here that, contrary to the opinion 
of many, that there is a rather considerable flexibility in the program 
as it now operates, while the percentage may not be big, it does run 
into billions of dollars and there has been some talk about some 
budget presentation next year that would permit greater flexibility, 
but my own position is right now that I want to look at it with a lot of 
salt. I want to look at it with a pretty cold eye, because after we get 
through, this committee may suggest they present their budget as 
they have in the past and we will not consider it, and a new formula 
calls for too much latitude. 


SUGGESTED GREATER UNIFORMITY AMONG BUDGETS OF THREE SERVICES 


Then another suggestion I would like to make is this: In view 
of the discussion we have had, both on and off the record, a greater 
effort should be made in the Department of Defense to make the 
budgets of the three services a little more similar in form. 

Their activities make some of the changes necessary, but there are 
a great many of them that might just as well come in so that as we 
talk about one we can talk about the other in the same form. 
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ITEMS PROCURED UNDER EMERGENCY FUND 


Finally, we have referred to the emergency fund. I don’t have as 
much time to talk about it as I would like in view of the rollealls 
pending, but | have not seen the list of all of the items which were 
financed by the emergency fund. One or two of them about which 
| did hear. I had a question in my mind as to whether the use of 
those funds was exactly as we had anticipated they would be when 
we provided for it. In other words, they were just to be there in 
case of some unexpected and important breakthrough in our research 
and development program so that there would be something that you 
could turn to and have the money without any delay, so that you 
were kept alive immediately upon a breakthrough. 


EXTENSION OF EMERGENCY FUND CONCEPT 


Finally, Mr. Mahon suggested perhaps an increase in the emer- 
gency fund. I take a dim view of that because if we go too far, if 
we go beyond the realm of research and development and perhaps 
test equipment, then all we are doing is giving a pad of several hundred 
million dollars to the appropriations. I just do not care to buy that 
expensive a pig ina poke. [| would like to know as far as I can what 
[ am going to be called upon to appropriate the money for. 

With those observations, I have no further comment, Mr. Chairman. 

Mr. Minter. Mr. Secretary, I share the opinion of the members 
present that this has been a very helpful presentation. 


LIMITATION ON EXPENDITURES FOR PROCESSING AND. DISPOSING OF 
SURPLUSES 


There is one point on which I want to get your comment. It was 
suggested the other day in the discussion of chs anges in language that 
if we removed the limitations on the expe ‘nditures for processing and 
disposal of surpluses, it might help ina considerable speedup of 
disposing of obsolete or obsolescent stocks and reduce warehousing 
costs. 

Mr. McNett. It would very much, sir. 

Mr. Miuuer. If those limitations were removed, do you think it 
would generate an appreciable increase in income for reallocation of 
funds that might be produced by this speedup in the disposal of sur- 
pluses? 

Mr. McNett. Not too great, sir. First, two problems are involved 
in the point you brought up. One is the limitation. That is not the 
sole problem. J think the change provides a slightly different method 
of operation than we have had in the past. This committee has 
provided each vear about $35 Tnilion or $40 million—this year the 
request if for $49 million—in a limitation account where we could 
use the proceeds of sales to cover the costs of pre paration for sale 
and salvage. At that time we thought that would work pretty well 
because much of the work done in preparation for sale and salvage 
was already being done under ‘‘Operation and maintenance” appro- 
priations. 

Mr. Minter. They limited that, as I understand it 
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Mr. McNer. That is correct. The Comptroller General in 9 
decision said that inasmuch as Congress provided this limitation 
account, it was the only account that could be used for this purpose, 
Therefore, in the normal work in posts, camps, stations and depots, 
you should not use any of your normal force to do the work, for 
example. That has created an obstacle to doing some of the work 
which is quite necessary. 

We believe that a system where the work is done under O. and M.,, 
to the extent that you can identify the costs as relating to the prepara- 
tion of getting this material ready for sale and selling it, there should 
be no limitation. We think it would be very helpful. 

There is an automatic control built into the language we propose, 
and that is that no O. and M. appropriation account could bill the 
proceeds account unless it is sufficiently supportable to be cleared by 
the Comptroller General and his audit. That is a built-in control 
which perhaps does not show. 

I think the proposal would generate some net proceeds. The 
amount will not be great. By “great,’’ I mean it could be $100 
million in a year. It might be $150 million, and it might be $200 
million. I would not forecast it to be anything like $300 million or 
$400 million or above. 

Mr. Mitter. It would not particularly affect the cash position, in 
other words. 

Mr. McNezr. No. It is very much as a sale of equipment to Ger- 
many for cash, for example, because some of the older equipment we 
would sell for cash would be sold at, say, 50 percent of initial cost. 
So this is really no different in basic principle to the practice and pro- 
cedures now existing. 


SUGGESTIONS IN DISPOSAL FINANCING 


There are two points involved. One, which is awfully important, 
I think, is that the O. and M. account be reimbursed from this proceeds 
account for the cost of getting it ready for sale and selling it. We 
think that there would be some incentive, however, by authorizing 
the second step, which is not mandatory. It is part of the proposal 
and it would be helpful if the proceeds were credited to the account 
which purchases that type of material. 

Mr. Miuuer. Do I understand the point there to be that the various 
services or the departments concerned would not be so reluctant to 
dispose of some of this borderline material which is on the shelves and 
getting something for it if they felt that the means to replenish it with 
something better might be forthcoming, whereas if there were not that 
idea of reimbursement to the particular account, they might be reluc- 
tant to get rid of something which was not too desirable but was better 
than having nothing in case of emergency? 

Mr. McNeru. That is right. 

(Off the record.) 

Mr. Miter. I gather in your opinion it would be good housekeep- 
ing to remove that limitation, and it would improve the fiscal position, 
even though it might not be a radical departure from what we have 
done in the past. 

Mr. McNetu. Yes, sir. It probably would not be over 5 percent 
of the amount sold in the past. 








bo 


87 
COMMENDATION OF COMPTROLLER’S STAFF 


Mr. Manon. Mr. Lehrer, I have always found you people very 
helpful to us in supplying the information that we require. How 
long have you been working in the Pentagon? 

Mr. Leurer. I have been with Mr. McNeil for 10 years, sir. 

Mr. Manon. We were talking about backup witnesses. Who are 
some of the other people who work in this shop who help us assemble 
all of this information? 

‘“BOBBYGRAMS”’ 

Mr. McNEIL. Sir, in the Pentagon we have a system in our shop. 
It carries the title of “Bobbygrams.” 

Mr. Manon. I see. 

Mr. McNett. “Bobbygrams” get the same treatment as_high- 
priority, urgent telegrams in our shop. The title comes from the 
fact that the source of the inquiry is usually by or through Maj. Gen. 
Robert S. Moore. Just by accident I have some with me. A sample 
“Bobbygram”’: “Will you please get me a copy of the list referred to in 
the attached letter from Congressman or Senator So-and So,”’ and so 
forth. They get action. 

Mr. Lehrer, Mr. Blaisdell, Mr. Lanman, and their staffs really 
scurry when they cet a” sobbygram.”’ 


COMMENDATION OF COMPTROLLER’S STAFF 


Iam very proud of the people I have. They seem to want to stay, 
although they tell me I am not as liberal on grades as some of my 
colleagues up and down the hall. I appreciate it very much because, 
if | may say so, my biggest job is driving them home in the evening. 
At 6:30 I want to go home. My conscience hurts me if they stay 
around, and I have a devil of a time getting them to leave. 

Mr. Manon. Thank you very much. 

Mr. Lenrer. If I may add, Mr. Chairman, we do have the par- 
ticular problem that, as backup for these hearings, we have to prepare 
the “Budget highlights” and these comprehensive tables which are 
monstrous jobs to get together, not just the typing, but getting all 
these figures to balance. Every time we have a hearing, my staff has 
the chore of working Saturdays, Sundays, and nights to get it done. 
They never do have the opportunity to get recognition as such, 
except occasionally Sunday off. 

So those people, for example, like Mr. Taylor, Mr. Maycock, Mr. 
Harvey, and Mr. Kovarik, do deserve recognition for the part they 
have played in being able to produce the material which we provide 
to you. 

Mr. Manon. These people who do not appear as major witnesses 
but who perform such a great service to the country deserve the 
thanks of the Congress, and I wish there were some more appropriate 
way that we could make our appreciation known and know more 
about their work. 

Thank you very much. 

Mr. McNetu. I would like, if I may, to see that this part of the 
record is brought to their attention. 


25095—_58——__19 
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DR. HERBERT YORK, CHIEF SCIENTIST, ADVANCED RESEARCH 
PROJECTS AGENCY 
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SALARIES AND EXPENSES, ADVANCED RESEARCH PROJECTS 


Program and financing 











In budget Revised esti- | Difference 
mate 
Program by activities: Research and development of ad- | 
vanced systems (total obligations ‘ $300, 000, 000 | $480, 000, 000 $120, 000, 000 
Financin 
Unobligated balance carried forward 4). 000. 000 40. 000. 000 
Appropriation (new obligational authority) - = 340, 000, 000 520, 000, 000 | +180, 000, 000 
Object classification 
In budget Revised esti- Difference 
mate 
Undistributed _. _- ; 4 _.| $300, 000,000 | $480,000, 000 |+$180, 000, 000 
A ppropriation introduction 
Fiscal year Fiscal year Fiscal year 
1957 1958 1959 
A ppropriation or estimate ne $520, 000, 000 
Transfer from ‘‘Contingencies, Department of Defense’’- $10, 000, 000 
Unobligated balance carried forward ; — 40, 000, 000 
Total obligations $10, 000, 000 $480, 000, 000 
I 1 ot t $10, Y $4 cu 


PURPOSE AND SCOPE OF THE APPROPRIATION 


The purpose of the appropriation, “Salaries and expenses, advanced research 
projects,” is to provide funds for advanced research and development as 
authorized by law in the fields of ICBM missile defenses, military recon- 
naissance satellites, military applications of space technology and such other 
advanced research and development as may be assigned. Additionally, and 
until such time as a civilian agency may be established, this appropriation will 
provide funds for starting certain civilian-type experiments and explorations in 
the field of space science and technology as are specifically authorized by the 
President pursuant to the provisions of section 7, Public Law 85-3825. 

To provide for the administration and management of projects approved 
under this appropriation, the Secretary of Defense established the Department 
of Defense Advanced Research Projects Agency. This Agency proposes to make 
extensive use of the facilities of the military departments, other Government 
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agencies and private industrial or university research groups wherever it is 
pelieved that the necessary technical competence exists for the conduct of 
its work in lieu of acquiring or establishing such facilities at this time. 

Thus, the major portion of these funds will be made available to the military 
departments, either by transfer or for direct citation, to perform work under 
the supervision and technical direction of the Agency. This includes funds for 
work to be performed by the military departments as well as that to be done 
by outside contract. 

“The $520 million requested represents about the level of effort in these fields 
that ought to be undertaken now considering all factors including the present 
state of the art. These funds do not include the funds which have been included 
in the appropriation requests of Army, Navy and Air Force for related programs 
such as Vanguard, Space Medicine, etc. These programs are currently under 
discussion to determine those to which the Advanced Research Projects Agency 
could make an important contribution and which, for these reasons, should prob- 
ably come under the direction of that Agency. 


Summary of program by category 


Program category Fiscal year Fiscal year Fiseal year 
| 1957 1958 | 1959 
: , 4 
Missile defense against ICBM donee ; $157, 400, 000 
Military reconnaissance stellites : es te 152, 000. 000 
Military developments for and applications of space tech- 
nol gy Jape iaine ieabaaniie : $1, 600, 000 138, 200, 000 
Other advanced research Be SSN ha ; 8, 200, 000 72, 000, 000 
Executive direction........... wtink condicmeewe RE Ae J 200, 000 400, 000 
Total. ices henner eae tenntealines sseaciasthiascndet inlet liat dba deliitascs 10, 000, 000 520, 000, 000 


EXPLANATION OF ESTIMATES 


1. Missile defense against ICBM: 
Fiscal year 195 7 
UU. RET <n a cr cede nk pecan ee eee cpmceeran ages on ae 
Un NRO a gs ae a eee $157, 400, 000 

The general direction of developme ntal efforts for an active missile defense 
system against the ICBM has been assigned by the Secretary of Defense to the 
Advanced Research Projects Agency. Work currently authorized will be car- 
ried forward by the Army and Air Force, and will be closely coordinated with a 
proposed modified plan to achieve an early operational capability. The funds 
requested in this estimate will enable the continuation, as a matter of urgency, 
of the following efforts: 

By the Army: System development to demonstrate the feasibility of achiev- 
ing an effective, active AICBM system in an electronic countermeasure and decoy 
environment (the NIKE—-ZEUS system). This development is limited to work 
on the missile and launch system and those acquisition tracking and computer 
components required for an integrated system. Provisions will be made for flexi- 
bility to incorporate discrimination techniques that may evolve from studies and 
development work being carried out by others. 

By the Air Force: Developmental efforts pertaining to early warning radars, 
tracking and acquisition radars, communication links between early warning 
radars and the active defense system and SAGE, and the data processing com- 
ponents required to form an integrated system. This program will be compatible 
with the design and performance characteristics of the NIKE-ZEUS system 
referred to above. 


2. Military reconnaissance satellites: 
Fiscal year 1957___ 
Fiscal year 1958 
Fiseal year 1959 


a a a a ee ee ge ise ae ee $152, 000, 000 

The need for timely and continuous intelligence information to assess a poten- 
tial enemy’s capabilities and probable intent has become more critical with 
advancements in missile and nuclear weapons technology. The concept of a 
Satellite intelligence system to collect and disseminate intelligence information 


is the result of numerous feasibility and design studies conducted over a 10-year 
period. 
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The program for which funds are herein requested will continue to be con. 
ducted by the Air Force, but under the general direction of ARPA. Full advan. 
tage will be taken of any breakthroughs or advances stemming from related 
research and development. 


3. Military development for and applications of space technology : 
Fiscal year 1957 
Fiscal year 1958 
Fiscal year 1959 


Rs Sen a a eee eee _.. $1, 600, 000 
oe asain: aka nda inlptan iataiecste ata toon 138, 200, 000 
In the brief time since ARPA was established, many proposals for important 
military-related space research have been presented. An initial program, while 
still tentative, is being reviewed within the Department of Defense. They in- 
clude important and urgent projects in the fields of improved propulsion, instry- 
mentation for military applications, data handling, phenomena of re-entry bodies, 
“man-in-space” and miscellaneous research and technical studies. While the 
funding requirements for this tentative program are in excess of the funds herein 
requested, further screening of projects and refinement of cost estimates should 
permit undertaking those of highest priority. 
4. Other advanced research: 
CRE PUGR IO 6 csince sic e teed “ee 
I MI I csc a eee acc lcs ica ase da noe: $8, 200, 000 
eee SHOR Te. oe ee ee eeeeemennae 72, 000, 000 

Section 7 of Public Law 85-325 authorized the Secretary of Defense to under- 
take, for a period of 1 year, nonmilitary space projects as approved by the Presi- 
dent. Under this authorization several programs have been initiated using 
funds made available in fiscal year 1958. These programs have been reviewed 
with representatives of the National Academy of Science, the National Science 
Foundation, the National Advisory Committee for Aeronautics and the Presi- 
dent’s Science Advisory Committee. These include both scientific earth satel- 
lites and efforts to determine our capability of exploring space in the vicinity 
of the moon, to obtain useful data concerning the moon, and to provide a closer 
look at the moon. Specifically: 

The Army Ballistic Missile Agency at Huntsville, Ala., has been requested to 
undertake 1, and possibly 2, lunar probes and to launch 2, and possibly 3, earth 
satellites, using modified JUPITER-C rockets. 

A program calling for 3 lunar probes has been assigned to the Air Force Bal- 
listic Missile Division, ARDC, Los Angeles, Calif. A THOR-VANGUARD system 
with a third stage to be developed will be used. 

The Naval Ordnance Test Station at Inyokern, Calif., meanwhile, was re- 
quested to develop a mechanical ground scanning system for use, when available, 
in lunar probes. 

The funds herein requested for fiscal year 1959 are necessary to complete the 
funding of these authorized programs and to permit additional projects in non- 
military space science and technology. 


5. Executive direction: 
ORT DRG TINGN seticimtiinttcs agate <iblt dotesatigetétentaaahivitd neds ‘i 


ata aaah aa el ates tena Meee lee ae $200, 000 
en ee 400, 000 


For the civilian salaries and other necessary expenses to plan, direct and super- 
vise the administration of projects assigned to the Advanced Research Projects 
Agency, it is anticipated that approximately $400,000 will be needed for the fiscal 
year 1959. This will provide $249,800 for the salaries of the Director and ap 
proximately 12 staff assistants together with necessary clerical and stenographic 
support; $15,000 for the services of experts and consultants as authorized by 
law ; $50,000 for travel expenses, including the travel expenses of such other 
Department of Defense personnel as may be required to perform work in the 
field for the Agency; $44,800 for contracts or reimbursements to other agencies 
for special tabulations, data analyses or technical information; and $40,400 for 
other miscellaneous expenses such as office supplies, equipment, telephone serv- 
ices, Government contribution to the retirement fund, et cetera. 

This estimate does not include the pay and allowances of military personnel 
assigned which are provided in appropriations to the military departments for 


these purposes, but it does include all other expenses incident to the assignmen 
of such personnel, Z 
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Mr. Sixes. The committee will please come to order. 

Mr. Johnson, you are here as the Director of the Advanced Research 
Projects Agency. The committee is tremendously interested in the 
statement that you propose to make and the things that you are going 
to tell us about this very important program. 

We will be very glad to have you proceed, if you will. 


GENERAL STATEMENT OF THE Drrecror 


Mr. Jonnson. Mr. Chairman and members of the committee, I 
welcome the opportunity to appear before your committee to discuss 
the organization of the Advanced Research Projects Age ncy and our 
planned objectives as defined in our budget estimates for fiscal year 
1959. With me is Dr. Herbert F. York, ARPA’s Chief Scientist, ‘who 
will outline our technical program for you a little later. 

The Advanced Research Projects Agency was established on Feb- 
ruary 7, 1958, and is responsible to the Secretary of Defense for plan- 
ning and directing advanced research projects inv olving space science 
and techno! ogy. ballistic-missile defense, and other advanced research 
and development as assigned by the Secretary of wg os 

There is an In nport: ant objective to be served b y ARPA. It is in 
business to provide for the Department of Defense e = ited and for- 
ward-looking research programs which in the past have been retarded 
by the necessity ‘for a formal military requirement. The fact must 
be recognized and squarely faced that if an end requirement, be it 
military or any other, must be established before we embark on re- 
search, then by definition it is no longer research. It is our purpose 
to accelerate the national technological status by sponsoring research 
without having to prove an ultimate specific application before we 
embark. 

In addition, ARPA will place emphasis on those research and devel- 
opment projects which are of immediate national interest and im- 
portance. ARPA is the manager and expediter of these very im- 
portant projects. 

By utilizing existing facilities of the military department, other Gov- 
ernment agencies, universities, and industry, it is believed that ARPA 
can effectively carry out its responsibilities with a small staff of about 
20 staff assistants, together with the necessary clerical and steno- 
ere support. In addition, arrangements have been made for the 

nstitute for Defense Analyses to provide scientific and technical as- 
sistance with about 25 scientists. Inthe future we anticipate addition- 
al contracts with universities and industry for studies and manage- 
ment-type ac tivities. 

ARPA is a line agency of the Department of Defense for the conduct 
of advanced research. However, as you know, the DOD is involved 
in many other research and development projects. The Assistant 
Secretary of Defense for Research and Engineering is the staff adviser 
to the Secretary of Defense on all military research, development, and 
engineering efforts. ARPA responsibility in relation to the Assistant 
Secretary of Defense for Research and E ngineering is to keep him 
informed on the status of its assigned projects. He will utilize the 
ARPA staff. technical. and administrative reviews to the extent neces- 
sary to satisfy his requirements. In addition, of course, ARPA must 
also work very closely with the Director of Guided Missiles. 
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In summary, then, ARPA’s relationship with the Assistant Seere- 
tary of Defense for Research and Engineering and the Director of 
Guided Missiles is one of close interdependence from the standpoint 
of keeping each other informed as to the breakthroughs and advances 
in their respective fields. The Director of Guided Missiles and ARPA 
probably have a closer relationship because both are using the same 
vehicles and components and close and continual coordination is re- 
quired in the use of launching facilities between the missile test pro- 
gram and exploration of outer space. 

Insofar as the relationship with Government agencies outside the 
DOD is concerned, ARPA is already working closely with the Na- 
tional Academy of Sciences, National Science Foundation, and Na- 
tional Advisory Committee for Aeronautics on the nonmilitary space 
projects which we have been authorized to carry forward for a period 
of 1 year. In furtherance of the President’s proposal to establish a 
National Aeronautics and Space Agency, we are presently reviewing 
: ith the NACA pertinent programs currently under way o1 - planned 
by the DOD to determine those programs which should be placed un- 
der the proposed civilian agency. It would appear that the future 
relationship w — hat Agency : should be about the same as presently 
exists between the DOD and NACA, with ARPA being the channel 
through which the NASA obtains assistance from military department 
facilities. 

Turning now to the budget request before you, the $520 million 
in new funds requested for the fiscal year 1959 represents our best judg- 
ment at this time as to about the level of effort which we should under- 
take considering all factors including the present state of the art. 
These funds are divided into 5 major areas. The most urgent area is 
AICBM missile defense. For this area we are requesting $157,400,000 
to continue currently authorized Army and Air Force programs de- 
signed to achieve an early operational capability. 

The second area is military reconnaissance satellites for which we 
are requesting $152 million. 

The next area is military developments for, and applications of, 
space technology for whic h we request $138,200,000, to pursue im- 
portant and urgent projects in the fields of propulsion, instrumenta- 
tion, data handling, reentry phenomena, man-in-space, and related 
items. 

The fourth area is for other advanced research for which we are 
requesting $72 million. These funds are requested for carrying on the 
nonmilitary space projects which have been authorized by the Presi- 
dent. The program has been reviewed with representatives of the 
National Science Foundation, National Academy of Sciences, National 
Advisory Committee for Aeronautics, and the President’s Science 
Advisory Committee. 

The last fund item is a request for $400,000 to be used for civilian 
salaries and other necessary expenses required to plan, direct, and 
superv ise assigned projects 

From briefings and reports which have been presented to me on the 
exploration of space, I have been most impressed with the urgency 
for outer-space research. I believe that space-weapon systems and 
orbiting vehicles are potentially vital and merit top consideration. 

As of now, the Soviet Union has recognized that space, as a new 
dimension in the overall politico-strategic scene, offers access to scien- 
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tific, military, and political advantages of major significance. Sub- 
stantial benefits will accrue to the nation which first penetrates these 
space barriers. There is believed to be ample evidence that the 
U. S. S. R. has recognized the need for, and is actively pursuing, an 
integrated program to this end. While developing the means for 
space breakthroughs, the Soviet Union is also developing missile sys- 
tems to enhance its immediate security and long-term power position, 
and at the same time is taking advantage of every opportunity to 
exploit these activities for their full political and psychological 
advantage. 

Our success depends upon the attainment of a calculated progression 
of space advances which, in turn, will secure scientific knowledge for 
the benefit of mankind and military security for the free world. 

Now, if the committee so desires, Dr. York is prepared to provide 
additional information on our assigned projects. Portions of his testi- 
mony of course will have to be off the record for security reasons. 

Mr. Scrivner. May I make an inquiry off the record ? 

Mr. Stxes. Of course. 

(Discussion off the record. ) 


BIOGRAPHICAL SKETCH 


Mr. Stxes. Mr. Johnson, I am going to suggest that we place in the 
record a short summary of some of your background. 

Unless the members of the committee ask, it will not be read at this 
time but placed in the record at this point. 

(The biographical sketch referred to follows :) 


Roy W. JoHNSON, Drrector, ADVANCED RESEARCH PROJECTS AGENCY 


Mr. Roy W. Johnson was born in 1905 in Michigan City, Ind., and was graduated 
from the University of Michigan in 1927. Most of Mr. Johnson’s career, starting 
in 1930, was spent with the General Electric Co. in various administrative ca- 
pacities. He was vice president and executive vice president from 1948 to 1958. 

During World War II he was associated with the War Production Board. The 
latter period of this tour of duty he was Director of the Facilities Bureau. 

Effective April 1, 1958, he resigned from the General Electric Co. to become the 
first Director of the newly created Advanced Research Projects Agency of the 
Department of Defense in Washington, which, as its name implies, will direct 
specialized advanced research projects including military outer space and ballistic 
missile defense. 

Mr. Johnson resides on Wire Mill Road in Stamford, Conn. He was married 
in 1927 to the former Ellen Lehtinen of Peterboro, N. H., and they have 1 
daughter, Kristine, age 12. 


Mr. Sixes. I believe it is your feeling that it would be well if we 
had Dr. York’s statement to supplement your statement before we 
begin to question you ? 

Mr. Jounson. I think that would expedite the questioning. 

Mr. Sixes. We will be glad to have you proceed, Dr. York. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 


ORGANIZATION OF RESEARCH AND DEVELOPMENT ACTIVITIES 


Mr. Srxes. I think that as you suggest, Mr. Flood, in order to show 
how this agency is fitted into the already complex picture of Defense, 
we will at this point in the record include the chart entitled “Research 
and Development Activities.” 

(The chart referred to follows:) 
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Mr. Stxes. Dr. York, will you proceed, please ? 


SraTEMENT OF Dr. Hersert York, Cuter Screntist, ApvANCED Re- 
SEARCH Progects AGENCY 


Dr. York. I have an outline that Mr. Loftis has passed around which 
ives the br ae n of the $520 million. 
(The outline referred to follows :) 
Advanced research projects agency, fiscal year 1959 program 


[In millions] 


Seipeiic defense againat TCs... cist ec nt cha etiiinins $157. 4 
mi setters reconnaiasance satellites. oon gik ne rnninetineen 152. 0 
8. Military developments for and applications of space technology__---_~ 138. 2 


3.1 Man in space 
8.2 Special engines 
3.3 Special components for space systems 
3.4 Project Argus 
3.5 Satellite tracking and monitoring systems 
3.6 Satellite communications relay, meteorological reporting, navi- 
gational aid systems 
3.7 Bomb-powered rocket 
3.8 Solid propellents 
rn” SULIT CNR ca eel ei ean eed 72.0 
41 ABMA/JPL program 
42 AFBMD program 
43 NOTS program 
44 Follow-on program 
III IR UNOIE UDII 0c: cscs sh ot nesta len aati cepa laches es teehee .4 





HEARING PROCEDURE 


Dr. Yorx. What I suggest that I do is to speak on that and just 
fill in the outline by speaking to it. 

I do not know how much detail nor how much time you would like 
to spend on this but shall I start out and then you can tell me if I am 
going into too much detail. 

Mr. Srxes. Please begin and we will play this by ear. 

We have to move along in the committee’s work, but this is some- 
thing new and important so we will want a satisfactory amount of 
detail on it. 

You understand our method of operation. We do keep a complete 
record of what you say, but we also break this record down into a 
published record and a classified record which is for the committee’s 
own use and is not for publication. 

Therefore, anything that is secret information will go into the 
classified document which will be ret: eee under lock and key but 
the remainder of your testimony will be published as a part of the 
committee’s record of proceedings. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 

Mr. Stxes. Go ahead, please. 

Dr. York. I should say before getting to item 1 here that we have 
been in existence only a very short time and we are in the process 
of getting staffed. 

As Mr. Johnson said, we are hoping to work by having about 25 
professional people with us. 
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Up to this point we have only had 3 or 4 and most of those for 
only a few weeks, including myself. 


It has been just a month since I joined ARPA. 


BIOGRAPHICAL SKETCH OF DR. YORK 


Mr. Fioop. What is your special technical field? Are you a physi- 
cist ? 

Dr. Yorx. Yes. 

Mr. Sixes. You might well give us some background information 
on yourself. 

Dr. York. How far back would you like to start ? 

Why not start with my Ph. D. in 1949, or do you prefer prior to that? 

Mr. Stxes. Where were you educated ? 

Dr. York. At the University of California. I was also at the Uni- 
versity of Rochester. 

Mr. Srxes. Go ahead. 

Dr. York. I got my bachelor’s and master’s at the U niversity of 
Rochester, and my doe ‘tor’s at the University of California. In be- 
tween getting my master’s degree and doctor’s degree, I spent several 
years at Oak Ridge, Tenn., during the war in work in connection with 
making the U-235 for the atomic bomb. Following getting my de- 
gree, 1 worked for a year and a half at Berkeley but for the Los 
Alamos Laboratory in cuuiaisitbes with the first thermonuclear ex- 
plosion at Eniwetok, the Greenhouse Series. 

In 1950, I was appointed to the faculty at the University of Cali- 
fornia; and, in 1952, I started up, asa branch of the Radiation L — 
tory of the U — rsity of California, a laboratory at Livermore, Calif, 
which came to be a laboratory parallel to the Los Alamos Laboratory 
in the development of nuclear weapons and other applications of 
nuclear energy. 

I was director of that laboratory from its inception up until about 
a month ago. I gained experience in connection with missiles and 
other matters of that sort that are pertinent here through the fact 
that at the laboratory the warheads and so on that we made were for 
use on missiles as well as other applications. In my job as director 
I was involved with the question of just what missiles are coming 
along, what warheads there should be, and so forth, and worked with 
the Department of Defense on quite a few of the large number of 
committees that you know they have. 

For example, I have been a member of the Ballistic Missiles Ad- 
visory Committee, the Air Force Science Advisory Board, the Army 
Science Advisory Committee, and then more recently the President's 
Science Advisory C — of which I am still a member. 

I joined ARPA about 1 month ago, which brings us up to date. 

Mr. Froop. What do youdiite your spare time ? 

Mr. Srkxes. Now we will be es id to have your statement. 

Dr. York. Going to item I and recalling that we are still a very 
new organization, most of what I will say as I go along here is that 
ARPA intends to review such-and-such and then, depending on the 
outcome of that review, to institute a program. 
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MissiLte Derense AGAINST THE ICBM 


Item No. 1 in our program is missile defense against the ICBM, 
$157 million. 

Of that $157 million, about $57 million is already committed 
for use by the Army in developing the NIKE-ZEUS. The other 
$100 million is not committed to any particular projects at this 
time but we have in mind a series of experimental programs designed 
either to develop information or develop techniques that can be used 
to retrofit the NIKE-ZEUS or develop techniques or information that 
can be used for a system to—— 

Mr. Fioop. Retro—what ? 

Dr. Yor. Retrofit. The NIKE-ZEUS is an anti-ICBM system 
which the Army is now building up. We hope that much of the re- 
search that we do will be of such a nature that the items that are in- 
vented can be substituted into the NIKE-ZEUS system. Insofar as 
possible, we woul l like to build onto the NIKE-ZEUS system. If 
that is not possible, then there may have to be some new system that 
entirely replaces it, but that remains for the future to determine. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 


ENERGY WAVE CREATED WHEN ICBM REENTERS ATMOSPHERE 


Dr. York. The kinds of things that we intend to investigate in con- 
nection with this missile defense program include the various phe- 
nomena that occur on reentry. That is, when a warhead enters the 
atmosphere, it enters at an extremely high speed and it produces a very 
large sound shock, an acoustical shock. 

This shock has so much energy in it that it ionizes the air, electri- 
fies it. This electrified air can be used as a means for determining 
that an ICBM has come in and for determining which way it is going 
and other parameters that are needed in order to shoot it down. These 
things have not been investigated to the extent they should be and 
we want to institute an active program to find out what it is that 
goes on. This ionized track of air that is produced can be used as a 
radar target. It makes the incoming nose cone appear to be much 
bigger from the radar point of view than its actual physical size. 

Mr. FLoop. Sometime during the last week certain officers have been 
testifying that in the intercontinental anti-missile-missile program 
they are trying to develop a bird which will home in on radiation waves 
to destroy it. Is that what you are talking about? 

Dr. York. Yes, sir. That is a part of it. That is one of the pos- 
sibilities that I am talking about. The nose cone, as it comes in, 
probably produces some kind of electromagnetic signals by itself and 
one possibility is to home on those. Another possibility is to use 
radars which are on the ground and which reflect off of this ion column 
that is left by the nose cone and then you have information available 
on the ground which you use to steer the rocket which is going up to 
intercept the incoming ICBM. 
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REACTION TIME 


Mr. Scrivner. Let me see if I can get this a little clearer. You are 
jie now about the time the nose cone enters the atmosphere on 
its downward trajectory ¢ 

Dr. Yorx. Yes, sir. 

Mr. Scrivner. And it is going more than 15 times the speed of 
sound ? 

Dr. York. About 22 or so. 

Mr. Scrivner. All right, I will go with you past 22. 

How far above the earth’s surface is it at this time ? 

Dr. Yorx. It is going at that speed the entire time during its 
trajectory. ; 

Mr. Scrivner. I am just a layman and I cannot think as fast as 
you can. 

When it does that, how far above the earth’s surface is it ? 

Dr. York. Does what ? 

Mr. Scrivner. Makes its reentry ? 

Dr. York. That issomething that we do not really know. 

Mr. Scrivner. Give mea hip-pocket guess. 

Dr. York. Sixty miles. 

Mr. Scrivner. Is is going 22 times the speed of sound and you have 
to get an antimissile missile up while it is traveling less than 60 miles? 
Dr. York. You have an extremely short time in which to react. 

Mr. Scrivner. How long? 

Dr. York. When it is 60 miles up, it is in the order of 300 miles 
horizontal distance, so it has 300 miles to go. It is traveling about 5 
miles a second so you have about 60 seconds altogether, a very short 
time 

Mr. Scrivner. That is what I was trying to figure. On the other 
hand, we are also told that it is possible and quite probable now, and 
it will be more accurate soon, that you can also get the warning when 
the missile goes up and leaves the atmosphere and then you can get 
a fairly good idea of the direction in which it is going; is that right? 

Dr. York. That we would like very much to do. It is very much 
harder to do that than it is to see it when it reenters. If you could 
do that you would have 25 to 30 minutes. 

That is very much more difficult to do and one of the reasons for 
doing this research on finding out what happens as this nose cone 
traverses the atmosphere is to see 1f nature is not on our side, so to 
speak, and if we cannot discover some phenomena that we can use 
in order to detect it on its way up. 

Mr. Scrivner. Off the record. 

(Diseussion off the record.) 


PROBLEMS IN INTERCEPTING ICBM 


Dr. York. What you are alluding to, and also what I was saying 
not so well is that there are a great many unknowns in all of this and 
it is an extremely difficult problem. This problem of what the war- 
head does on the way out of the atmosphere, as it travels through 
space, and on the way back in is very important and that is a very 
important and fundamental question to everything else. Anything 


we do to find out where it is, where it is going, and when it is going 
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to get there, depends on the things which it does and a great deal more 
are | needs to be known than is known. 
) k 
eI DECOY PROBLEM 


i Another important and very difficult problem which you have also 
L of ' probably heard about in other testimony is that of which one is the 
| warhead? By that, 1 mean that it is not difficult to send with the 
warhead other lightweight bits of metal, which, from a radar point 
of view, look just like the warhead, but when 1 ICBM comes in the 
radar, instead of detecting 1 you detect 50. These are usually going 


its to be spread out all over in a volume and they will be sufficiently far 
. apart from each other so that unless you know which one is the war- 
“ head, you cannot shoot it down. The volume that these things are in 
may be a hundred times the volume that your antiwarhead can actually 
cover with lethal effect. Unless you can distinguish between the war- 
head and all of the chaff, and other things that look like warheads, 
you cannot shoot it down. 
Mr. Fioop. You have a decoy problem ? 
Dr. York. That is the decoy problem; what to do about discrimi- 
nating the warhead from the decoys is another major field of develop- 
a ment that we want to go into. What do any of these things do as 
les! they come in ¢ 
It is true that on the ground when you put up a nose cone and then 
, you put up a jack—that is a decoy that looks like a child’s jack— 
les you can build a jack which has a radar appearance just like the nose 
ut 5 cone, but when these things are traveling at 22 times the speed of 
ort sound in the upper atmosphere, they may not look alike or they may 
slow down at different rates. 
her Mr. Fioop. We understand that one of the most important problems 
— of the missile weapon is the quality of the metal and the whole prob- 


lem of reentry to prevent oxidization at the point of reentering the 
get atmosphere ; is that right? 
ht? Dr. York. Yes, sir. 


uch Mr. Fioop. If you specialize in order to be sure that your war- 

yuld head is the proper kind of material and everything else to guarantee 
that it will not disintegrate at the point of reentry, why would not 

for everything else disintegrate? Why is there junk same ih only the 

one warhead is set to reenter ¢ 

» to 

use fF EXAGGERATION OF REENTRY PROBLEM 


Dr. York. I would like to say two things about that: One is that 
the reentry problem is not as hard as it has been made out to be. In 
the public press and even in some of the technical discussions about the 
reentry problem and how hard it is to reenter, and statements about 

, the fact that everything will burn up and so on. It turns out that it is 
ug not sohard. You cannot do it any old way but there are a great many 
and ways to build things so they reenter. The problem has been greatly 


yar- exaggerated in the last few vears. This burnup usually takes place, 
igh if it takes place, at a very low altitude. Instead of 60 miles, this takes 
a place at 10 or 20. That depends on how it is built. The detection of 
Ing these things has to take place at an altitude before they would have 


] . 
Ing burned up, anyway in any case. 
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Mr. Fioop. This does not disintegrate the minute it hits the at- 
mosphere ¢ 

Dr. York. No, sir: the atmosphere does not do that. It kind of 
peters out. As you go up, it gets to be less and less and less, and de- 
pending on just how you build these things and they burn up at dif- 
ferent altitudes. Actually, it is also true that this reentry problem 
difficulty has been exagge1 rated. 

Mr. FiLoop. When you say that, you certainly are making a state- 
ment, because I want you to know that as far as our layman minds 
are concerned, the one thing that was pointed out to us for ‘the last year 
was that this is the toughest of all things, the problem of reentry. 

Dr. Yorx. I know. I have heard it, too. 

Mr. Scrivner. Mr. Flood, it is like an oldtime actor. It gets off- 
stage a little more and then a little more. 

Mr. Srxes. Let us hear his statement, please. 

Dr. York. As you know, there are two entirely different kinds of 
nose cones that are used and they both work. 

( Discussion off the record. ) 

There are ceramic ones, and so forth. There are really quite a great 
many varieties and I would guess that you could build a nose cone 
out of any of 20 or 30 different materials that we could name today, 
and they would work but 2 years ago before anybody had tried it, 
there was a great deal of concern. I felt then that it was not as diffi- 
cult a problem as it was made out to be and 1 think that my feeling has 
been confirmed. There are lots of ways to build these things. 

You have to apply some good sense, but it is not so awfully hard 
to build a reentry device. 

I mentioned discriminating a moment ago—— 


DISINTEGRATION OF DECOYS 


Mr. Fioop. You have not answered the second part of my question. 
That being true, what about all of that junk and hardward flying 
around which is not built to reenter? Why does not that disintegrate?! 

Dr. Yorx. It will. 

Mr. Fioop. At lower levels? 

Dr. York. At intermediate levels, depending on just what it is. 
For example, one source of decoys is simply just before the thing 
reenters, —— 

( Discussion off the record.) 

Mr. Sixes. What you say is that they will have served their pur- 
pose as decoys before they disintegrate ? 

Dr. Yorx. Yes. 

Mr. Stxes. They will have made the problem of detecting the actual 
nose cone of the weapon a much more difficult one ? 


POSSIBLE IDENTIFICATION OF DECOYS 


Dr. York. Yes, sir. There is, however, this chance: It is not a 
nopeless problem to tell the warhead from everything else. It is an 
.extremely difficult problem but it is not, at least as we see it now, 
hopeless. It could turn out that it is, but it does not appear so now. 
You see they are not streamlined so to speak. As they go through the 
uppermost part of the atmosphere, it is too thin to burn them up but 
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they will slow down. One of the next things we have to try to do is to 
design a computer system which is a big : set of electronic hardware 
that does mathematics at a faster rate than it can be done any other 
way. We have to design some kind of a system that will notice that 
some of these are slowing down faster than others and automatically 
tell us that they are not ‘the warhead. That means that there has to 
be designed a big piece of what is referred to as a logic al machinery. 
In principle, if you have all of this data, afterward, in the next couple 
of weeks, you could look it over and decide which is what, but all of 
it has to ie done in that one minute, and no human reaction could be 
fast enough. All of this has to be done by a machine which is designed, 
not only to observe these things and observe all of the tracks that 
they are m: aking, and so on, but a machine which can ac tually decide 
that some of them are going too slow and are not the warhead, and, 
therefore, shoot at this other one ov er here. 


WEAPONS EFFECTS 


Then there are weapons effects which we have to get into. 

(Discussion off the record. ) 

Dr. York. These others are of a very complicated nature and it 
will take a considerable program and a considerable amount of work 
to find out what they are. We know what they are, but to find out what 
their lethal range is is another thing. Weapons effects is another item 
that has to be covered in item No, 1, “Missile defense against ICBM.” 

I will now move on to item No: 2. 

Mr. Stxes. Please procee “al. 

Mr. York. Item No, 2 is “Military reconnaissance satellites.” 


DEFENSIVE IMPULSE SCREEN 


Mr. Fioop. Before you do, is there anything that you can project 
up in the nature of a screen, an impulse of any kind which, projected 
from the earth, will put around the earth at 60 miles, anything which 
will stop everything / 

Dr. York. There are actually some proposals of this sort but at 
the moment they do not lock feasible. I would say that we are definite- 
ly keeping them in mind. 

( Discussion off the record. ) 

Mr. Fioop. I figured that out in my own little head, but that is why 
I am asking you the question. You say that you are thinking about 
it é 

Dr. York. Yes, sir. 

There are some proposals for doing that sort of thing but they look 
very unlikely. On the other hand, if we were successful, it would 
be such an important thing that we are looking into them anyway. 
Some of these things are crackpot proposals but there are some pro- 
posals from competent people along these lines and we are looking 
into them. 


ANTICIPATED EFFECTIVENESS OF ICBM DEFENSE 


Mr. Srxes. It appears that you have taken a very re alistic view 
of the difficulties of missile defense against ICBM’s. You feel that 
it isan extremely difficult thing but there are possibilities and we must 
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explore them. It would be exceedingly unwise to be too optimistic 
at this stage. 

Dol place the right interpretation on your statement ? 

Mr. York. Yes, T think that is about it. I think it is an extremely 
difficult problem. I believe it is very much worth working on because 
if we could succeed, it would be such a valuable thing. I would 
caution against undue optimism. 

Mr. Stxzs. Do you feel that you could at this time place a time 
limit on the fruition of your efforts? When do you think it will be 
possible to develop a defense, if one can be developed, that is effective? 

Dr. York. The word “effective” is a big word there because the 
NIKE-ZEUS, which will be going in within the next year, will have 
some effectiveness. 

There is no agreement on how effective NIKE-ZEUS will be. It 
will certainly work to some extent, but I do not know how well. I 
really cannot answer the question because it is the usual race between 
defense and offense. 

Mr. Scrivner. The Russians are not going to have any easier job 
solving the problems that we face than we are ¢ 

Dr. York. No, sir; but I think the problem of how to make counter- 
measures is probably easier than the problem of how to make a good 
defense. 

Mr. Scrivner. You did not get my point. In other words, they 
will run into the same problems we will? 

Dr. York. Yes, sir; for any parallel problem. 

Mr. Scrivner. There is not any reason to believe they will have any 
fewer problems? 

Dr. York. No, sir. 

Mr. Scrivner. If the problem exists, there is no reason to believe 
that the solution will be any less difficult for them to arrive at than 
it is for us? 

Dr. York. No. 

Mr. Scrivner. There isa standoff on that? 

Dr. York. Yes, but there is one possibility. 

If their ICBM is significantly bigger than ours, in terms of pay- 
load capability, then they could do a . better job at making the defense 
hard. 

( Discussion off the record.) 

Dr. York. It means that it is important to catch this thing as high 
as possible before they have a chance to diverge very much. That is 
another way of saying that it is very tough. It is going to really be a 
big job to get a good defense against ICBM; a difficult job. 


DEFENSE AGAINST BOMBERS 


Mr. Srxes. We have been hearing for years how effective we can 
be in defense against bombers. Actually, bomber defenses historicall 
have never been particularly effective, and most bombers got throug 
in to their targets in warfare. 

It just seems to me that when we develop the first family of anti- 
missile missiles, we are going to find finally at long last we have a very 
good and effective weapon against bombers. That may be about all 
that we have. 

Am I stating the picture incorrectly ? 
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Dr. York. You made two statements. One is that it would be effec- 
tive against bombers. It would have to be modified as to the effect 
against bombers, but it could probably be made so that it is better 
than existing systems against bombers. It would represent an im- 
provement. : 

Mr. Stxes. But possibly not very effective against ICBM’s? 

Dr. York. That is the big question. How effective is it possible 
to be? 

I might point out that ARPA is not proposing to build an AICBM 
system. A RPA is proposing to find out what are the fundamental 
facts needed to build one, if somebody else operating part of the 
Department of Defense decides one ought to be built. 

Mr. Sikes. It seems to me that when you take the tinsel and prop- 
aganda out of this, what we may be doing in the development of an 
antimissile missile is to make bombers mene. We certainly are 
not in my opinion making missiles obsolete or obsolescent. 

Do you concur, or am I taking you too fast ? 

Dr. York. You are saying the same thing you did before. Let us 
not be too optimistic about how well this would work. 

Mr. Stxes. On missiles? 

Dr. York. On missiles. 

Mr. Sixes. There is a possibility that it could be very effective on 
bombers ¢ 

Dr. York. Yes, but it would have to be modified. Anything that 
you do in this field does represent progress with regard to antibomber 
missiles, and you can take it over. You cannot take all of it over. 
The work that is done here on the phenomena at 300,000 feet, when 
something enters at 22 times the speed of sound, would not be ap- 
plicable. However, basic radars, basic control systems and so forth, 
are improvements in the state of the art that can be used for building 
better defenses against bombers. 

Mr. Fioop. There are SNARK air-breathing missiles with 5,000 
miles range and enemy POLARIS at 1,500 miles range and the gen- 
eration of IRBM’s. What about defense against them ? 

Mr. Sixes. There is a great deal of difference between SNARK 
and POLARIS as a weapon, from the standpoint of the requirement 
for a defense against SNARK and POLARIS. 

Mr. Fioop. I do not know. My question is, can the system that you 
are talking about and the system that you have in mind, be modified, 
and can the basic concepts be modified so the system can be used against 
the air-breathing missile of SNARK type of a 5,000-mile range, keep- 
ing in mind their speed or the IRBM from an enemy POLARIS? 

Dr. York. It is built more specifically for defense against such 
things as POLARIS. It would be directly applicable to POLARIS 
and IRBM. It would have to be modified to be used against the 
SNARK. That is really an airplane. 

Mr. Srxes. Your answer about bombers would apply to the SNARK, 
would it not ? 

Dr. York. The answer about the bombers would apply to the 
SNARK. It would have to be modified. Not everything done here 
isactually useful but a large part is. 

Mr. Stxes. Continue. 


25095—58——20 








304 
Minirary RECONNAISSANCE SATELLITES 


Dr. York. Military reconnaissance satellites means the 117-L 
program. 

You may be familiar with it by that title. This is the Air Force 
program which has been in progress for sometime for doing recon- 
naissance of various sorts. 

By means of satellites circling the earth at an altitude of 200 or 300 
miles, that can be done. They are launched by means of the ATLAS 
booster. In their final version, these satellites will have a gross weight 
ofatontoatonandahalf. They used for all sorts of rec onnais- 
sance, as I said. That would be No. 1, and then the satellite is fitted 
out for observing the ground in detail. The pictures that it sees are, 
so to speak, recorded in the satellite as it passes over territory that 
you want to get pictures of. When it passes over friendly territory, 
it, so to speak, rebroadcasts these pictures. It is essentially the same 
as a tape recording of a television picture. The kind of ground resolu- 
tion that you can get is something that will change as the state of the 
art progresses. 

DATA-HANDLING PROBLEMS 


Mr. Srxes. How can this be a practical thing that can readily be 
interpreted into useful information? It seems to me that we are go- 
ing to get back a great glob of miscellaneous material that might take 
forever to classify and which, in the main, would be ralueless. 

Dr. York. Yes. What is referred to as the data-handling problem 
is one of the major problems. It is like so many of these things; it is 
not the flying hardware that is the biggest part, but it is what is 
referred to as the data-handling problem. It does, as you say, mean 
that this thing as it flies over, taking pictures, brings back an enor- 
mous amount of information, and it isa problem to sift through it. It 
is a problem that you simply have to face, and you can go at it in two 
ways. First, the hard w ay; just get lots of people. 

Mr. Srxes. I remember in World War IT the Germans were quite 
adept at building decoy plants. All of us have seen those decoy 
plants blasted to bits by bombing, without any harmful effect on the 
German war machine. They were decoys and nothing else. 

Would it not be just as easy to build decoys for this gadget to 
photograph ? 

Dr. York. Yes, sir. That is part of the problem of measures, 
countermeasures, and counter-countermeasures. 

Mr. FLoop. ———- ———. 

(Discussion off the record. ) 


BOOSTER ENGINE 


Dr. York. One of the things that it has to do is to wait on the 
development of the ATLAS booster itself. Here, as in a great many 
other places, instead of developing a plethora of boosters, one for each 
purpose, what we are trying to do is to have multipurpose boosters. 
The same booster used for the ATLAS ICBM will be used for this 
purpose. 

Mr. Fioop. After it gets back, I suppose that you refer to it asa 
satellite ? 

Dr. York. Yes. 
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TRANSMISSION OF COLLECTED DATA 


Mr. Fioop. How does hagas intelligence that you are acquiring and 
collecting on all of this, how does that get bac +k? What sort of im- 

ulse, after it passes over, tells you whether it is friendly territory 
or not? How do you transmit that ? 

Dr. York. When it passes over friendly territory, essentially what 
you have done—or whenever you go over enemy or ‘unfriendly terri- 
tory—you make a tape rec ording of either the pictures or the 
messages, or whatever else you are ‘looking at. When you come over 
friendly territory, you essentially rebroadcast that down by ordinary 
radio means, receive it on the ground, and then display it. 

Mr. Fioop. How does it know when it is over friendly territory ? 

Dr. York. It does not have to know. You can let it know. You 
can send radio signals up to it which tell it that now is the time to 
start broadcasting. The technical name for this is “interrogation.” 

eae F.oop. Would this result in broadcasting 24 hours a day, the 

yay an aircraft BOMARC automatically throws it on? 

Dr. York. It is thrown on from the ground, because they are satel- 
lites that are flying at a low altitude and. you are not quite sure whether 
it is a 90- or 95-minute orbit, with the timer in the satellite. You 
send up a radio signal from the ground that says, “Start broad- 
casting.” 

Mr. Foon. Is that signal going out all the time? 

Dr. York. No: it does not have to, because the satellite itself can 
have some small signal that essentially just says, “Here I am; here I 
am.” When it gets close to you, you then send up your interrogation 
signal. The interrogation signal is not running all the time. All of 
this is done in what you might call code, so that somebody else can- 
not arbitrarily trip it and have it give up all of its information before 
it gets home. 

Well, is that enough on the military reconnaissance satellite pro- 
gram / 

Mr. Sixes. Yes. You may proceed. 

Dr. York. We are incidentally planning on doing some preliminary 
test work using the THOR ICBM to check out some of the compo- 
nents. But the intelligence work itself will be done with the Atlas. 

Mr. FLoop. Are you going to fire one today ? 

Dr. York. There isa THOR on the stand. Ido not know whether 
or not it is going up. 


CONFIGURATION OF SATELLITE 


Mr. Froop. What can you tell us, with reference to the size of this 
room, what this satellite you are talking about now looks like? 

Dr. York. What the payload looks like? 

Mr. Fioop. The configuration. 

Dr. York. It is a fairly good sized object. It sticks out some an- 
tennas. It does not look the same in space as it does on the ground. 
It changes its shape after it gets up. 

Mr. Stxes. What is its w eight approximately ? 

Dr. York. It will eventually weigh, hopefully, around 
pounds. A large fraction of that is batteries. 
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Mr. Sixes. That weight is so much greater than anything we antici- 
pate being able to launch in the months immedi: itely ahead that the 
question arises as to your ability to get it off the ground, 

Dr. York. This is very much bigger than what we have done so far, 
but it is what is in the cards. 

Mr. Sixes. But it is very much bigger than anything actually sched- 
uled now for launching? 

Dr. Yor. No. It is only bigger than things scheduled for launch- 
ing soon. 

Mr. Stes. I should have added “soon.” 

(Discussion off the record.) 

Mr. Srxes. Will this be adequate for the first test ? 

Dr. York. These will be adequate for testing out some of the ap- 
paratus. 

Mr. Scrivner. The fact that your last-stage rocket has also orbited 
shows it is not impossible to get that much in space in orbit ? 

Dr. York. I am talking about —-—— pounds of useful payload. 


LIFE EXPECTANCY 


Mr. Frioop. When you get a ———— pound payload orbited, what 
will be its life expectancy ? 

Dr. Yors. It depends upon the altitude. At 200 miles it does not 
matter how big it is—not much. The lifetime will be say a year at 
200 miles. At 400 miles it will be some hundreds of years. At 600 
miles it will be thousands or millions of years. 

Mr. Sixes. You are not speaking of the operating mechanisms; you 
are speaking of the missile itself? 

Dr. York. The payload, except, of course, it will just be the dead 
carcass up ther e. 

Mr. Srxes. How long do you anticipate that the payload will op- 
erate ? 

Dr. York. Well, on the order of months, 1 month or several months, 
depending upon how many batteries you put in. 

Mr. Stxrs. Is it affected by the distance at which it orbits? 

Dr. York. Not very much; a little, but not very much. It takes a 
little more power to get the messages back, if it is a little higher. On 
the other hand, you have a longer time in which to broadcast back if it 
ishigher. That tends to mitigate that. I cannot give a ready answer. 
It depe nds on design detail ¢ hoices that still have to be made. 

Mr. Sixes. Would the value of the information received be affected 
by the distance at which it orbits? 

Dr. York. Yes. In general the lower the better is the information 
simply because you are closer. 

Mr. Mixier. The closer you are the more detail you will get with 
these instruments ? 


Dr. York. Yes. 


EFFECT OF LOW ORBIT 


Mr. Srxes. How near to the earth can you successfully orbit for 
your purposes ? 
Dr. York. Well, that depends upon the number of turns you want 


to make. A satellite will go around a few times at an altitude as low 
as 100 miles. 
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Mr. Srxes. Do you mean a few weeks, days, or hours? 

Dr. York. Just a few hours. It goes around once in an hour and a 
half. If it spends much of its time at an altitude as low as 100 miles 
it will only go around a few turns, which means 1 day or less. 

Mr. Srtxes. Would the accuracy of the information you obtain be 
sufficiently improved to justify that short life expectancy / 

Dr. Yorx. That is a difficult matter of judgment. If each one of 
them makes only a few passes, you need more of them; the information 
will be better, but it will cost more. 

Mr. Stxes. Possibly you would do a combination. When you pick 
up something that really looks interesting, particularly valuable, let 
us Say, you might send a low- flying missile to orbit around that par- 
ticular area for the few times that it would st: ay alive, to give you 
more detailed information ? 

Dr. York. There is another factor and that is that at lower alti- 
tudes—if you miss the altitude by very much, if you come 10 miles 
lower—you might cut the lifetime down to where it doesn’t go around 
once, so it is much harder to aim, or pick the orbit you want if you 
try too low an orbit. 

‘However, the points that you make I think are all well taken. It is 
the sort of thing that should be considered. 

Mr. Mitier. You would put it out as a combat patrol, or out for 
several months, depending upon the tactical situation ? 

Dr. York. Yes. The first applications of these are also strategic 
rather than tactical. The object is to gather information for long- 
term use. Eventually we hope to be able to develop these things to 
the point where they are tactical and can give early warning. The 
booster and the satellite payload are all there, but actually how you 
would go about getting early warnings from a satellite is something 
that has not been settled on. 


Space TECHNOLOGY 


Now, I have talked about the military reconnaissance satellite. The 
next item on this sheet of paper, which is broken down into more detail 
because it is a collection of smaller items, is entitled, “Military De- 
velopments for and Applications of Space Technology.” 

This is a group of items which, as Mr. Johnson said, we are going 
over with the NACA to see, well, who should do what. In our first 
go-round, and for our own part, we list all of these as being military 
developments. That is a question still being argued. 


MAN IN SPACE PROGRAM 


To take them one by one and expand on them a little, the first one 
isthe man in space program, which means really just a program whose 
ultimate objective is to get a man in a satellite orbit for a few turns, or 
as many turns as he can take. This is a program that has to start out 
small and grow. Before you send a man into space you have to send 
animals out to see how they react. Animals fortunately are smaller 
than man, monkeys, and so on. So they take a smaller rocket, which 
means we are closer to being able to do it. 
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Mr. Srxes. Is there any practical value in the so-called space tests 
that are now being made with humans, which appear to be simply 
an endurance contest ? 

Dr. Yorx. There is some value in them; yes. Another thing that 
we can say about them is they are the best we can do right now. They 
are not nearly so valuable as actually taking the big step and putting 
a man honestly into space. They are rather small steps in that diree- 
tion. But the space medicine programs of the services are the best 
that can be done. They are only a small step, but they are the best 
that can be done. 

Mr. Mirier. That involves a return technique which is an entirely 
different thing? ; 

Dr. Yorx. Yes. There are several methods for return techniques 
proposed. I think almost any of the proposals would work. The 
way that we intend to proceed on this is to review all of these proposals, 
There are more than a dozen. I do not happen to know offhand just 
how many. There are more than a dozen proposals on how to put 
aman up and bring him back. 

Mr. Srxzs. Is the limitation one of money or one of the state of 
the art? The reason that I ask that question is because it has been 
reported by one of the services that with an expenditure of $170 mil- 
lion they can put a man in space in a year. Is that the practical ap- 
proach, or is it an impractical one ? 

Dr. York. Well, I have doubt myself that it could be done in 1 year 
in a sound way. 

Mr. Sr«es. It is a matter of the state of the art rather than a mat- 
ter of money? 

Dr. York. It is a mixture of some of each, but the state of the art 
is not really up to the point where I would urge putting a man in 
space in 1 year, or putting a man in space in orbit. 

There are proposals that are called man in space, but they are really 
not quite what I was talking about. The Army has a proposal to use 
the Redstone to put a man into space, but he is there for only 6 minutes. 
They would send him up and back. 


REQUIREMENT FOR PUTTING MAN IN SPACE 


Mr. Stxrs. What are the real advantages for putting a man in 
space? He cannot see as much or broadcast as much back as a ma- 
chine. 

Dr. York. Yes. Now, that is one of these things I think fits Mr. 
Johnson’s description of ARPA’s role in the following sense: There 
is no well-defined requirement for a man in space today: that is, there 
is no weanon system that a person can sketch out in detail on paper 
and say, “This is something we definitely want to do, or want to build, 
and it requires that there be a man in space to do such and such.” 
There are some proposals of this sort, but there is no proposal that 
would anywhere near gain universal acceptance. Some of these pro- 
posals are things which most people would agree would work, but 
which most people would also say there are better ways to do it. So 
there is not any well-defined requirement for a man in space. 

On the other hand, we are going on the basis that when we look 
back historically at the development of other weapon systems, the air- 
plane and things of that sort, it was first said that the airplane could 





we 


: 


ergcet wa 6 


309 


only be used for reconnaissance. There no doubt were other lurid 
proposals which were incorrect in detail but they were really basically 
correct. The airplane has been good for a great deal more than just 
reconnaissance. And the reason that we cannot see these requirements, 
or spell them out in detail, I think is not because they do not exist, but 
just because we are not smart enough, and neither is anyone else, to 
see what they are. So we are proposing and urging a man in space 
program on the grounds that we think it is reasonable to believe there 
will be a military requirement sometime for man in space, even though 
we cannot spell it out, and it is better to undertake these things, to 
have a deliberate program now than it is to have a crash program 
later when the requirement can in detail be spelled out. We have 
been caught before on this matter of waiting too long before we got 
going on it. 

Mr. Mitter. There is a definite payoff value insofar as the return 
techniques will be concerned. If you could return a man you could 
return machinery and tapes and records. 

Dr. YorK. Yes. 

Mr. Mitier. And when our satellite’s payload lost its vitality you 
could recover it. 

Dr. York. Yes. You can imagine that eventually there will be 
apparatus that can be of sufficient value and complexity that instead 
of sending another one up it would pay to send a man up to fix it. I 
cannot describe such apparatus. I do not know whether that would 
pay. 

Mr. Froop. For the immediate present there are two problems. 
First, it must be done. Secondly, we must do it first. 

Dr. York. I am not sure that you can just decide to do that. 

Mr. Fioop. Well, those are the premises. 

Dr. Yorx. Yes. 

Mr. Srxes. We are still speaking of a man in space ? 

Dr. York. Yes. 

Mr. Sixes. Is there an advantage to this effort which could be 
linked with the proposals to send missiles to the moon? 

Mr. York. Well, only indirectly. Eventually they—and this is 
probably not in the military program, although I am not sure that it 
should not be there—they will want to send men to the moon and 
much more important, men to Mars and Venus. Of course, you 
just cannot do that right off. You have to learn how to take a little 
step first, which is to put a man into an orbiting satellite. That is the 
first step. The reason you have to send men there is because I do not 
believe it is possible to invent a piece of automatic machinery that can 
explore some place in the same sense that man can, and putting a 
man in orbit is just the first step. 

On the other hand, if you accept the premise that the reason for 
doing this is because there is a reasonable supposition there will be 
a requirement, but that there is not one right now—a well-defined 
requirement—then I think you have to say, this should not be a 
crash program, it should be an aggressive program or a deliberate 
program, but it should not be a crash program. 

Mr. Sixes. Is sending a missile to the moon a part of your program 

Dr. York. Yes; lunar probes. That is down here in item No. 4. 








310 


TIMING ON PUTTING AN ANIMAL IN SPACE 


Mr, Fioop, Within a year can you send up a missile or a satellite 
with an animal in it? 

Dr. Yorx. Yes. The only question is one of interference with other 
programs—how it would work out. It is certainly technically pos- 
sible to do so, and in terms of the overall production and capabilities 
of this country, it is also possible to do so. 

Mr. Froop. That, of course, means that it is entirely more likely, 
but not necessarily, that you will send it up and bring it back with 
hardware in it ? 

Dr. York. Yes. The question is how to fit this in with everythin 
else that has to go on. It takes about 18 months to build a satellite 
vehicle from scratch. If you have no hardware at all and you have 
to order the hardware for it, it takes from 12 to 18 months. So, to 
do anything within a year, we have to, so to speak, scrounge around 
among the hardware already ordered and find hardware for this 
pur pose. 

The answer is “Yes,” it can be done, say, in a year. I really cannot 
give quite such a flat answer as to whether it will be done in a year. 

Mr. Jounson. It is actu: ally being studied, to put a chimpanzee in 
orbit in a satellite within a 12- or 15-month period. 


IMPORTANCE OF RETURNING ANIMAL TO EARTH 


Mr. Sr«es. Is part of that study about bringing the animal back to 
earth ? 

Mr. Jonnson. It does no good unless you can successfully bring it 
back. If the animal can be trained in advance to turn a switch, on 
command, and we have a television evidence that the switch was 
turned, that will be evidence that a man can perform some useful 
functions as well in orbit. 

Mr. Froop. I do not quite agree with all of your statements. Of 
course, the complete statement is obviously important. However, 
there will be great importance if you can send it up and bring it back, 
and if you bring it back and find that the chimpanzee is dead even 
that is of great importance. 

Mr. Miter. It would not have very good psychological value. 

Mr. Froop. Yes; it would, to return the thing is of great im- 
portance. 

Mr. Mirrrr. It would be better to return an instrument than a 
dead animal. 

Mr. Froop. The return is very important. 

Mr. Ostertac. Does the author ity and responsibility rest with your 
agency with regard to who, when and how ? 

Dr. Yor. It does right now, but there is this matter of working 
out details with the NASA as to what they are going to do and what 
we are going to do. Right now we are proceeding until the C ongress 
acts on that bill. We are proceeding from the point of view of plan- 
ning to get things done and spending money, and so forth. 

We are planning as if there were no such thing as NASA in pros- 
pect. The way we are taking that into ace ount is that we go over all 
these programs with the NACA to get their views on them, so we do 
go over them with NACA people. On the other hand, when it comes 
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to rounding up the talent, the equipment, and the money, and so forth, 
we go ahead as if there were no such act coming along. In connection 
with these animals in space which precede the man in space, we are 

lanning definitely to do both recovery ofthe animal] and observation 
of the animal without recovery. <A great deal can be done without re- 
covering the animal. It is not quite as interesting from a propaganda 
point of view, but you can doa great deal of good w work. 

Mr. Norretr. If the animal is going to ‘be dead, what intelligence 
is that going to give you? 

Dr. York. You are trying to find out why he died, of course. 
Actually, the main reason in bringing him back is partly just to 
demonstrate that it can be done successfully. The best information 
on how the animal reacts to space is obtained by using cameras and 
other things like that in space recording what the animal does. You 
get most of the information without bringing him back. The main 
reason for bringing him back is to check out the system and make 
sure that it is possible to survive before you send men up. 


TIME REQUIRED TO PUT MAN IN SPACE 


There are things like man in space within a year done with a missile 
which we are considering, but we have not decided to do them, by any 
means. There are, as I mentioned, some dozen proposals on what to do. 

Mr. Sixes. And those have not been evaluated. 

Dr. Yorx. They have not been evaluated, no, sir. It will take us 
several months to do it. They have been proposed by the services and 
private industry at service request, and by private industry on their 
own initiative, and by the NACA. There are a large number of such 
proposals and we have to evaluate them. 

Mr. Jonnson. Could I interrupt? With regard to the question of 
whether or not this can be done in a year, I think it is largely a question 
of safety. The Air Force, for example, would not think of attempting 
to put a man up unless they had some kind of assurance of a safe return, 
as safe as a pilot testing a new conventional aircraft. I ig ae think 
that it is conceivable that we have the booster, or we have the know- 
ledge, to safely, with real assurance, bring a man back in any 1D 2-month 
period regardless of the amount of money that we spend. 

Mr. Sixes. That is a very interesting statement. 


SOVIET PROGRESS 


Mr. Jounson. The Russians may try it. The Russians may defi- 
nitely take risks of a safe return of 2 man ahead of their assurance that 
they can do it. 

Mr. Fioop. They are ahead of us on an animal. 

Dr. York. Neglecting the question of whether or not the Russians 
would take greater risks, we do not have a booster comparable with 
the booster they use and they had it last summer. We are behind on 
the propulsion end of this thing. 

Mr. Froop. Our difficulty with the Russians is not comparison but 
the difference in acceleration. That is the big point in it. 

Dr. Yorx. They started earlier. That is the key to the whole differ- 
ence. 
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DEVELOPMENTS IN OTHER COUNTRIES 


Mr. Ostrertac. Dr. York, are any of the friendly nations such ag 
Britain, France, Germany or any other allied nations, doing anything 
in this field with whom you would be associated in this field involv. 
ing future development ? 

Dr. York. When it comes to the boosters, the rocket proper, there 
is nothing going on anywhere except in the United States or Russia 
that is on this scale. When it comes to the payload, there is a 
great interest in some of the allied countries, in England and Aus- 
tralia especially, and also in Japan. There is great interest in those 
places directed toward instrumenting scientific payloads. 


EXPENDITURES FOR MAN IN SPACE PROGRAM 


Well, item 3.2 after man in space is special engines. J might just 
brush through some of these quickly. 

Mr. Sixes. Before you leave the man in space program do you 
propose to spend the amount disclosed? What substantially would 
you do with that amount? 

Dr. York. We do not have a precise program. ‘This is our esti- 
mate of how best to take the money that we have here and divide 
it up amongst the various chores. 

( Discussion off the record. ) 

Dr. York. $10 million or $11 million would be divided among long- 
term development programs. You see, some of these reentry systems 
involve the development of special metal mesh parachutes. Some 
of them do not but some do. Some of that money would go into 
that. Some of it would go into the procurement of long lead time 
items, and that 1 is what we propose to do, to lay out a program for more 
than 1 year; a program that would lead to man in space in a good, 
solid, ica iad safe way. 


LONG LEAD TIME ITEMS 


As I mentioned earlier, it takes something like 18 months to get 
a rocket that is not made out of parts that you scrounge from 
somebody else. So there are long lead time items included in here. 
We are in the process of trying to get a good figure. 

Mr. Srxes. These are not 1-year funds? 

Dr. Yorx. No: these are obligations that would need to be made. 

One of what it takes to fly a satellite, between $1 million and $2 
million of that has to be spent a year and a half before the satellite 
flies, or has to be obligated at least a year and a half ahead. 

Mr. Fioop. I do not believe that Dr. York knows what is meant 
by no-year funds. 


Mr. SrKes. I am speaking of 1-year funds as contrasted to no-year 


funds. 
Mr. Gisr. These are no-year funds. 
Mr. Srxes. You may proceed. 
Dr. York. We will now take up special engines. 


Mr. Srxes. Do you have a justification sheet which would show 
the detail of these proposed expenditures? I do not believe they 


are before the committee. 
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Dr. Yor. Well, we do on some but not on others. Nearly all of 
these items are items for which there are 15 or 20 different proposals 
from the services and outside. We plan to spend the next 2 or 3 
months in reviewing these proposals with the services to decide what 
it is we want todo. So we do not have anything that shows how the 
money isbrokendown. I just gave youan example of how it might be. 

Mr. Srxes. How was it dec ided this would be the amount that would 
be required ¢ 

Dr. York. All of this, this $138.2 million, was decided for the pro- 
grams on the basis of such estimates as: How many flights do we 
want to make and about how much does a flight cost ? 

Mr. Srxes. These are approximations ? 

Dr. York. These are strictly approximations. 

Mr. Sikes. They are not exact requests ? 


SpectaAL ENGINES 


Dr. York. No, sir. 

Now, special engines. It is known that in the long run we will need 
a bigger engine than we have today, so of this $20 million, about $15 
million is scheduled tentatively for the development of a very large 
engine. 

Mr. Sixes. What is the timetable on that engine? 

Dr. Yorx. In about 5 years we could fly it. and after it can fly, sev- 
eral years of test flight until the bugs are worked out. 


SOVIET PROGRESS 


Mr. Srxes. How far are we behind the Russians in that develop- 
ment ¢ 

Dr. York. We do not know. We do not have any inform: ation on 
where they stand on an engine that big. We do believe this engine is 
consider ably bigger than any engine we know about over there. 

Mr. Froop. Nuclear powered? 

Dr. York. No; this isa chemical engine. The nuclear engine would 
take twice as long. 

The other $5 million is for special engines to go on the top. You 
see, this large engine is the lowest stage. The other $5 million is for 
the developme nt of special high- -perform: ince engines to go on top for 
use in satellite missions, lunar} missions, and so forth. 


SPECIAL COMPONENTS FOR SPACE SYSTEMS 


Item 3.3 is special components for space systems. This includes 
items such as power supplies for space satellites. There are a great 
many — for power. There are batteries such as we use 
today, but the trouble is that they only last so long and they are 
heavy. One thing would be to develop better chemical batteries. 
There are nuclear batteries. There is a nuclear reactor. There is a 
radioactive isotope heat source. There are solar batteries and solar 
boilers. There are all these different things. We would not propose 
to develop all of them, but we would propose to study all of them 
and see which ones we ought to select for more vigorous development. 
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There are new methods of telemetry, and so forth. That is what 
these special components refer to. 

Mr. Froop. What about a miniature size on these things? Do you 
have any special type of hardware research to minimize their size? 
Is that important? 

Dr. York. Yes. Minimize the weight, both the weight and the size, 
but the weight is usually the more crucial item. That is what is meant 
here. There again we are faced in ARPA now with a large number 
of proposals and it will take us again several months to sort through 
all of these to see which ones we really want to back. 

(Discussion off the record.) 

Mr. Sixes. Are there any others in this listing on which a decision 
has not been made ? 

Dr. York. Well, Public Law 325 says that we have to check all of 
these things with the Office of the President—the space program— 
items 3 cad . 

Mr. Srxes. You are proposing these things but you do not have a 
go-ahead on all of them? 

Dr. Yorr. No. However, we a discussed all of them in one 
degree or another with everyone else that is involved. There is both 
the NACA and the Office of the P veiddtanit 

Mr. Srxes. And all are in agreement that there are advantages in 
coing ahead in each instance ? 

Dr. Yor. In each one; yes. We do not have a piece of paper that 
says, “Yes, we agree with all of those,” but we have discussed all of 
these with Hugh Drvde n. who is Director of the NACA. Some of 
these which are strictly military he is not involved with at all. Where 
he is involved, he agrees in principle with each and every one. 

(Discussion off the record.) 


SATELLITE TRACKING AND MOoNTIrORING SysTEM 


Item No. 3.5 is the satellite tr: acking and monitoring system. That 
is more nebulous than most of these. What this refers to is the fact 
that the satellites are capable of spoofing, either accidentally or on 
purpose, our ballistic-missile early-warning system. We plan to 
study the question of what we can do about that, how we can prevent 
the spoofing, and how we can prevent the problem of accidentally 
alerting the system; then, if it appears worthwhile, going into the 
development of, perhaps, what amounts to logical computing ma- 

chinery, data-handling ea dlaaa We do not have in mind, with 
this small amount of money, developing a detection system. It just 
would not begin to cover it. 

Mr. Fioop. Do you have anything on meteorites or satellites? 

Mr. Yors. We will include it in the study phase of our program; 
yes—what we can do about that. 


PracticaL APPLICATIONS OF SATELLITES 


Item No. 3.6 ie a collection of practical applications of satellites, 
which apply either to military or the civil space programs, but each 
of them calls hie. a different military problem—different from the 
civil sroblen, so we plan to go into it. 
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COMMUNICATION RELAY 


Satellites can be used for communication relay; that is, you know 
that, now, very-high-frequency communications are not propogated 
beyond line of sight. It is like commercial television; it only goes 
about 50 miles. The proposal here would be to put a satellite up ‘and 
then use it as a relay for these communications. ‘This satellite can 
go at either a high altitude or a low altitude. If you put a satellite 
out 22.000 miles above the surface of the earth, the n it takes 24 hours 
to go around, which is the same length as the day, and that means 
it appears to be standing still, so that it can be us sed as a sta tionary 
relay station, stationary with respect to the ground. You can also 
have one that flies very low and which is used so ymmething lke the 
military reconnaissance satellite. When it flies over Om: tha, let us 
say, the Strategic Air Command fills it with mail. It amounts to 
being a mailman. They will fill it with a lot of information which 
is tape recorded, and then, when it passes over someplace else a half 
hour later, this information can be milked out of it, and it can be 
interrogated and used for passing messages from one place to an- 
other. I mention only these to demonstrate the breadth of possibilities. 


INTERROGATION OF SATELLITE 


Mr. Osrertac. Dr. York, you say the information would be re- 
leased. It would be picked up over Omaha and released somewhere 
else. Would it be automatically released ? 

Dr. Yor. It would be interrogated. The station that it passes over 
would send upasignal. It could be done by timing. 

Mr. Fuioop. I am intrigued by your graphic phraseology—you 
“milk” this satellite for information. You fellows are coming up 
with some very graphic terminology. 

Dr. York. It is like no- year funds. 

Mr. Forp. The time over Omaha would be relatively short. How 
much can you put into it, and how much can you get out of it? 

Dr. York. That depends upon the frequency you choose, and so 
forth. If you use a very high frequency, the answer is, “A lot.” If 
you use a very low frequency, the answer is, “Not much.” ‘That is 
included in all of these factors that must be studied. 

That is a higher frequency situation. 


METEOROLOGICAL REPORTING 


Now, meteorological reporting. What we have in mind here is 
that SAC needs strike information. What is the weather in the target 
area’ The Navy, presumably, wants to know how it is in one part 
of the ocean or another. If somebody is thinking of using atomic 
weapons, you have to be able to make predictions on which way the 
wind is blowing. There is, or course, also civilian meteorology, but 
what is particularly referred to is military meteorology. 


NAVIGATION AID SYSTEMS 


Then, navigation aid systems. There are some proposals, again 
several, for using satellites for all-weather navigational aids like you 
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use the stars now for navigating. Once you get a high-flying satellite, 
it is something you will always know ‘where it is going to be, and 
you can publish a book on it called an ephemeris. Yet, by having 
an active radio in it, you could have it so that it would ‘work i in all 
weather, instead of just in clear weather. It is a possibility we plan 
to study seriously. 

In each of these cases—communication, meteorology, and naviga- 
tion—again, as with these other things, we plan to spend several 
months reviewing the proposals already made and then, if it appears 
warranted, beginning a hardware-development program and buying 
satellites for actual practical tests. 


SOLAR BATTERIES 


Mr. Muiuer. Is there any indication you might have more or less 
permanent battery possibilities through solar charging? 

Dr. York. Yes. Of course, even there, “permanent” really means 
very much longer than ordinary batteries. 

Mr. Miter. I am speaking in the long-run sense. 

Dr. Yorx. Decidedly, that is a very definite possibility. There are 
two sorts of such things. One of them is what are called solar cells. 
These are certain chemicals which, when sunlight falls on them, gen- 
erate voltage. The other possibility is to use a big mirror that focuses 
sunlight on a little boiler, and it boils mercury, water, or whatever 
you put in it, and it runs a little turbine. Most of these work on 
satellites. 

And then, if it is eclipsed by the earth and passes over to the night 
side, the electricity that is generated during the day can be stored 
in batteries. Of course, now you store- disc harge, store-discharge. 
There are distinct possibilities for having things that work for years. 
These cells will eventually be sort of gr adu: lly worn down by mete- 
orite impact, but whether that means they last years, centuries, or 
milemiums, we just do not know yet. 

Mr. Mixer. It would make possible the long-term use of a particu- 
lar piece of hardware? 

Dr. York. Very long; possibly many, many years. 

(Discussion off the record.) 


Sorip PROPELLENTS 


Dr. York. Item No. 3.8 is solid propellents. This refers to ad- 
vanced research on solid propellents. Solids, as you know, have 
many advantages over liquid propellents. At the present time there 
are many active development programs in solids; that is, every time 
one of the services has a requirement for a new solid rocket some- 
body in industry develops it and makes it a little bit better than the 
ones which were developed before. 

What we are talking about here is a program aimed at the really 
long range, an attempt to make bigger steps than are now being made. 

Mr. Srxes. Do you propose now, or in the future, to gather all the 
solid-propellent developments under one heading? 

Dr. York. That is not what is proposed here. 

Mr. Stxes. Might that not be advantageous? 
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Dr. York. It might be. Well, not all of it, but much of it. For 
example, the Army wants the PERSHING and has a requirement 
for a rocket to do a rather specific job. The Air Force has the MIN- 
UTEMAN, and that is required to do a rather specific job. I think 
that we would probably suggest that those go on under the services. 
That is a specific rocket now. What we are interested in here, and 
what we feel is our job, is to — the groundwork for the solid rockets 
that we are going to need 5 years from now rather than the solid 
rockets that are for next year or ss sar after. 

Mr. Fioop. Does this include control of toxicity and all the safety 
measures as well as the mere propellent ? 

Dr. York. This would not have so much emphasis on that because 
those are the kinds of questions you get into in the development of 
the rocket you want next year. What we want to do is to take a 
broad-brush look at all the reasonable possibilities so that we can tell 
which one is best, and then of course include it in the question that 
you asked—what about its military toxicity. 

Mr. Froop. I am interested in its toxicity and thrust if I am in 
the military. 

Dr. York. Things like that can hamstring you. You can some- 
times avoid a good opportunity on the basis that there is no point in 
doing it because it is “obviously” too dangerous. You can be too 

cautious. 

Mr. Fioop. Now then, this 3.8 item, of course, is everything short 
of nuclear ? 

Dr. York. Right. Well, with the emphasis on solids. There is some 
advance liquid work. It does not include nuclear 


Orner Apvancep ReEsearcu 


Now, next are four items called “Other advanced research.” That 
is not such a good name for them. But what they are is strictly 
scientific space programs. Item No. 4.1 is ABMA/JPL program. 
That is the Army Ballistic Missile Agency and the Jet Propulsion 
Laboratory, $25 million. That is a program that has already been 
firmly authorized by everybody that we are aware of that has to 
authorize it. It at a program for four scientific space vehicles to be 
launched this yes One is an earth satellite vehicle carrying the 
NACA balloon that was in this morning’s paper, or last night’s paper. 
One is to carry a large payload of cosmic ray equipment; that is, 60 
pounds in 2 lunar probes. 

Item No. 4.2 is the Air Force ballistic-missile program of three 
lunar probes. 

LUNAR PROBE 


Mr. Sixes. Spell out the meaning of “lunar probe.” 

Dr. York. What we mean by a “yunar probe is a payload which is 
not just a chunk of metal, but a payload that can do something that 
is sent out either to the moon or the vicinity of the moon. In this 
case, the idea is not to do it and then just be in a position where we 
have to say we did it, but to have some more or less solid evidence. 
Tentatively there are four different items in these payloads. Three 
of them will ee what amounts to a mechanical television system. 
This is item 4.3, the Naval Ordnance Test Station program. That 
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sa little gadget that is like a television scanner except it is mechanical] 

inste id of electronic. It sends electrical signals back to the earth and 
with proper decoding you can make a picture out of them. It is sort 
of a one-frame television with a mechanical scanner instead of an 
electronic scanner. The hope would be to get a first look at the other 
side of the moon. 

In addition, there are tentative plans for putting one of the Land 
cameras in one of these ABMA lunar probes and actually taking a 
photograph and then we bring the photograph back by electrical 
means. 

Mr. Frioop. Are these all orbiting lunar operations ? 

Dr. York. Yes. It is easier ne orbit and you can get a lot more 
information that way. 

Mr. Fioop. None is a strike ? 

Dr. York. No. Even if we tried to, the chances now are only about 
25 percent of hitting the moon. The chance of orbiting the moon is 
about another 50 percent and the chance of missing entirely is about 
another 25 percent. That is, provided it does not blow up on the 
stand. That is discounting a comple te malfunction. If everything 
functions correctly, there is about a 75-percent chance. 

Mr. Fioop. “What do you have in the fifth at Bowie ?” 

Dr. Yor. Nothing. 

Mr. Fioop. This is a “very human guy.” He is a “real character. 

Dr. Yorx. In addition there will be in several of these little mag- 
netometers. These are devices for measuring magnetic fields. They 
measure the earth’s magnetic field on the way out to see how it falls 
off, and if the moon has a magnetic field they measure that too. That 
is one of the very important scientific questions here—does the moon 
have a magnetic field? Nobody knows. No one knows why the earth 
has one, but finding out whether or not the moon has one and how 
big it is should help to try to figure out why the earth has a magnetic 
field. 

Mr. Srxes. Does it really make any difference ? 

Dr. York. You cannot tell. You really do not know whether it 
makes any difference or not. In any science, you do not know until 
after you find out whether it makes any difference or not. The record 
of the past is that it usually does. The record also is you usually 
cannot predict why. 





CONTINUATION OF SCIENTIFIC SPACE PROGRAM 


Now, item No. 4.4 is the follow-on program. That is simply more 
of the same. 

Dr. York. This program then is a continuation of the scientific 
space program and a continuation of the IGY program, more cosmic 
ray measurement, astronomical measurements, measurements concern- 
ing the sun, meteorological research, some biological research, and so 
forth. 

In this item ARPA’s role is to supply the vehicles. There is a 
coordinating board consisting of ourselves, the National Academy of 
Science, the National Science Foundation, and the NACA, which is 
set én for the purpose of determining what this program should be. 

Speaking roughly, the Academy decides on the priority. The Na- 
tional Science Foundation and other agencies of that sort build pay- 
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loads, provide the money to the universities or other groups to build 
the payloads, and ARPA supplies the launching vehicles. The De- 
partment of Defense supplies the launching vehicles. 

The coordinating board essentially ties all this together. 


EXECUTIVE DIRECTION 


Now, item No. 5 is called executive direction. I do not know what 
that is. 

Mr. Srxes. $400,000 is for salaries and expenses ? 

Mr. Jounson. Yes; for operating ARPA. 

Mr. Forp. Are the items under No, 4 those which if Congress au- 
thorizes the NASA will be transferred to their jurisdiction ? 

Dr. York. Those are the ones which obviously are to be transferred 
to NASA. There will be discussion about some of the items under 3 
also. However, the items under 4 are items which we say obviously 
go there. 

COMMENDATION OF DR. YORK 


Mr. Fioop. Doctor, in the past year especially, and for the last 4 or 
5 years, more particularly, we have had a galaxy of scientific stars 
orbiting this committee and passing through the atmosphere of this 
room, the likes of which you would never believe. But you certainly 
impress me as being not only one of the most learned, but one of the 
most human that I have seen, heard or smelled. , 

Mr. Johnson, let me say this, you are a very lucky guy. If I had 
the bad luck to be in your shoes to do the job that you are going to do, 
I would certainly like to have that fellow alongside me. As far as I 
am concerned, he has projected an awareness and an understanding of 
our problem in his presentation which is going to be invaluable. 

Mr. Srkes. You have given us a very interesting discussion this 
morning and we will expect to go further into it this afternoon. 


APPROPRIATION REQUEST 


Now, let me ask you how much new money are you asking for in 
this item of $520 million ? 

Dr. York. $340 million was the original 1959 request and $180 
million more was in the amended request. 

Mr. Srxes. All of it is in fiscal year 1959 funds. There are no carry- 
over funds ? 

Dr. York. No. 

Mr. Gisr. That is correct. 


TRANSFER TO ARMY FOR NIKE-ZEUS 


Mr. Scrivner. As I understand it, Item No. 1 has been discussed by 
the Army under the NIKE-ZEUS program. So although ARPA 
has requested $157 million, some of that will be transferred to the 
Army ? 

Mr. Jounson. May I answer that? $57 million of that amount will 
be transferred promptly to the Army for NIKE-ZEUS work. $20 
million is earmarked for basic research on NIKE-ZEUS, which ARPA 
will continue to look very closely at. 
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Mr. Stxes. Who will do the basic research ? 

Mr. Jonnson. That will be contracted out. 

Mr. Stxes. Through private industry and schools ? 

Mr. Jounson. That is $77 million. The remainder then is work 
which we cannot specify now in the very, very broadest kind of phe- 
nomena study of the signature and the other phenomena that Dr. York 
referred to that would ap yply to any system of defense. It might 
apply to NIKE-ZEUS and it might not. It has not been thought of 
as applying to any system as we now think of it—the WIZARD, 
NIKE-ZEUS, or any of them. 

Mr. Stxes. That indicates that it has not gone as far as some people 
would like to think. You still have a lot of problems to solve? 

Mr. Jonnson. That is very true. 

Mr. Wicetesworri. I was interested in the question raised by Mr, 
Serivner. As I understand it, over and above the money you have 
just referred to to be used for NIKE-ZEUS, the Army 1s receiving 
something like $175 million ¢ 

Mr. Jounson. Yes. 

Mr. WiecteswortH. For the same project ? 

Mr. Jonson. For the same project. 

Mr. WiceteswortH. Why do we do it both w: iys? Why do we not 
either give the money to the Army or give the money to ARPA? 

Mr. Jounson. I think that we can answer that by saying it was in 
the mind of the Secretary of Defense to have the total antimissile 
work supervised completely by ARPA. However, in the last couple 
of months it became quite clear that NIKE-ZEUS was getting ready 
to become operational and that much of the money that would be 
needed in 1959 would be long-term commitments for production, pre- 
production money, and we did not feel that ARPA should ever get 
into that kind of a program where hardware was contemplated. 
ARPA’s role is to stay with research out ahead. 

Now, the $57 million that we are transferring automatically to 
NIKE-ZEUS, to the Army, has some research in it, but it is mainly 
development. The $20 million, we think, is for advanced research 
that would make a more sophisticated NIKE-ZEUS, and we will 
direct that activity. 

FUNCTION OF ARPA 


Mr. Wicciteswortn. Generally speaking, the function of ARPA is 
research and planning. When you get beyond that you are going to 
work through the established agencies of Government, or the univer- 
sities, ssn so on ¢ 

Mr. Jomnson. Yes; I think we made it clear this will be a technical 
organization of a very limited number; a management planning 
group. The contracting work will be very largely in the military 
services. In some cases it will be universities and outside laboratories. 


ESTIMATE FOR MILITARY RECONNAISSANCE SATELLITES 


Mr. Wiccteswortu. How did you arrive at the figure of $152 mil- 
lion for item No. 2, military reconnaissance satellites ? 

Mr. Jounson. That is a very good figure. That number is very 
tight because the 117-L program has been in progress now for some- 
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thing like 18 months, and in 1958 I believe the expenditure is around 
$55 million. To really do the job the Air Force needs to do, they have 
asked for $215 million. This is short of the total funding that they 
believe they can spend. At the moment we are requesting only the 
$152 million. We think this is the amount that will be best spent dur- 
ing the period, or committed during this period. 

Mr. Wiceiesworru. I think that is all, Mr. Chairman. 


COMMENDATION OF WITNESSS 


Mr. Norretit. Mr. Chairman, I want to concur in what the other 
members of the committee have said regarding the fact that we now 
have in charge a chief scientist who really knows his job. I do not 
always know what you are talking about, but I think you know. I 
want to say that I have enjoyed Mr. Johnson’s and Dr. York’s pre- 
sentation and what you have outlined for the Advanced Research 
Projects. I am relieved to know now that you are in charge of the 
program, a program like this. Maybe we can go somew here. 

Mr. Scrivner. Let me make this observation before we close, be- 
cause I cannot be here this afternoon, inasmuch as I will be leaving 
for Denver as a member of the Board of Visitors, Air Force Academy. 

I have been very much impressed by the presentation made, both 
of Mr. Johnson and Dr. York. We had some misgivings when ARPA 
was suggested, but if things happen as indicated here this morning, 
we may be on our w ay toc lear ing out a lot of confusion and dispelling 
a lot of doubts that have arisen about the nature of these programs. 

It is a great pleasure to me to see that among those that will be 
working with ARPA is Admiral Clark, who has been with us for 
so many years and whose knowledge of the missile program, partic- 
ularly as it is related to the Navy program, has always been ji impres- 
sive. And if such a group of men like that perform as anticipated, 
it will be one of the great contributions to our defense system. 


FUNDS FOR AIR FORCE RADAR 


Mr. Fioop. Before Mr. Wigglesworth leaves, you asked him, and 
I think Mr. Scrivner asked him, about item 1 and the $57 million for 
the Army. In this program on ZEUS, while not technic ally on ZEUS 
itself, which is a missile, the Air Force on early warning and ad- 
vanced radar side of this whole antimissile program, does the Air 
Force get any part of that $157 million ? 

Mr. Jounson, Are you referring to WIZARD? 

Mr. FLoop. No. The directive of the Secretary of Defense on anti- 
missile missiles warfare gave the Army the ZEUS program. 

Mr. Jounson. Right. 

Mr. Froop. And then gave to the Air Force the advanced screening 
radar, which is utilized for all advance early warning purposes, but 
is also a part, as far as the Air Force is concerned, of this antimissile 
missile operation. Now, does the Air Force get any part of the re- 
maining $100 million for ARPA ? 

Mr. Jounson. I cannot answer specifically whether they will get 
any money for the project you are discussing. 

Mr. Fioop. I know all about that. 
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Mr. Srxes. Will you be prepared to give a detailed answer to that 
question at 2 o’clock ? 

Mr. Jounson. Yes. 

Mr. Sixes. The committee will please come to order. 


POSSIBLE COMPETITION WITH OTHER AGENCIES 


Mr. Johnson, as the committee has indicated to you, we are tre- 
mendously interested in what you are proposing to do. We recog. 
nize the great importance of the work that this agency can do but 
at the same time, [ think that you will agree with me that this com- 
mittee and the Congress would want to be sure that this is not just 
one more agency to further complicate an already complicated pic- 
ture and to compete with other agencies for talent which already is 
scarce. 

Mr. Jounson. Yes, sir. We certainly do not intend to do that, 
As a matter of fact, outside of maybe 4 men that we have staffed 
from within the Department of Defense and Mr. Gise, who has come 
from the Atomic Energy Commission, we are expecting to get all 
of our people recruited from private industry, from universities and 
privately managed laboratories. 

IDA is working this out. I would say that maybe a dozen top men 
are being recruited in the IDA organization, men who have doctor’s 
degrees, to give us technical assistance on a contractual arrangement. 

We do not intend to compete with presently available manpower 
in the defense effort. 

AUTHORIZATION OF ARPA 


Mr. Srxes. Mr. Johnson, under the heading “Purpose and scope of 
the appropriation” in your justifications, page 2, the purpose of the 
appropriation for your Agency is explained as— 


To provide funds for advanced research and development as authorized by law 
in the fields of ICBM missile defenses, military reconnaissance satellites, mili- 
tary applications of space technology and such other advanced research and de- 
velopment as may be assigned. Additionally, and until such time as a civilian 
agency may be established, this appropriation will provide funds for starting 
certain civilian-type experiments and explorations in the field of space science 
and technology as are specifically authorized by the President, pursuant to the 
provisions of section 7, Public Law 85-325. 


(The law is as follows :) 


PusiLic LAW 85-325 
85rn Congress, H. R. 9739 


February 12, 1958 


Sec. 7. The Secretary of Defense or his designee is authorized to engage in 
such advanced projects essential to the Defense Department’s responsibilities 
in the field of basic and applied research and development which pertain to weap- 
ons systems and military requirements as the Secretary of Defense may deter 
mine after consultation with the Joint Chiefs of Staff; and for a period of one 
year from the effective date of this Act, the Secretary of Defense or his designee 
is further authorized to engage in such advanced space projects as may be desig 
nated by the President. 

Nothing in this provision of law shall preclude the Secretary of Defense from 
assigning to the military departments the duty of engaging in research and de- 
velopment of weapons systems necessary to fulfill the combatant functions a 
signed by law to such military departments. 
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The Secretary ur his designee is authorized to perform assigned research and 
development projects; by contract with private business entities, educational or 
research institutions, or other agencies of the Government, through one or more 
of the military departments, or by utilizing employees and consultants of the De- 
partment of Defense. 

The Secretary of Defense shall assign any weapons systems developed to such 
military department or departments for production and operational control as 
he may determine. 

Mr. Stxes. ARPA was given an authorized life of 1 year. Now, 
the administration has submitted legislation— 
to provide for research into problems of flight within and outside the earth’s 
atmosphere, and for other purposes. 

Section 2 of the administration bill states in part— 


the Congress hereby declares that the general welfare and security of the United 
States require that adequate provision be made for research into, and the solu- 
tion of, problems of flight, within and outside the earth’s atmosphere, and that 
provision also be made for the development, testing, and operation for research 
purposes of aircraft, missiles, satellites and other space vehicles, manned and 
unmanned, together with associated equipment and devices. The Congress fur- 
ther declares that such activities should be directed by a civilian agency exercis- 
ing control over aeronautical and space research sponsored by the United States, 
except insofar as such activities may be peculiar to, or primarily associated with, 
weapons systems or military operations, in which case the agency may act in co- 
operation with, or on behalf of, the Department of Defense. 

Do you agree with the sense of that statement ? 

Mr. Jonnson. Yes, sir. 

I interpret the last part of that clause in Public Law 85-325 to refer 
to nonmilitary space programs as having only a temporary lease of 1 

mT F ~ . : 1 iG 77° 7 

year. That has been our understanding. So far as military programs 
with military objectives are concerned, we do not think the 1 year 
applies. 


PROPOSED NEW AGENCY 


Mr. Sixes. What will be the effect of H. R. 11881, “To build or pro- 
vide for research and problems within flight pertaining to the outer 
atmosphere,” if enacted ? 

Mr. Jonnson. Our present interpretation is that the projects and 
the exhibit that was referred to—Dr. York worked from that list this 
morning—that the items under Nos. 4 and 4.1, 4.2, 4.3, and 4.4, all under 
the heading “Other advanced research,” would automatically to the 
extent of $72 million be transferred to the new agency. However, it 
is the understanding that we have had in discussions with Dr. Dryden 
that the projects which we are now working on for completion in 
calendar year 1958, by the end of December, would not be turned over 
because to change horses in the middle of the stream, having gotten 
this far, would not be wise. 

Consequently, items 4.1, 4.2, 4.3, and 4.4 would probably be con- 
tinued to be administered by ARPA. 

There is a gray area under items 3.1 down through 3.8 where I do 
not know how we will finally decide them. There is current discus- 
sion that man in space should be civilian. There is some discussion 
that development of special engines in the 1 million to 2 million-pound 
thrust and above should be in a civilian agency. There may be other 
items here that will have to be determined, I would guess, under the 
present terms of that law, by the White House, as to what items will 
be transferred to the new agency. I would hope that the new agency 
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would have its own budget submitted, irrespective of the funds that 
would be made available | here, in a positive program created by them- 
selves. Then such things as were civilian would be transfert ‘ed on an 
additive basis. I think that if ARPA’s program were added up and 
it were said that this was going to be the total of the military and 
civilian effort in space for calendar year 1959, it would be inadequate, 

Mr. Forp. Will you please repeat that? 

Mr. Jounson. It is my personal opinion that the amounts of money 
in this budget for space exploration allocated to two agencies—that is, 
the Department of Defense, ARPA, and a new civ ilian agency—would 
be inadequate to further the goals of both. ARPA did not conceive 
a completely comprehensive c ‘ivilian budget in this program. 

Our idea of $72 million, which is No. 4 here, civilian, I do not think 
that the new agency would consider it as adequate. 

Mr. Forp. In other words, when they get their program put to- 
gether for what they think 1 is the right program, we would probably 
have to supplement that $72 million? 

Mr. Jounson. That is true. That should be the approach to build- 
ing a program rather than saying that this is a total effort in space 
and what they can get from the Department of Defense becomes their 
budget, which I think would be completely wrong. 

Mr. Ostertag. Would you yield, please? 

Mr. Srxes. Yes. 

Mr. Ostertac. Mr. Johnson, as I understand it, ARPA is a part of 
the Department of Defense? 

Mr. Jonnson. Yes, sir. 

Mr. Osrertac. You do not really separate Department of Defense 
funds from ARPA funds, is that correct ? 

Mr. Jounson. That is correct. 

[ see your point. In the program that we conceived here, we were 
bound to continue the civilian effort. 

Items 4.1, 4.2, and 4.3 were worked out with the several scientific 
bodies, as an extension of the Geophysical Year program. Then we 
threw in another $44.7 million to go through calendar year 1959 as we 
consider it a minimum effort. This new bill specifies definitely that 
the new agency shall get into the business of creating hardware of 
the type that we did not conceive in our budget. I would guess that 
they would need more money. I have not talked to them and I do 
not know. 

FUTURE OF ARPA 


Mr. Stxes. This may be what needs clarification and I am going 
to state a question which will do that. We have touched on this part, 
but I think it needs further clarification. Let me say by way of pre- 
face that it appears from the draft of legislation that we have been 
discussing, and which was prepared by the executive branch, and the 
statement of the purpose of your appropriations as presented in your 
justifications here today, that it has definitely been concluded that 
some of the work of ARPA will be taken over by the new Aeronautics 
and Space Agency if and when that Agency is established. 

Mr. Johnson, your statement would indicate that ARPA will con- 
tinue indefinitely with other phases of activity, or so I understand. 

Will you comment further on this point by clarifying that situa- 
tion? First, can you tell us thus far whether you are in agreement? 
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Mr. Jounson. I am, sir. 

Mr. Srxzs. In addition, do you expect the program for ARPA to 
develop beyond that stated as the purpose and the scope of the ap- 
propriations which I have quoted ? 

Mr. Jounson. No, sir. I would like to say that it is ARPA’s firm 
belief that from a military viewpoint, item No. 2, “Military recon- 
naissance satellites” is an absolutely minimum program of $152 mil- 
lion which is, as you know, assigned to the Air Force. 

Item No. 3, which is “Military developments for, and applications 
of space technology,” is in the sum of $138.2 million which we believe 
is a must within the Department of Defense. It is a minimum effort, 
as we see it now, to further the military interests in the ultimate space 
program. We believe that these other advanced research projects 
which we concede should be consigned to a civilian agency have very 
definite value for a long-range military program. 

The information which we are obtaining through the experiments 
in items under No. 4 have value in all of the other work that leads 
up toa man in space or to other knowledge for military reconnaissance. 
They have a great deal of valuable data and if a civilian agency 
were not to be set up, we would advocate proceeding with that pro- 
gram for military reasons. 


CIVILIAN VERSUS MILITARY CONTROL OF SPACE EXPLORATION 


Mr. Srxes. Apparently some in the top levels of the administration 
as well as some in the Congress feel that the exploration of space 
should be taken away from the military agencies. Yet it is difficult 
to visualize any immediate practical purpose in space exploration aside 
from man’s natural curiosity and weather observations, except insofar 
as such exploration may have some military value. 

Mr. Johnson, may I ask how you feel about that premise advanced 
by some, that the exploration of space should be taken away from 
the military agencies? 

Mr. Jounson. I personally think it would be a grave mistake. I 
think Dr. York in his comments this morning made a point that we 
cannot establish a military objective, but I think we all instinctively 
feel that if Russia were to proceed to make the most of mechanical 
metering, instrumentation in space, plus adding a man or men, and 
we were to proceed on the basis that man was only superficially to be 
used in space, and stayed with metering only, robot devices, I have 
a feeling that over a period of years Russia would be superior in the 
conquest of space. I do not mean conquest literally, or militarily. I 
am quite sure that we are not going to be able to draw a line militarily, 
the Air Force particularly, so many miles up and say that an aircraft 
at this point in space, or a vehicle at this point, is of value militarily 
and beyond that it is not. 

At the moment I am not quite sure there is military advantage in 
the area of the moon. 20 years from now there may be. Arguments 
have been made by many of the scientific fraternity that it is ridicu- 
lous to drop bombs from outer space. A bomb will not fall from that 
height but presume a death ray could be created in the next 20 years. 

Getting up 500 miles in the air with a death ray might be a per- 
fect way to use it against an enemy or an enemy’s attack on you. I 
think that conversation now that says that because a bomb will not 
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drop from 500 miles assumes that that weapon, a bomb, 20 years 
from now is the only formidable weapon. We have to think of new 
weapons. We have to think of weapons we do not dream of now, 

I am not a Buck Rogers theorist in saying that a death ray can be 
invented. I know enough of what is going on in the world of science 
to concede that there may be weapons that will be used to far greater 
advantage in outer space than they would be on earth. If that hap- 
pens, and if they were used against us, I think that in the year 1958 
we would have made a tragic mistake if we arbitrarily said military 
people have no right to operate in outer space. 

Mr. Srxes. Admiral Clark, would you comment on this subject? 

Admiral Crarx. I concur fully, Mr. Sikes, in what Mr. Johnson 
said. I think that a lot of our problems in the past are directly trace- 
able to the fact that in research and development we were unable to get 
these things funded or approved because we were unable to prove a 
military requirement. If we must first prove a direct military appli- 
cation or a direct military requirement, then it ceases to be research. 


EFFECT OF PRESENT UNCERTAINTY ON PROGRAM 


Mr. Srxes. Mr. Johnson, do you anticipate that a shifting of proj- 
ects from the Department of Defense to a civilian space agency may 
result in serious delays at this crucial point in our race for the con- 
quest of space ? 

Mr. Jounson. This has disturbed me personally. Recruiting the 
scientific staff in an atmosphere of uncertainty that now exists in this 
area, has produced some problems but they are not too great. All of 
us are intensely interested in forwarding the program in spite of the 
jurisdictional problem. 

At the moment I do not think that has hurt our recruiting and I 
think that we can make an orderly transition, so long as there are 
not undue delays in determining what is military and what is 
civilian. 

The thing that bothers me about the present program is the kind of 
mechanism for decision making in this gray area. There will be for 
a while a substantial gray area, but as time goes on and this policy 
becomes more workable, I suspect the conflicts will decrease. Fora 
year they might be significant. 

However, if men of good will try to work it out, I do not think you 
will find any delay in our total program. 

Dr. York. May I comment ? 

Mr. Sixes. I wish you would. 

Dr. York. As I mentioned before the lunch recess, we are already 
working with the other agencies that would be involved and we are 
doing that just on the assumption that it is a foregone conclusion 
that a certain sizable portion of this work is going to go to a civilian 
agency. Weare concerned and so are the others in these other groups 
that in a changeover there is an excellent chance that a lot of things 
will simply get lost and not be done because nobody knows who 1s 
supposed to do what. That was the reason for the approach that I 
described this morning. 

When it comes to trying to fund for these things, or finding people 
to do them, making arrangements for talent, components, and so forth, 
we are proceeding as if there were not going to be a civilian agency. 
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We take the civilian agency into account in that we do discuss every- 
thing with the people who are likely to be in charge of it before we 
do it. We have a Coordinating Board that consists of ARPA, the 
National Academy of Science, and the National Science Foundation, 
and the NACA working on all of these items numbered four. 

Mr. Forp. May I ask a question? 

Mr. Srxes. Yes. 


COMPETITION AMONG SCIENTISTS 


Mr. Forp. Among the scientific fraternity, men like yourself and 
the higher echelons, is there in existence a feeling of good will? There 
is not a feeling of competition and rivalry and so forth? 

Dr. Yorx. Between the Department and the NACA? 

Mr. Forp. No, just among the highly competent top echelon of 
scientific talent? For example, their saying, “Well, it is in that agen- 
cy and I am going to have something to do with it and if it is in 
the other agency, somebody else is.” 

Does that feeling prevail in the situation or does this feeling of 
good will that exists pervade it ? 

Dr. York. It is by and large good will, but there is a certain amount 
of what you mentioned. There are people who are very eager to be 
in on this, so to speak, and they are concerned about whether they 
will be in on it if it goes one way as compared if it goes another 
way. 

There is a certain amount of concern, yes, but as far as working 
together to get the job done, it has not interfered. It is always difficult 
to work in an atmosphere as uncertain as this one is, but I think all 
parties involved are doing pretty well considering that. 


EFFECT OF PROPOSED CHANGES ON PRESENT PROGRAM 


Mr. Srxes. Admiral Clark, will you comment on the possibility of 
dangerous delays as a result of shifts of projects from the Depart- 
ment of Defense to civilian agencies ? 

Admiral Cuarx. I do not think it is nec essary to have delays, Mr. 
Sikes, because the understanding here is that ARPA will go ahead with 
these projects as proposed, just as though ARPA were the only 
agency. When the new agency is ready and the shift can be made 
smoothly and without a hitch in the program, all right, but in the 
meantime it is understood that we will work very closely with them 
and we will incorporate their ideas into these experiments so that we 
will not hand them something they do not like. This is now being 
done. 

I do not think that it would cause delays. 

Mr. Stxes. Do you anticipate diflic ulties in maintaining the spirit 
and interest of personnel in projects when shifts to or from ARPA 
are in prospect ? 

Mr. Jounson. I am concerned about this, as I said earlier. How- 
ever, at the moment the facts do not bear out my concern. I think we 
are bearing exceedingly successful in recruiting men, or IDA is, in our 
behalf. We are talking to some 12 scientists, top men in their field, 
half of them have doctor’s degrees, and they do not seem to be con- 
cerned about this. I think that perhaps this comes from the fact that 
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they believe in the rightness of ARPA and they are not necessarily 
space bugs. They believe that ARPA is conceived in such a w ay that 
they can work we tl and e reatively, not as career men, but for a year or 
18 months. I am very pleased with the response we are getting. 


POSSIBLE SHIFTING OF FUNDS 


Mr. Stxes. Do you foresee a necessity for budget shifts other than 
those which were described this morning? 

Mr. Yor. We see the possibility that somebody might suggest it, 
but we think that these programs, except for the ones we obv iously said 
were civil, that they all have a military value and we would like to 
see them left alone. 

Mr. Jounson. I would like to comment, if I may. 

Mr. Stxes. Please do. 

Mr. Jounson. I would like to comment on the shift of funds. I 
think that as the year progresses and our objectives in the assigned 
project areas become more specific, we will find that there is no water 
at all in the proposed budget. It may well be that as the year pro- 
gresses and if there are going to be any discretionary fun ds in the 
Secretary of Defense’s overall budget for research purpose, there 
might be reason to believe that there would be a transfer of additional 
funds to ARPA. I can conceive of emergency situations arising 
where breakthroughs can come rapidly by an expenditure of money 
not available within this fund that would have to involve transfer and 
our appropriation language here is worded in such a way that we 
would presume that the transfer of funds within the Department of 
Defense would be easily accomplished. 


RELATIONS OF ARPA WITH MILITARY SERVICES 


Mr. Sixes. Mr. Johnson, I would like for you to explain in greater 
detail how you propose to operate in your relations with the three 
services in the direction of administration of the programs under 
ARPA’s jurisdiction. I am going to suggest that you prepare that 
answer for the record. We want it in much more detail than we have 
time for at the moment. 

(The material referred to follows :) 


ApvVANCED ReseArcH PROJECTS AGENCY—PROPOSED POLICIES AND PROCEDURES FOR 
CONDUCTI RESEARCH AND DEVELOPMENT ON PROJECTS ASSIGNED 

1. ARPA will make extensive use of the facilities of the military depart- 
ments, other Government agencies and private industry or universities for the 
conduct of its work wherever it is believed that the necessary technical com- 
petence exists, in lieu of acquiring or establishing such facilities in ARPA. 

2. For the present it is not intended to acquire laboratories which will be 
operated by ARPA, even though this arrangement may at a later date and under 
certain conditions prove most feasible. 

3. In utilizing facilities of the military departments for conducting ARPA 
projects, 1 of 2 general methods will be followed, depending upon whichever 
appears best suited to the objective concerned : 

(a) As a general rule, projects such as NIKE-ZEUS and WS-117L which 
are based on stated military requirements and have potential early operational 


capabilities will be assigned to a military department and the necessary funds 
to support the research and development will be transferred and merged with 
the appropriate funds of the military departments. On those projects ARPA 
will maintain surveillance and provide technical advice und guidance 
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(ob) As u general rule, on the longer range research and development involving 
new systems and components or projects in the field of space science and tech- 
nology the project will be given directly by ARPA to a field facility of a military 
department. In these cases funds will not be transferred. Instead, the facility 
will be authorized to cite ARPA funds for direct obligation and supervision 
over the projects will be direct from ARPA to the facility concerned. 

4. Arrangements with other Government agencies will be on a conventional 
reimbursement or advance of funds basis, as appropriate 

5. Insofar as contracts with universities and private industry are concerned, 
two methods will be followed : 

(a) ARPA may request a military department contracting facility to execute 
and administer a contract for ARPA citing ARPA funds. 

(bh) ARPA may execute a contract and assign it to a military department 
facility for administration. 

6. ARPA’s administrative relationships with the military departments will 
generally conform to the policies governing arrangements whereby certain 
administrative services are furnished Secretary of Defense activities by a facility 
of a military department. These policies were established initially in 1947 for 
the Office of the Secretary of Defense and pertinent provisions, particularly inso- 
far as they relate to accounting and disbursing, are carried in appropriate 
regulations of the military departments. For the most part, the administrative 
relationships will be established and administered by the Administrative Office, 
Office of the Secretary of Defense, on behalf of ARPA. 

Mr. Stxes. Tell us what type of cooperation you are getting from 
the military serv ices in your attempts to coordinate programs, par- 
ticularly in this program area where the military already had projects 
underway and for which you have taken over jurisdiction ? 

Mr. Jounson. I have been very happy with the situation in regard 
toall three services. The largest project we took over with the 117-L. 
a I a k, we are all very, very ple: ased with the capability shown 
by the Air Force in planning that project and in its execution. They 
have oe very, very cooperative in briefings and listening to our 
attitudes. I could not ask for more cooperation. 

The same applies to our studies on the NIKE-ZEUS and of all 
the work in the Department of Defense that has been accomplished 
and is going forward in antimissile work. Both the Army and the 
Air Force have been very, very cooperative. We have nothing to 
complain about at all. 

With regard to the civilian moon probes and the other satellites 
that Dr. York spoke of, we felt it advisable to work directly with 
General Schriever and General Medaris. We were very pleased with 
the way the Secretaries of the Air Force and Army agreed that in 
projects of this kind it would be best to cut out moving through the 
Secretary's Office and down, and agreed to going straight across 
without following organization channels as indicated on these charts 
that have been provided you. 

here, too, we are getting very fast action. 

We were able to accomplish orders on General Schriever and Gen- 
eral Medaris for moon shots in a matter of 12 days. They came back 
with detailed analyses of programs and funds very promptly. 

We also gave them the job to supervise the contract, we gave them 
a work order and then an order to supervise that work. 

We are not building any administrative staff at all for ARPA. 
General Medaris and General Schriever picked up the ball very 
rapidly and the result is something that I would like to mention 
off the record. 


(Discussion off the record. ) 
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Mr. Jounson. I think this is a phenomenal thing and it was only 
done because of this complete cooperation of the Secretaries. 

Mr. Sixes. A very fine thing. That is very encouraging. 

Dr. Yor«. I would like to second all of that. So far it is very good, 

Mr. Manon. Mr. Miller. 


CONTINUATION OF AIR FORCE RESEARCH PROGRAMS 


Mr. Mitier. When the Air Force was recounting research and 
development projects before this committee a little while back the 
indicated that they had been instructed to terminate some researe 
and development programs that they had initiated and were in pro- 
gress because of the new setup and the new funding. 

The implication was that the funds were not being asked for in 
their budget because they no longer had the responsibility i in that 
particular field, and it was also indicated that some of these programs 
looked as if they might have merit. I believe we rather assumed, 
and I think they did, that what was good in those fields or what looked 
promising in those fields would be screened carefully by your organ- 
ization and would doubtless be carried on, if it seerned worth while, 

Were we right in that supposition ? 

Mr. Jounson. You are correct, sir. I would like to point out that 
in the total budget of $520 million for ARPA, military reconnaissance 
satellites amounts to $152 million and is all Air Force. The man-in- 
space program would be Air Force, very substantially. 

In the defense against the ICBM, there might be as much as $50 
million assigned to contractors through the Air Force. 

I would guess that more than half of ARPA’s program would 
actually be executed by the Air Force. 

It is true that the Air Force did ask for, or recommended to us, for 
the military reconnaissance satellite, another $50 million over that 
which we have here. 

Somewhere you have to exercise judgment as to the economics of 
these progr a, and it is our judgment, and I do not think the Air 
Force is too unhappy about it, that the $152 million rate of expendi- 
ture would probably be more proper than the $200 million rate. Time 
may prove that we were off a little, but I do not think we are off very 
much. 

They did discuss another eres er program, but it was never 
in a specific program beyond what we are recommending. They are 
telling us on May 6, in an all-day briefing, what their plans are on the 
man in space. This funding we have here may not be adequate in 
connection with the plans as nye project them. 

Again, I think we must carefully consider how much money can 
be spent in the initial stages of that kind of a program, and spent 
wisely. 

They may have reason to complain but everything they have rec- 
ommended has bee n very ¢ arefully reviewed. 

Mr. Miter. I do not think, sir, the testimony I am referring to 
amounted toa complaint. They merely indie ‘ated. and I believe some 
of this even went into basic research, that there were certain contracts 
for which they had been responsible that were being terminated be- 
cause they no longer had charge of the program and what I was seek- 
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ing assurance with respect to, was that everything that they had in 
the mill or that the Army or "Nav y, for that matter, had in the mill 
was being screened by your organization. So that something would 
not be left to die on the vine that might have promise. 

Mr. Jounson. You are absolutely correct on that, very carefully 
screened. 

Mr. Srxrs. Mr. Mahon, do you have any questions of Dr. York? 

Mr. Manon. No, sir. 

Mr. Wurrren. No questions. 

Mr. Mixxer. I would like to say this for the record: That I think 
Dr. York’s presentation was most interesting this morning, and that 
I for one have a stronger feeling of confidence than ever before in 
this program, and was very glad to have him with us here today. 


COMMENDATION OF WITNESSES 


Mr. Osrertac. Mr. Chairman, may I add a word of commendation 
on the presentation of the ARPA program by Mr. Johnson and 
Dr. York. It is evident that their understanding of the Agency’s 
objective and their attitude toward the responsible § Services will go 
far in achieving the vital results involved in this field. I do want 
to pay special tribute to Dr. York because he is a product of the city 
of Rochester in New York State, a territory I represent. Dr. York, 
you are making an outstanding contribution and we are proud of it. 
The Defense Department is for tunate to have your services. 

Mr. Fioop. You are a rare bird around here, Doe. 


CREATION OF NEW AGENCIES 


Mr. Wuirren. I think perhaps it well to mention here, in the Con- 
gress we see so many times, that every time we get a few problems 
we set up a new agency and we have various w itnesses come before 
us and they always justify it. It leads you sometimes to the feeling 
that we might miss the end results because we always do pile some- 
thing on top, and that we get all enthusiastic about these far places 
and new developments to the point that we overlook the very basic, 
down to earth sort of things, which perhaps can contribute just about 
as much to results as a whole lot of money floating around. 

We have had before this committee Mr. Rockefeller, who recom- 
mended we spend $3 billion more a year on military, and yet he ad- 
mitted that he and his group had not had time to study what we were 
already doing. They had no awareness of how much money we 
already had. 

This is a matter of record. 


EFFECT OF SCIENTISTS FREQUENTLY CHANGING JOBS 


The point I am making, and the reason I am making it while 
Dr. York is here, I have had some people talk to me, whom I know 
personally and socially, to state that one of the reasons that we are 
not getting more results, one cause for not getting more results in 
research and development is the fact that the contractors with the 
Government hire people from each other and that really results, 
however brilliant a scientist may be, it is usually about 18 months 
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before he can get acclimated to the point that you can prove that he is 
contributing to the overall project. 

This is a broad estimate that Iam giving. He can cite any number 
of young scientists who are hired in an eight, ten, or twelve thousand 
dollar field and by 18 months when he is ahile to show some results 
with the Government, he left that contract with the Government, 
went to another and started another 18- month cycle at $18,000, and 
within another 15 months he was with the services. 

When we talk about coordination between the services I wonder 
if you recognize this problem as it has been explained to me as 
being one that does exist. 

Dr. York. I recognize it so far. 

Mr. Wuirren. And if your coordination responsibilities and au- 
thorities go to the point of studying this type of thing to see if we 
are getting as muc . — as we should, just because of a little faulty 
hiring agreement, or some other means, or some agreement between 
these folks who have contracts with the Government that they want 
to proselyte the employees of the others. 

- Is it within your authority and responsibility to give attention to 
these hiring practices, contract jumping, not in violation of contract 
but the movement of personnel, even though they be civilian and work- 
ing for private enterprise, from one contractor to another, is it within 
your power and within your responsibility, and do you contemplate 
giving study to improvements that might be in order in that field 4 

Dr. York. I cannot really answer the question. 

Mr. Wuirren. I asked this because you are here, to see if I was 
right in this regard. 

Dr. Yorr. The problem you describe is a real one. Of course it is 
much worse in times when there is a very great shortage of people 
because then it is easier to do all this job jumping and the thing that 
has brought on the last big spurt of it were the crash programs in 
the ballistics missiles. I think that maybe it will not be so bad in 
the next couple years, because the difference between supply and the 
demand of people will not be quite so bad the next couple of years 
as it has been in the past couple. 

Mr. Wuirrten. In this purely scientific field, with all this expan- 
sion and with a limited number of these really skilled, top scientists, 
that tight supply is going to last for a good while, though, is it not! 

Dr. York. Probably not quite as bad as it has been. 

During the rapid expansion of the missiles industry to get. the 
ICBM and IRBM, et cetera, all going, I think that sort of thing was 
worse than it will be the next couple of years. It is a serious thing. 
It has always been a nuisance to somebody tryi ing to direct a program 
to have the best men be snatched away for 50 percent more salary or 
something like that. 

Mr. Wuirren. But then he has wasted some of his efforts with you 
and then for 18 months he is wasting some of his talents with the new 
one; is he not ? 

Dr. York. Yes. IT always found it to be quite a nuisance myself. 

Mr. Wurrren. May I carry this one step further with Mr. John- 
son ¢ 

In this field of reaching some kind of agreement between contrac- 
tors with the Government—I realize this is not something you can 
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control by law under our type of government—but is this a field in 
which your offices could be used to keep at a minimum this problem 
that we are discussing, Mr. Johnson? 

Mr. Jonnson. Well, I suspect that it would be possible, in contract- 
ing procedure, to write in some restrictive clauses, but I could not 
give an off-the-cuff answer to your question. We ‘would be glad to 
explore that. 

Mr. Wuirren. I think it is in line. 

Mr. Donia, We could see if we could make a contribution that 
was legal. 

Mr. Wnuirren. The best thing to do would be to get it by gentle- 
man’s agreement. 

Dr. York. That has been tried. It works for a while and then 
things go to pot and you have to have a new gentleman’s agreement. 

Mr. Wurrren. This is not a new field for me to ask questions in. 

During World War II and afterward, I wrote a provision where 
we tried to prevent this sort of thing with civil service employees. 
Of course, in that field you have a better chance to write this into law, 
whereas in dealing with private contractors you would have difficulty. 

Thank you, Mr. Chairman, for letting me raise this —— a 
do wish to say that I think it is a field to which you could well give 
some of your attention, because I know you are interested in the re- 
sults. 

Mr. Jounson. We will examine it, sir. 

Mr. Srxes. Admiral Clark may wish to comment on Mr. Whitten’s 
statement. 

Admiral Crarx. It is awfully difficult, of course, to tell a civilian, 
when he is offered an increase in salary, that for patriotic or other 
reasons he should not leave. It is every man’s duty, to himself and 
his family, to improve his status in life. 

As Dr. York says, this hurts sometimes when you are conducting 
a project, but I don’t think that the point of his uselessness at the 
other end is quite right. I can’t visualize many cases where a con- 
tractor would offer a man more money than he is making to come to 
his place unless he had something to contribute. 

Mr. Wuirren. May I interrupt you to say this, Admiral: That I 
wish to agree with you except that the second one may have hopes 
that he will stay with him, in which case—and that goes back to the 
original statement that was reflecting what I have been told and which 
I think I readily see, and that is, how much good is he if it takes about 
18 months on an average, or some such period, before he reaches the 
place where his production shows up? 

You will never correct it if you direct your attention to the indi- 
vidual. You cannot; but that is the reason that my line of question- 
ing has to do with the contractors. If the contractors behave there 
will not be this pulling away from one place to another. 

Dr. York. It is a matter of degree. A certain amount of this is 
good. It gets ideas back and forth; it keeps other people on their 
toes, et cetera. It is when it gets out of hand that it is troublesome. 

Mr. Wuirren. Certainly it is always within the line of reasoning. 

Admiral Crark. I was going to carry my answer one step further in 
support of what you said to give you an example of where it is carried 
out of reason. This is in the case where one large company did not 
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have a contract, or did not have a project, but they hired at a high 
price a great many engineers, so that they could then come in and sa 
“Look at this fine, high- -powered group of engineers we have, W; 
would like to have this job.” 

Dr. York. That is also done with consultants. Frequently a group 
will submit a large list of fancy names and say “Look who is consult- 
ing for us”. 

Mr. Srxes. We are going to excuse you, Dr. York. I want to thank 
you for the frank and learned manner in which you have discussed 
the important problem before us. 

Dr. York. Thank you for the opportunity. 

Mr. Fioop. May I ask Mr. Johnson a question, Mr. Chairman? 


APPREHENSION AT CREATION OF NEW AGENCY 


Mr. Fioop. I am sure you know this. It may have been developed 
with you before. Even before you came to town you may have heard a 
lot about it. 

The bete noir of congressional committees, and especially this one, 
is when somebody gives birth to a new bureau or a new commission 
in the Department of Defense. Our first reaction, even without know- 
ing anything about it or its purpose or anything else, is that we are 
against it, without even knowing the name. If you hear somebody 
on a radio at night at 11 o’clock mention it, “I am against it.” So when 
we first heard of this addition to our alphabetic soup here, our vis- 
ceral reaction was jaundiced and many of us talk that way around 
the lunchroom and around the halls here. In other words, “What is 
this one?” 

The doctor has done an awful lot to clear the fog away in my mind 
as to what you have in mind, and your introductory statement helped 
a good deal. 

Are you an empire builder? You are not bucking for stripes. You 
do not have any shoulder boards or gold or aid so you are not going 
to get paid according to the number of people you have. You are not 
a grade 14 or 16, whatever they have in the civil service, and you are 
not going to get paid according to how many subforemen you have, but 
here you are. 

We have heard a lot about you. Now you have got a very lusty child 
here, with a bank account set up by a proud papa, as soon as it was 
christened. 

Are you an empire builder? Do you have big and fancy ideas? Are 
you going to set up laboratories? Are you going to hire a lot of people 
or are you going to be the tail that w ags the dog? 

I have here this readless chart. It is a labyrinth. I think you 
would welcome the opportunity to say something about this, since we 
have the first shot at you. You are suspect, do you not see? 

Mr. Jonson. I understand. I have sat on the outside looking in 
on the Washington scene for too many years, I guess, and I have been 
equally critical of bureaucracy, of bureau on bureau on bureau. And 
I think I am the first one to recognize the state of mind that you and 
others must be in. 
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USE OF EXISTING LABORATORIE® BY ARPA 


I think the people associated with me would testify to the fact that 
from the very first day I was on the job I have made this very clear. 
This was not going to be an empire. I set limits on the number of 
people who we were going to hire very early in the game before I 
really had drawn the ‘perimeters, because I felt that there was a cer- 
tain manageable group that we could take care of as long as we did 
not do a contracting job ourselves. 

For example there were two laboratories that were recommended 
for assignment to ARPA. They seemed to be quite obvious because 
they concerned themselves so much with outer space. We visited those 
laboratories. We found that they weren’t laboratories in the sense that 
I had defined a laboratory, and in the first 3 weeks we definitely came 
to the conclusion that this advice was wrong and that, ARPA would 
not establish its own laboratories. 

We saw quickly that there was competence in the Services, very 
high competence in their laboratories. We also quickly became fa- 
miliar with the private laboratories and the laboratories that are a 
hundred percent supported by military funds such as Rand, Ramo- 
Woolridge, Lincoln, and others, that had peculiar capabilities. We 
feel that we could, by playing the field and going to a specific labora- 
tory that had a specific capability, have flexibility. We could move 
fast, and we did not have to “make work.” The thing that I am con- 
cerned about in any laboratory that we could manage is that as the 
character of the work changed we would be forced to make work of a 
kind that might not be the most productive. 

The military services so far have enthusiastically supported this 
concept. I think they were concerned at the beginning, that we were 
going to “finger” certain laboratories and say to the Secretary of De- 
fense, “We want these transferred to ARPA.” I think they are no 
longer supicious of ARPA’s role in this connection. There are those 
in the services who have told me recently that they think ARPA has a 
real role to perform as a catalyst, and synthesizer as well, but actually 
more importantly to prevent duplication and waste. 

There is duplication that is wasteful. 

I think that many times we ought to follow parallel courses toward 
an objective, but I think duplication would be completely wrong. 


SIZE OF ARPA IN FUTURE 


I believe that ARPA, with the 20 staff members that I have dis- 
cussed in my statement, can do this job regardless of the volume of 
work because we will look to IDA to expand or contract the technical 
competence that Herb York needs to advise him in the technical guid- 
ance of this program. 

As we get bigger we may need 40 or 50 scientists on tap from IDA, 
as the program shrinks m: aybe we can get by with 15 or 20, but as long 
as we have that flexibility, then I am sure these 20 people on my own 
staff are enough to handle any volume of management work that we 

can foresee that we ought to be doing. 

Mr. Stxes. Mr. Flood, I would say that is a refreshing answer—a 
reassuring one. 
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Mr. Fioop. I agree. Of course, I have heard it before, and so have 
you, with the same integrity and the same sincerity, from businessmen 
of the same repute and standing of our new friend. I do not question 
for a second the depth of his sincerity and meaningfulness when he 
says so, but out of an abundance of caution, we sit back of this desk, 
and because of the intelligence of the voters in our districts, we stay 
here for many, many years, but we see a parade of Secretaries and 
Assistant Secretaries and admirals and generals. They go on like 
Tennyson’s brook on that side. We can’t even remember the color of 
their neckties any more. 

Of course, when Mr. Wilson started setting up his empirical theory 
of assistant superintendents related to assistant superintendents, we 
come enmeshed in this business. 

I am pleased that you say this. I know you mean it. I am glad 
you do, but out of an abundance of caution, I point to the clock at 5 
minutes of 3 on this day of our Lord in April 1958, and I know you 
are the kind of a guy that has more sense than to make a career out 
of staying around this town. 

After you think you have done a good job I am sure you will leave 
here in a year or two and if you do not you are crazy. I hope you can 
look back to the conversation with Flood this afternoon and say, 
“Well, I made it stick,” and you will be entitled to a Legion of Merit 
from the President, if for no other reason, if that is the only thing 
you do. It will take Houdini, when the military people see that we 
smile on you at an appropriations hearing, when they read this record 
and these inadvertent compliments from the gorillas on this commit- 
tee is a minor miracle. They must be getting weak minded. It is 
spring. 

Some of the fellows downtown who haven’t been so well received 
up here will latch on to this and the word will be around “Johnson 
and York and these fellows are home free. We had better move in on 
that. We can hide behind this.” They will. I know them. The place 
is crawling with crows, down there, bureaucrats and military. If 
they think you are the white-haired boy, look out. 


COMPETITION OF THE SERVICES FOR PROJECTS 


Mr. Srxes. That brings me to a question that I had planned to ask 
you, Mr. Johnson. I ama little intrigued at the connotations that Mr. 
Flood has read into this before I ask the question: Are the services 
competing before you for authority to carry out the projects under 
your jurisdiction? 

Mr. Jounson. I would be less than honest if I did not answer that 
one by saying yes. 

Mr. Srxes. How do you handle those problems ? 

Mr. Jounson. By a technical competence that is able to distinguish 
the superior proposition. 

Mr. Sixes. Is your decision the final one? 

Mr. Jounson. It is. I presume that—we haven’t had this arise 
vet—that there is an appeal to the Secretary of Defense. I think that 
is inherent in our setup. 

Mr. Srxes. Have there been major difficulties in resulving these 
problems thus far? 
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Mr. Jonnson. No. There have been none. 

I think, however, I will qualify that by saying that my guess would 
be as we get a full head of steam here in the next 8 months that there 
can be, but then our technical ¢ -ompetence will be even far superior. It 
is growing every day, and I have no qualms about getting the right 
answer and being able to pick the right one. 


WIZARD PROJECT 


Mr. Suxes. The Department of Defense has authorized the so-called 
WIZARD project after April 1st of this year until at least June 30. 
This project is competitive in concept to the NIKE-ZEUS system, 
sponsored by the Army, and for which there is considerable money in 
the current appropriation request. 

Have you made the determination as to how far you will go with 
the WIZARD project ? 

Mr. Jounson. No, sir. There has been an allocation to close out the 
first part of the WIZARD program of $2 million, roughly, and that 
will be probably finished by the end of June. 

The radar part, the detection part of the Wizard program, is 
under study by us. It could very well be that the basic research | 
referred to this morning on ballistic missiles detection could very 
well be cranked into an extension of some elements of the radar part, 
the detection part of WIZARD. It is too early to so state, but 
that is a possibility. 

Mr. Sixes. Is there a determination now of the cost of such a 
study ¢ 

Mr. Jonnson. The cost data have not been officially submitted to 
us. We have heard estimates, ranging from $30 million up to $90 
million. We do not have that kind of money in the ARPA budget 
to contemplate any figure on that high side, and I do not at this 
moment believe that the kind of research we are contemplating could 
wisely spend that kind of money. It is too early to conjecture. 

Mr. Fioop. Will the gentleman yield? Then we are to understand 
that insofar as that part of the antimissile missile operations are 
concerned, known as NIKE-ZEUS, which has been assigned to 3 
Army, that no part of WIZARD is to get into the way of that, 
that no reexamination or anything else is to interfere with that in 
of it? 

Mr. Jounson. That is correct; that is my understanding. The 
Secretary of Defense has so stated, and nothing has happened that 
I know of to change that except this basic research on the broad 
aspects of radar detection. 

Mr. Froop. I am not talking about radar detection. That is in the 
Air Force’s shop by direction of the boss, but do you say the same 
thing now? 

Mr. Jounson. I say the same thing. 


FUNDING OF NIKE-ZEUS 
Mr. Sixes. Can you explain to the committee why funds for the 


NIKE-ZEUS system project are requested in part by the Army and 
in part by ARPA ? 
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Mr. Jonnson. I will repeat what I said briefly this morning. It 
was the Secretary of Defense’s desire that the whole antimissile thin 
be in the ARPA program, and when I took the job I took it with that 
understanding. My early examination of the status of NIKE-ZEUS 
convinced me it was past the research point and that ARPA was not 
conceived to be in the hardware procurement field. I am talking about 
repetitive production, and much of the money needed was for long- 
lead time production and construction. I therefore suggested to the 
Secretary that the Army in the 1959 amendment ask for funds sepa- 
rately for this work and that ARPA still be requested to take a look 
at the research and development part of that program. We came 
in, therefore, with the $57 million plus the $20 million blue sky. Then 
I examined the $57 million figure again and I found it was very little 
research ; it was practically all development. So I said to the Army: 
we will keep it in our budget, and if approved we will transfer it to 
you because again ARPA’s role would not be being properly per- 
formed. But we are still saying we would like to hold onto the $20 
million which is blue sky to sophisticate the NIKE-ZEUS through 
this kind of broad research. 

Mr. Srxes. For the committee, will you give a breakdown of the 
respective fund requests for the NIKE-ZEUS system by both Army 
and ARPA? 

Mr. Jounson. We will be glad to supply that for the record. 

(The requested information follows :) 


{In millions of dollars] 
Source 4mount 





Army 1959 base budget____ ~~ Sh a eras tte Succi, Di seni atiasssliedeca, 
Army 1959 amendment- ede scene da ia cabuelonediicbodansas ae dette adgatanicg tape 175. 0 
ARPA 1959 base budget (to be tr: ansferred OO Be ns kcal —— 

ARPA 1959 amendment (to be used by ARPA for advanced NIKE-ZEUS 
I i ae Eth. antic cedass lobe ncecienosdbbaites eoachtateetieaaa so Schonland Jace pies. 20.0 
a aan Baia da cnclecee ee ill ac tated eenn bea a tadiaic paactaeae asia aa 262. 7 


Mr. Sixes. Are there any other projects which are being partially 
financed by ARPA and partially financed by one of the military 
services ¢ 


Mr. Jounson. No, sir. 


COORDINATION WITH PROPOSED NEW AGENCY 


Mr. Fioop. The President proposes to establish a national aeronau- 
tics and space agency. If and when that creature is born, we have 
another galaxy again. How are you going to live with that fellow? 

Mr. Jounson. We are going to try our level best to work out a 
reciprocal program, a cooperative program, that furthers the total 
effort in space, science, and technology to give us leadership, whether 
it be classed as just scientific information or whether it be of military 
value. I think it can be done. I think it depends upon the attitude 
of the people who approach the job. I do think that there is in 
this country a great demand for a civilian agency. There are some 
benefits that accrue from the establishment of it so long as the 
Department of Defense is not prevented from pursuing what it 
honestly is convinced is military science in the matter of space. 
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I think the language of the bill is something that ought to be looked 
at very carefully because it reads: 

The Congress further declares that such activity shall be directed by a 
civilian agency exercising control over aeronautical and space research spon- 
sored by the United States, except insofar as such activities may be peculiar 
to, or primarily assuciated with, weapon systems, or military operations, in 
which case the agency may act in cooperation with, or on behalf of, the De- 
partment of Defense. 

A lawyer could read that in two ways. I am not a lawyer. 

Mr. Fioop. He will. 

Mr. Jounson. I think that it can be read two ways—the Depart- 
ment of Defense could be precluded from initiating any program in 
space without the cooperation of the civilian agency, or they acting 
on behalf of the military. If it is meant to be exclusive, I think the 
wording is wrong. If it is intended that the Department of De- 
fense may act independently and the solicit the cooperation of the 
civilian agency, be the solicitor of the cooperation, then I think we 
are in no trouble. 

Mr. Fioop. What committee has that? 

Mr. Jounson. Mr. McCormack introduced the bill. It is before 
the Committee on Astronautics and Space Exploration. 

Mr. Frioop. Will you indicate what you have just said to that com- 
mittee, if requested, and if you are not requested, it would not be im- 
pertinent if you communicated it to Mr. McCormack. I am speaking 
now about your reaction to the language. We have some experience 
in Government now analogous as a result of the atomic energy oper- 
ation. This is a close analogy of what that problem might be. You 
are obviously aware of it. 


NEED FOR FREEDOM TO EXPLORE NEW SCIENTIFIC AREAS 


Mr. Jonnson. I repeat what Dr. York and I have both said today, 
that science cannot be tied to a specific objective, and if we are to 
have a military science to compete with what I believe is the defined 
Russian military science, we must be free to go down avenues of ex- 
ploration without having a military weapon system objective prede- 
termined. I believe that is the reason ARPA was really created—to 
allow that forward lookout 10 years in the scientific area that should 
be explored that might lead to a better weapons system, or be pre- 
pared against a surprise in that scientific area from a weapons system 
from an enemy. If there is any intention here to preclude the De- 
partment of Defense from following that kind of activity in space 
science. then I think this is a very definite mistake. I think that 
philosophy ought to be examined in all fields of science. 

We have to face up to this, whether we really mean we are inter- 
ested in the military science. 


PURPOSES OF ARPA AND NEW AGENCY PROPOSED 


Mr. Osrerrac. Mr. Johnson, we have had under discussion here the 
very interesting aspects of ARPA and it has been helpful to get a 
picture of the relationship between your organization and that of 
the pending organization under the proposed new statute. The point 
remains that ARPA is an arm, or a branch of the Defense Depart- 
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ment or a representative of the Secretary of Defense; is that correct? 

Mr. Jonnson. That is correct. 

Mr. Osrerrac. And your authority stems from the Secretary of De- 
fense and your decisions are his decisions ¢ 

Mr. JoHnson. Yes. 

Mr. Osrerrac. And ARPA is concerned with research and develop- 
ment and advanced projects, but primarily those related to the mili. 
tary; isthat correct ? 

Mr. Jounson. That is correct. 

Mr. Osrerrac. ARPA is not a space agency, is that correct? 

Mr. Jounson. That is correct, sir. 

Mr. Osrerrac. This new agency, if and when created, will be deal- 
ing strictly with space matters; is that correct ? 

Mr. Jounson. It will be dealing, as I read the law, in all matters of 
science within the area of the earth’ s atmosphere and of space. It is 
creating a new agency to deal in the air 1 inch above the ground and 
all the way up. 

USE OF FUNDS REQUESTED FOR ARPA 


Mr. Ostertac. I wish that you would give me a clearer picture about 
the money matters which are handled through ARPA. As I under- 
stand it, the $520 million in this budget request will not be spent by 
ARPA in contracts or in research, but will be farmed out through your 
organization, and that the contracts will be handled by the military, 
based on the authorization you delegate to them; is that correct ? 

Mr. Jonnson. Yes. They will act as our agents. It will be ARPA’s 
funds. In many cases, we will issue orders directly to a laboratory ora 
command within the military service. In many cases, such as in the 
117-L, our money will be tr ansferred to the Department of the Air 
Force through the Secretary’s Office, and then go down the chain of 
command. However, that money will be identified throughout the 
procedure as being ARPA funds and ARPA projects. There will be 
cases where we will deal with private industry. Our contract with 
the Institute for Defense Analysis is an example of such a private 
contract. We will probably have some contracts with laboratories, 
perhaps, such as Lincoln at MIT. 

Let us say, for instance, that the Air Force is dealing with them. 
We will ask the nearest contracting officer of the Air Force to admin- 
ister that contract in our behalf, supervise it and administer it, but 
it will still be ARPA money. 

Mr. Osrertac. Let me raise a question this way: Already billions 
of dollars have been appropriated to the several military agencies for 
research and development. Certain of these funds have been trans- 
ferred to or captured by ARPA; is that correct ? 


PROJECTS CONTROLLED BY ARPA 


Mr. Jounson. No, sir. ARPA creates its own budget, independ 
ently of the services. We have not captured any of their money. They 
do have, as you say, their own research and deve lopment budgets. We 
are a projects agency. At the moment, the only projects that have been 
assigned to us by the Secretary of Defense in broad categories is the 
advanced missile defense and space science—military space science 
and technology. In these fields, he has asked that all of the effort 
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within the agencies, the 3 military services, be funded in 1 agency, 
ARPA. There is not supposed to be in their own budgets any money 
covering these kinds of projects. 

Mr. Osrerrac. All other research and development, of course, will 
remain with the individual service. Is that correct? 

Mr. Jounson. Yes. 

Mr. Ostertac. What I am trying to get at is anything that has here- 
tofore been appropriated for advanced research and development in 
terms of these several fields you have jurisdiction and control over ? 

Mr. Jounson. That is correct. I misunderstood your question. 

Mr. Ostertac. And the authority to use it, or the authority to direct 
the use of it, stems from ARPA as of now ? 

Mr. Jounson. That is correct. 

Mr. Osrerrac. When it comes to the question of space projects, 
purely scientific space Proje cts, there has been no clear-cut decision yet 
asto what is military and what is not military ? 

Mr. Jounson. There has not, sir. 

Mr. Osrertac. And will this new Agency have that jurisdiction ? 

Mr. Jonnson. Well, this is the problem there. We do not know 
where the final decision will be made in the event there is a dispute be- 
tween the civil agency and the Department of Defense as to whether 
a given project is militar y or civilian. Who adjudicates the dispute is 
not clear as yet, except since, by this bill, that Agency reports to the 
President, and I would presume that the President would make the 
final determination. 


RELATIONSHIPS BETWEEN ASSISTANT SECRETARY OF DEFENSE (RESEARCH 
AND DEVELOPMENT), DIRECTOR OF GUIDED MISSILES, AND ARPA 


Mr. Osrerrac. Returning to the subject of research and develop- 
ment, we have in recent years been concerned with the duplication, or 
the possible conflict, in the field of research and development among 
the services, and finally, among other things, we have created the 
Office of Assistant Secretary of Defense for Research and Devel- 
opment, and each service has an Assistant Secretary for Research and 
Development, and all of these agencies have been created for the pur- 
pose of coordination. Then, a new office was created, that of Missiles 
Director. Do you anticipate that, in the continuation of ARPA, you 
will run into conflict with others as to jurisdiction, or have you super- 
seded, let us say, the Defense Secretary for Research and Develop- 
ment ¢ 

Mr. Jounson. Oh, no, sir. We have a very explicit document that 
has been signed by the Director of Research and Engineering, Dr. 
Foote, and by the Director of Guided Missiles, Bill Holaday, and my 
self, where our relations are quite clearly set forth or spelled out- 
how we coordinate and cooperate. I would be glad to send you a 
copy. 

Mr. Osrerrac. There is no conflict ? 

Mr. Jounson. No conflict. 

Mr. Srxes. It would be well if you would provide that information 
for the record at this point. 

Mr. Jonnson. I will be glad to do that. 
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(The memorandum is as follows :) 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., April 7, 1958. 


Memorandum for the Secretaries of the Military Departments; the Chairman, 
Joint Chiefs of Staff, the Assistant Secretaries of Defense, the General Coun- 
Sel, the Assistants to the Secretary of Defense. 


The attached memorandum and chart delineate the relationships between 
the Assistant Seeretary of Defense (Research and Engineering), the Director 
of Guided Missiles and the Director of the Advanced Research Projects Agency, 
pending Department of Defense reorganization along the lines recently pro- 
posed by the President. 

The Secretary of Defense has approved the dissemination of this memorandum 
and chart for the information and guidance of all concerned. 

Pau. D. Foorr, 
Assistant Secretary of Defense (Research and Engineering). 
WILLIAM M. HOo.Lapay, 
Director of Guided Missiles. 
Roy W. JOHNSON, 
Director, Advanced Research Projects Agency. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., April 7, 1958. 

To: The Secretary of Defense. 

From: The Assistant Secretary of Defense (Research and Engineering), the 
Director of Guided Missiles, the Director, Advanced Research Projects 
Agency. 

Problem: To delineate the relationships between the Assistant Secretary of 
Defense (Research and Engineering), the Director of Guided Missiles and the 
Director, Advanced Research Projects Agency. 

Discussion: The ASD (Research and Engineering) is the staff adviser to the 
Secretary of Defense on all military research, development, and engineering 
matters. He is responsible for recommending to the Secretary of Defense basie 
policies governing military research, development, and engineering efforts by 
DOD activities and for recommending an integrated DOD research and develop- 
ment program to meet military requirements which will assure that there are 
no gaps and will eliminate undesirable duplication. In order to carry out effec- 
tively these responsibilities, he must be informed on all military research, de- 
velopment, and engineering efforts within the DOD, including those research and 
development projects assigned to the Director of Guided Missiles and the Di- 
rector of ARPA. 

In carrying out his responsibility to advise the Secretary on all research and 
engineering proposals within the DOD, the ASD (Research and Engineering) 
must determine that the proposals are technically sound, administratively 
feasible and in consonance with the overall policies and program objectives of the 
DOD. He provides through his own staff for the technical reviews and program 
analyses of all military department research and development projects except 
those assigned to the Director of Guided Missiles in which case he utilizes the 
staff reviews and analyses made by the Director, supplementing or complement- 
ing these to the extent necessary to insure that all aspects of these programs are 
covered. So for as ARPA projects are concerned, the responsibility of the ASD 
(Research and Engineering) is the same as for the military department research 
and development programs, but as in the case of the Director of Guided Missiles, 
the ASD (Research and Engineering) utilizes the ARPA staff technical and 
administrative reviews to the extent that these satisfy his requirements. 

The Director of Guided Missiles is a staff assistant to the Secretary of Defense 
with certain delegated line authority for the direction of all activities in the 
DOD relating to the research, development, engineering, procurement, and pro- 
duction of guided missiles. The staff functions that he performs with respect 
to the research, development and engineering efforts of the DOD for guided- 
missiles projects are similar to those performed by the ASD (Research and 
Engineering) for all other military research, development, and engineering proj- 
ects. The difference is more a matter of emphasis and scope than anything 
else. He is an expediter who is responsible for one principal segment of the 
total research, development, and engineering effort plus the procurement and 
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production aspects after development is completed. The Director of Guided 
Missiles looks to the ASD (Research and Engineering) for advice and assistance 
jn broad research and development fields (such as basic research, electronics, 
fuels, materials, nuclear applications, and piloted aircraft) which are not ex- 
clusively involved in guided-missile projects, but may have an effect on those 
projects. He performs the technical reviews and program analyses for all 
guided-missile projects and keeps the ASD (Research and Engineering) and the 
Director of ARPA informed on status of and important achievements and re- 
quirements in the research and development aspects of guided missiles. 

The Director of ARPA is primarily a line official with responsibility for 
planning and directing advanced research projects involving space science and 
technology, ballistic-missile defense and other advanced research and develop- 
ment, as assigned, by the Secretary of Defense. In this role, he deals only in 
the research and development aspects of projects assigned to him. Ordinarily, 
these projects will be of a nature which would be outside the assigned missions of 
the 3 military departments or would be of interest to or involve 2 or more military 
departments and it would be in the best interest of the department to have an 
agency not a part of one or more of the military departments to pursue the re- 
search and development effort. When a project assigned to ARPA has passed 
beyond the research and development stage, it will be assigned to one or more 
of the military departments or other appropriate agency for engineering, produc- 
tion, and utilization. In addition to the line responsibility, the Director of 
ARPA serves in a staff advisory capacity to the Secretary of Defense for certain 
matters such as recommending proposals for advanced research which may be 
conducted by his agency, or under his supervision by the military departments, 
and performing technical reviews and program analyses for research and develop- 
ment projects assigned exclusively to ARPA. The Director of ARPA is also 
responsible for keeping the ASD (Research and Engineering) and the Director 
of Guided Missiles informed on the status of and important accomplishments and 
requirements in his assigned projects which may have an effect on their assigned 
projects or responsibilities. He also looks to the ASD (Research and Engineéer- 
ing) and the Director of Guided Missiles to keep him informed of the accom- 
plishments in their respective assigned projects which might have an effect on 
his assigned projects. 

The relationship between all three individuals is one of close interdependence 
from the standpoint of keeping each other informed as to the breakthroughs, ad- 
vances, and requirements in their respective fields. The Director of Guided Mis- 
siles and the Director of ARPA probably have a closer and considerably different 
relationship than either has with the ASD (Research and Engineering), because 
many of the vehicles and components, developed for military weapons systems 
under the direction of the Director of Guided Missiles may be utilized by the 
Director of ARPA in research, experimentation, and testing of certain vehicles 
or components required for the exploration of outer space as well as for anti- 
missile missiles development. Similarly, it is expected that new scientific knowl- 
edge, advances and improvements discovered in the research and experimentation 
projects conducted by the Director of ARPA may be utilized to effect improve- 
ments in the research, design, and development of guided missiles carried out 
under the direction of the Director of Guided Missiles. On the other hand, both 
of them are dependent upon and utilize advances and breakthroughs in the broad 
fields of research and development specifically assigned to the ASD (Research 
and Engineering) and vice versa. 

As long as the total effort in weapons research and development is adequate 
to meet the weapons requirements of the military services and the quasi-mili- 
tary requirements for outer space exploration, there will be no problem. If the 
effort is not adequate, then priorities will have to be established by the Secretary 
of Defense. The attached chart depicts graphically the working relationships 
between the ASD (Research and Engineering), the Director of Guided Missiles 
and the Director of ARPA as outlined herein. 

Implementation: If you concur, a joint memorandum presenting the above 
statement of relationships together with the attached chart will be published 
for the information and guidance of all concerned. 

Recommendations: That you approve and authorize the publication of the 
proposed joint memorandum and chart. 
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COST OF ANTI-ICBM PROGRAM 


Mr. Manon. As I understand it, we are being requested to provide 
in the 1959 budget in all categories, and including the amended budget 
for 1959, about a quarter of a billion dollars for the anti-ICBM 
missile, the NIKE-ZEUS system. As part of that system, certainly 
from an indirect standpoint at least, would be the detection system 
which we have already provided certain funds for in the 1958 
supplemental. 

Now, are those figures approximately correct ? 

Mr. Gise. There was $175 million in Army’s 1959 amendment for 
NIKE-ZEUS, and the 1958 supplemental for the Air Force was 
$329 million. 

Mr. Manon. For the Air Force for the ballistic missile detection 
program ¢ 

Mr. Gise. That is correct. 

Mr. Manon. So this runs this whole program in excess of half a 
billion—well in excess of that? 

Mr. Gise. That is right. 

Mr. Manon. I believe it has been testified that for probably $6 
billion, we would be able to have a reasonably effective anti-ICBM 
program. Have you done any studying with respect to that program ? 

Mr. Jounson. I can answer that. I think we are all in agreement 
if we spent that kind of money we could, on a spot basis, protect all 
of our a urge cities, or most of them, but it would be a spot-protection 
system. 

Mr. Manon. Yes. 

Mr. Jonnson. And then there is the question of how many enemy 
missiles would still come through. We would have a measure of pro- 
tection on a spot basis, but I think it is a matter of controversy as to 
whether we could get them all. At the moment, I believe that there 
are too many unknowns with regard to that system that have not yet 
been tested against an ICBM missile coming at us. It is all theory 
up to now, and until there have actually been range firing and until 
the effectiveness of the system itself has been determined, I think 
the Department of Defense was wise in not asking Congress for this 
whole amount. It may well be as time goes on and the practicability 
is demonstrated that this would be the best system. But I think that 
there are enough questions at the moment to indicate that the present 
program and rate of expenditures is probably a wise one. It is a 
good 1959 program. 

Mr. Mauon. If our tests prove to be anything like as successful as 
the Army would like us to believe, would it be probable that we would 
carry out an antimissile progr: un along the lines of this $6 billion 
program, in your opinion / 

Mr. Jonnson. A personal opinion is all I can give here. It seems 
to me if the Army’s claims are verified in practice by test firings there 
should be very definite consideration given to protecting our country 
tothe maximum degree we can afford. 

As I understand the NIKE-ZEUS system, even after you have spent 
that kind of money, you could not protect every square inch of the 
United States. If that is true, you have a fallout problem. You 


have everything that goes with the large dirty bombs that we have 
not solved. 
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ESTIMATED EFFECTIVENESS OF NIKE-ZEUS 


Mr. Manon. If the Army hopes and statements are somewhat veri- 
fied, do you think that we might very well go into a program as 
ambitious and as expensive as the Army has suggested over the period 
of the next 2 or 3 years? I realize that you cannot say this officially 
because you do not know. 

Mr. JOHNSON. It is my personal conviction that the defense against 
the missile is the greatest problem that this country has and to the 
degree we solve it we will create a deterrent to the enemy. 

SAC I think today is the deterrent so far as bomber attack is con- 
cerned. We must have that same deterrent against a missile. I think 
it is far too early for me to venture an opinion as to whether this 
particular system should be, or would be, put into effect across the 
country to the extent of $6 billion or $7 billion. I think the reason we 
are concerned about gathering up a group of scientific people to just 
worry about this one ‘and spend the kind of money that we are budget- 
ing here is that we feel we have to have a lot more research on the 
phenomena of the missile in flight. We cannot wait until it comes over 
the horizon. We have to home in on it before it comes across the 
horizon. 

Then I believe we could sophisticate the NIKE-ZEUS system to 
make it more effective, to give 100 percent protection against the 
bombs that came through, or better yet, devise an area or rather a 
wide zone defense rather than the spot defense. I would hope the 
breakthrough would come next yea 

Mr. Manon. You are thinking about the Air Force WIZARD type 
of defense ? 

Mr. Jonnson. Again I do not think we know enough about it. 

Mr. Manon. You know even less about the Air Force project? 

Mr. Jounson. That is correct. 


OFFENSIVE AND DEFENSIVE METHODS OF DETERMINING ATTACK 


Mr. Manon. Of course, we need something like SAC to deter bal- 
listic missile attack, but SAC is not designed to knock down approach- 
ing enemy bombers; it is designed only as an offensive weapon. 

Mr. Jounson. My expression there was in terms of psychological 
warefare. I think SAC is a deterrent because of the great strength 
it has and the great power it has. I think if they know we have a great 
power to shoot down their missiles that would be the kind of deterrent 
IT am talking about. 

Mr. Manon. SAC is not the same type of deterrent. SAC is this 
type deterrent—if you strike us, you will be destroyed. The anti- 
missile is not that kind of a deterrent. 

Mr. Jounson. No. If we presume the enemy has a capability with 
their intercontinental missiles that we do not have, and there are those 
who assume that we have no striking power and they have, the only 
thing therefore we can have is the defense at the moment. We will 
catch up with them on that. 

Mr. Manon. We think if the enemy did have the ICBM in some 
quanti ity we would still be able to strike back offensively, or defensively 
in such a way that it would make it completely unrew: arding for any- 
one to make an attack on the United States ¢ 
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Mr. JouHnson. I am sure of that. 

Mr. Suxes. Mr. Johnson, you have created a very favorable im- 

ression on the committee. This is an experienced committee. Most 
of its members have had long service in this particular field. It is a 
rare thing when so many of them express the confidence that you have 
heard here today. It has been a pleasure to have you with us. 


Mr. Jounson. We thank you very much and greatly appreciate the 
honor to be here. 


Tuerspay, Aprit 29, 1958. 


STATEMENT OF THE SECRETARY OF DEFENSE 
WITNESSES 


HON. NEIL McELROY, SECRETARY OF DEFENSE 

HON. W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMP- 
TROLLER) 

MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT TO THE COMPTROLLER 

OLIVER M. GALE, JR., SPECIAL ASSISTANT TO THE SECRETARY OF 
DEFENSE 

MAX LEHRER, DIRECTOR, ECONOMIC AND FISCAL ANALYSIS DIVI- 
SION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(COMPTROLLER) 

MAURICE H. LANMAN, ASSISTANT GENERAL COUNSEL (FISCAL 
MATTERS) 


Mr. Manon. The committee will come to order. 
I recognize the distinguished gentleman from Kansas, Errett 


P. Scrivner. 
Mr. Scrivner, will you proceed ? 


OIL PAINTING PRESENTATION 


Mr. Scrivner. Mr. Secretary, you had a rather strenuous week 
according to the newspapers, and that is about all we know about it. 
Years ago you visahiatite saw the advertisement that read, “When I sat 
down to play they all started to laugh, but when I finished their at- 
titude was different.” 

About a year ago some of the members of the subcommittee were 
giving me some good-natured razzing about some of my artistic at- 
tainments and my use of the witnesses before the committee as models 
to do a little bit of sketching. Things have changed now. I have 
gone from the pencil and pad to oils and canvas. One of the first 
experiments that I undertook was to make a little oil sketch of the 
Secretary of Defense, as it appeared on the front page of Time maga- 
zine a few months ago, it may not be art, but it was fun. So it gives 
me great pleasure to present this painting to you with my compliments. 

Secret: ry McExroy. Thank you very much. 

Mr. Scrivner. It is not a Sargent; it is not a Christy, but just a 
plain, ordinary Scrivner oil sketch. 

Secretary McExroy. When Mr. Scrivner’s paintings are exhibited 
the way Mr. Churchill’s are now being exhibited, I will contribute 
this but only for the period of the exhibit. It is wonderful. 
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Mr. Scrivner. When some of these appropriation sessions are over, 
I can go home and do some of that work and forget all the troubles 
and arguments. My mind is at peace. I can go to bed and sleep. 

Sec ne McE roy. There is an increasing number of people who 
do this. do not know how many of you met Roy Johnson, who 
came roe to run our Advanced Research Projects Agency. He is 
another man that does this as an outlet for his relaxation hours. 

Mr. Manon. I have been highly gratified with this ighter moment 
in the committee. We have accepted Mr. Scrivner as an able man in 
the field of military appropriations for some time and are glad to see 
him so successful in another very different field. 

Secretary McEtroy. Thank you very much, Mr. Scrivner. 

Mr. Manon. Mr. Secretary, when you appeared before the com- 
mittee in January to present the military program for the fiscal year 
1959 we did not question you at length. We said then we would 
want you back after the committee had had an opportunity to study 
the budget for the fiscal year 1959. 

You indicated in January that after further review you might 
change your mind on some details of the 1959 budget and request 
more money for certain programs. 

We have just reviewed with the services your additional request for 
$1.4 billion. We will want to ask you some questions about a few 
phases of that request and we will want to ask you some questions 
about the defense program in general. 

I believe we have before us a formal statement which you have 
prepared. 

Secretary McExroy. It is rather brief, Mr. Chairman. Perhaps 
you will permit me to read this to introduce my testimony. 


PREPARED STATEMENT 


Mr. Chairman and members of the committee, this is my third 
appearance before your committee this year. In my first appearance 
we discussed the $1.3 billion supplemental to the fiscal year 1958 
budget which has since been enacted. It was pointed out at that 
time that the supplemental was in effect an advance on the fiscal year 
1959 program. 

My second appearance before your committee was to present the 
basic fiscal year 1959 program and budget. At that time I said: 

* * * The recommendations contained in our 1959 budget represent the best 
thinking of the Department of Defense as to our defense requirements for the 
coming fiscal year, in the light of information available up to this time. I would 
like to emphasize that last clause. This is based on what we know now, and 
we think that as the research and development of new weapons proceeds we 
may have to appear again in support of some additions to these programs. 


AREAS IN WHICH ADDITIONAL FUNDS HAVE BEEN REQUESTED 


Since that time the Department of Defense has again reviewed 
the status of its various programs, particularly those in the more ad- 
vanced technical areas. We have found a number of areas in which 
more rapid progress is both possible and necessary. By and large, 
the additional funds requested for fiscal year 1959 are for projects 
in the more advanced areas of military technology—such as the anti- 
ballistic-missile missile, the POLARIS system, solid- propellent land- 
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based ICBM/IRBM, TITAN, space projects and certain other tech- 
nically advanced projects of a classified nature. All of these projects 
are highly important and all of them can be advantageously acceler- 
ated through the application of additional funds. 

The 1959 budget amendments also include funds for the further 
improvement of “the Navy’s antisubmarine warfare capabilities, for 
the further modernization of Army equipment, and for continuing 
on a reduced basis the B-52G and the KC-135 in production through 
1960, during which period substantial additional knowledge regarding 
missiles can be expected. 


ADEQUACY OF BUDGET REQUESTS 


With these amendments, I believe the fiscal year 1959 defense 
budget will adequately serve our defense needs as we see them at 
this time. It provides for an optimum rate of progress in the new 
weapon areas while at the same time continuing a high level of 
support for existing weapons systems. This is not to say that some 
areas may not develop even more rapidly than we presently anticipate. 
However, there will most likely be other areas in which progress is 
slower than presently anticipated. With reasonable flexibility in the 
utilization of funds, the overall 1959 budget, as amended, should be 
sufficient to permit us to take prompt advantage of such unanticipated 
breakthroughs as may develop during the course of the year. 

The military departments have already presented to you the details 
of the program for fiscal year 1959, including the augmentation co1 
tained in the recent budget amendments. Assistant Secretary McNeil 


has also provided you with a summary of the fiscal implications of the 
budget as a whole. 


PRESIDENT’S PROPOSAL FOR REORGANIZATION OF DEFENSE DEPARTMENT 


As you will recall, I reviewed fairly completely the broad outline 
of our defense program when I came before you last time, and unless 
you wish me to I will not go over that material again. I do feel, 
however, that because this committee has such a very great and proper 
interest in the overall management and operations of the Defense De- 
partment, it would be proper for me to say something about the Presi- 
dent’s proposal for reorganization of the Defense Department. Little 
that I say will be new to you, but I would like to state directly to you 
in my own words some of the principal features of this proposal. 


UNIFIED COMMAND CONCEPT 


Perhaps the major single element of the President’s program of 
reorganization is the emphasis on the unified command. This con- 
cept is one that has proved itself in warfare. The unified command 
in Europe under then General Eisenhower in World War IT grouped 
the forces of this Nation and its Allies into a magnificently articu- 
lated, powerful, and fast-moving force. The Pacific Command under 
Admiral Nimitz and the Southwestern Pacific Command under Gen- 
eral MacArthur combined our own ground, sea, air, and underwater 
forces into two of the most gigantic and effective striking forces in 
history. This concept has made an immense contribution to the strat- 
egy and tactics of modern warfare. 
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To benefit from the lessons learned in World War II, to tie in with 
today’s need for quick decisions and greatly stepped-up speed of 
reaction, to assure full concentration of our available power, and to 
mesh into our forces the best potential of our newest weapons and of 
those to come, we must turn today to unified strategic planning, an 
improved Joint Staff, and sufficiently clea - authority i in the Office of 
the Secretary of Defense to make certain that these unified commands 
have the support necessary to carry out their missions. 

The proposed reorganization, then, rests on the continuing refine- 
ment of the concept of the unified command. This is the device which 
welds together the combatant forces of our Nation so that they can be 
brought to bear on a key objective. 


CHANGE IN LINE OF COMMAND 


In the stepped-up tempo of modern warfare, the direction of these 
commands must go from the Commander in Chief to the unified com- 
manders in as direct and clear a line as possible. The President’s 
plan will eliminate one step from this line of command; the milita 
departments, their respective Secretaries and individual service Chiefs 
will no longer be interposed between the Secretary of Defense and 
the unified commanders. The command line will be made straight 
and clear. 

ROLE OF JOINT CHIEFS OF STAFF 


Under this arrangement the Secretary of Defense will be the agent 
of the President-Commander in Chief and will be the man in whose 
name the orders are issued. Thus, civilian control is fully retained. 
To execute his responsibilities in this field, however, the Secretary of 
Defense will require the most able military advice that can be ob- 
tained, both for strategic planning and for the operation of the com- 
batant forces. To this end, the reorganization proposes that the 
Chiefs of Staff be directed to devote more of their time to strategic 
planning. It also makes available to them a strengthened profes- 
sional staff including an operations section for handling the direction 
of the unified commands. Some steps can be taken administratively 
to accomplish these objectives and the President has so ordered; 
others require changes in law. We are requesting the cooperation of 
Congress in giving our military leaders the professional military 
assistance they must have for efficient str: ategic planning and unified 


direction of our fighting forces under present-day and foreseeable 
contingencies. 


DIRECTOR OF DEFENSE RESEARCH AND ENGINEERING 


Most of the changes in modern warfare have resulted from the 
swift progress of science; they have at the same time greatly increased 
the importance of the future development of science through research 
and engineering. ‘The weapons of the future often defy c lassification 
in terms of traditional military roles. To attempt to force these 
weapons into a mold established by the patterns of another day could 
seriously hamper their effective employment. We cannot depend 
solely on the individual services among them somehow to conceive and 
develop weapons which may not fall within the established military 
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mission of any one service, but may have vast importance to cur se- 
curity some years from now. Moreover, we must always be alert 
against s ratter ing our efforts and dispersing our resources on too wide 
a variety of projects. The proposal therefore would create a Director 
of Defense Research and Engineering who will supervise all defense 
research activities and direct them to ‘the extent deemed necessary by 
the President and myself. 


ROLE OF MILITARY DEPARTMENTS 


But a military force needs more than weapons. The tremendous 
responsibility for recruiting, training, equipping, and supporting the 
component elements of the ‘unified commands as well as all forces not 
included in unified commands will rest with the individual military 
departments. Most of the research and engineering will continue to 
be done within these departments. The transfer of military opera- 
tional responsibility from the military departments to the Secretary 
of Defense-Joint Chiefs of Staff line of command will leave in the 
departments responsibilities and functions of major significance—in 
fact, most of those they fulfill now. These departments will remain 
as today indispensable administrative and operating units each pro- 
viding its parts, human and material, of our Military Establishment. 


AUTHORITY OF THE SECRETARY OF DEFENSE 


So that the overall direction of this more efficient military process 
can be more properly executed, the proposed reorganization would 
make the authority of the Secretary of Defense more clear. The Na- 
tional Security Act gives the Secretary “direction, authority, and con- 
trol” over his entire Department. But at the same time this law 
provides that the military departments are to be “separately adminis- 
tered” by their respective Secretaries. The President has recom- 
mended eliminating the provisions prescribing separate administra- 
tion of the military departments as a means of reducing needless argu- 
ment which adds to the difficulty of administering the Department. 


FLEXIBILITY IN APPROPRIATIONS 


There remains one important point of particular interest to this 
committee, namely, the President’s proposals with respect to the con- 
trol of funds. Unfortunately, there has been a great deal of need- 
less misunderstanding concerning this matter. I think we can all 
agree that under existing law the President is required to propose 
the form and content of his annual budget. But the Congress, by 
tradition, by law, and by authority of the Constitution, has ‘the final 
say on both the form and content of the appropriations for the execu- 
tive branch of the Government. As I understand the intent of the 
President’s proposal, all he asks is that the funds should be appro- 
priated by the Congress in such a way as to provide the Secretary 
of Defense with a reasonable degree of flexibility to meet unforeseen 
requirements and changes in conditions. 

I would like to make it clear at this point that the flexibility already 
provided by the Congress, based on the recommendations of the 
Appropriations Committees, has been of inestimable value in recent 
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years in enabling us to administer the defense program more efli- 
ciently and effectively. It is believed, however, that without in any 
way impinging on the congressional control of the purse, some fur- 
ther steps in this direction could be taken in the interest of more 
timely and effective action in the administration of the defense 
program. 


METHODS OF PROVIDING FLEXIBILITY 


Now there are three principal methods of providing flexibility, and 
they can be used ae singly or in combination. None of them 
‘eileen any new or partic ularly novel principles as far as I can see, 

The first is the research and ‘development emergency fund method 
now utilized by this committee in which funds are appropriated and 
additional transfer authority is granted to the Secretary of Defense, 
for allocation to new and unbudgeted projects. 

The second method would provide, in each annual appropriation 
act, limited transfer authority between appropriation accounts of the 
Department of Defense. 

The third method would involve the appropriation of funds by ma- 
jor categories, such as those utilized for some years in presenting the 
overall defense budget to the Congress on a uniform basis, with re- 
programing authority within each such appropriation under estab- 
lished procedures. Under each such appropriation, the programs 
and activities of Army, Navy, and Air Force would be separately 
identified. 

We would, of course, expect to work out the details of any such 
proposals with this committee and the Appropriations Committee of 
the Senate. 

SUMMARY 


Mr. Chairman, the presentation of our fiscal year 1959 program 
and budget, of necessity, has been somewhat piecemeal. The inere- 
mental character of this program and budget, however, is for the 
most part a reflection of the extremely rapid pace at which military 
technology is now moving. The fiscal year 1958 supplemental and 
the fiscal year 1959 budget, as amended, should place us in good po- 


sition to take prompt adv: intage of this progress for the benefit of 
our national security. 


PRESENT FLEXIBILITY IN DEFENSE APPROPRIATIONS 


I would like to say extemporaneously that since preparing this 
statement I have gone over with Mr. McNeil something of the history 
of the preparation of defense budgets over the years and have been 
very much interested to see the progress that has been made from 
quite a considerable rigidity in the appropriations to what, as I 
have already adverted to in my statement, is a very helpful bit of 
flexibility that is already present in the appropriations compared to 
what we had in the late forties. 

I think in view of the fact there might have been an inference in 
the public statements in connection with the P resident’s reorganiza- 
tion plan that there is not already an encouraging amount of flexi- 
bility, it is in order for me to recognize what has already been done 


by the committee to provide that kind of help to the administration 
of the Department of Defense. 
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ADEQUACY OF BUDGET REQUEST 


Mr. Mauon. Thank you, Mr. Secretary. 

In referring to the amendments to the defense budget in the sum 
of about $1.4 billion, you have said: 

With these amendments I believe the fiscal year 1959 defense budget will 
adequately serve our defense needs as we see them at this time. 

That statement indicates that you are fully satisfied with the budget 
requests before the committee. 

When we talk about “adequate defense needs,” I think we have to 
talk about them now in a new background. There was a time when 
we felt by proper planning and financing we could really have a 
more or less airtight defense, but I think you, and all of us, would 
agree that the extent of the vulnerability to damaging attack by a 
potential enemy is growing greater every year, and in any major war 
it would be inevitable we would sustain some very severe losses in 
the continental United States. 

In other words, it never has been quite clear what “adequate de- 
fense” was in the past, and what it will be today and what it a be 
tomorrow is more confusing. It would be a mistake for you, or for 
anyone, to lead the American people to believe that there is some way 
to acquire a total defense. Do you agree? 

Secretary McExroy. I do, sir. 

Mr. Manon. We have discussed from time to time the fact that 
this budget is not very spectacular. It represents some advances 
over previous budgets in space age weaponry, in rocketry and other- 
wise, but certainly this budget does not go overboard in a big way 
for a vast new and different spending pregram for ee 

The expenditures for the fiscal year 1957 were in the area of $38 
billion plus. It is going to be about $39 billion plus this year, and 
we are going up mi rybe to $40 billion or $41 billion plus. That is not 
very dramatic, I would say. 

Secretary McEnroy. On the spending side, the rate of increase is 
not sensational. Of course, you know these programs have to get 
underway. They are pretty massive; POLARIS is an example. The 
spending has to follow the authorization of the program which 
then has to go through the various stages of engineering, and the 
building of a ship always takes some time. 

We recently have been spending some time on this because it is 
obviously a matter of concern. We have been spending some time 
trying to anticipate what a program of a type we are requesting 
authorization to proceed with in the fiscal year 1959 will mean to us 
as a rate of expenditure in the fiscal year 1960, You start moving 
up in money spending rather rapidly in the fiscal year 1960 because 
you start really doing many of these things on a larger scale pro- 
duction basis. In the fiscal year 1959 you get only a partial year’s 
impact because vou do have to wait for the authorization of funds 
before you can move. 

Mr. Manon. Are you convinced from your own studies and obser- 
vations, and from your conferences with your advisers in the Penta- 
gon, that this is a program which the United States Government 
should adopt for the fiscal year 1959 in defense ? 

Secretary McExroy. This is our firm belief, Mr. Chairman. 
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Mr. Manon. You do not think in years to come we might look 
back and say that we missed the boat by not doing more, or doing 
something different in the fiscal year 19: 59% 

Secretary McExroy. Well, 1 would say anybody who has the ad- 

vantage of hindsight is certainly going to find ways by which he 
could improve this. That is just in the nature of things. We cannot 
be infallible. But I would say the judgment of the best people 
we have, Mr. Chairman, has been put against this, and in my own 
judgment—and I am not putting myself « on a par with them—but I 
de take the responsibility for saying in my judgment this is a budget 
which, within our present technical know ledge presents a sound 
program for our national security for the fisc al year 1959. 

Mr. Manon. And you say insofar as we can have an adequate pro- 
gram this is a reasonably adequi ite budget ? 

Secretary McExroy. It is in my judgment. 





FISCAL YEAR 1960 PROGRAM 
Mr. Manon. There is no use to debate a program that is not prop- 
erly related to the previous program and properly related to the 
forthcoming program. You have made reference to the fiscal year 
1960. The program this year is in the $40 billion area, for the fiscal 
year 1959. What does it look like for the fiscal year 1960? If we 
are going to reduce spending, we ought to do something differently 
now. If we are going to skyrocket programs and expenditures i in the 
fiscal year 1960, maybe we have to do something differently. How 
does this fit into the pattern ¢ 

Secretary McEtroy. There has been no administration decision, so 
what I will have to say will have to be a personal expression. 

Mr. Manon. I understand. 

Secretary McExroy. I would say this has not been a single con- 
trolling factor, but it has been not unimportant, in my ae 
about this—that we should approach the programing for the fisca 
year 1959 in relation to what we feel the economy of this country can 
support over a period of years—not necessarily on exactly this ‘level, 
it might be a slightly increasing level—but in any case we would not 
be climbing up to the top of the hill and climbing down again with 
all of the really terribly destructive effect that has on m: uny factors in 
our economy, as you and this committee very well know and have 

observed. 

My own opinion is that the program we are asking your committee 
and the Congress to approve for the fiscal year 1959 is a program 
that this country can continue to support and if this level of program 


is supported it will require in the fiscal year 1960 some increase in 
money. 


Mr. Manon. That is the point. 
crease probably be? 

Secretary McExroy. Our present thinking is—and it has not been 
polished—— 

Mr. Manon. I understand. 

Secretary McEtroy. About $1 billion or more. 


Mr. Manon. About $1 billion more in appropriations, or expendi- 
tures ¢ 


Within what range will this in- 
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Secretary McEtroy. Something over $1 billion in appropriations 
and perhaps about $1.5 billion in spending. 


Mr. Manon. For the fiscal year 1960? 
Secretary McExroy. For the fiscal year 1960. 


FUTURE SPENDING TRENDS 


Mr. Manon. Do you think there may be an additional upward 
climb in perhaps 1961, 1962, 1963, 1964, or 1965 , Insofar as you 
see 4 

Secretary McKxroy. Well, again I would like to put this as a 
personal view. 

Mr. Manon. I understand. 

Secretary McExroy. I have a personal doubt about our being able 
to hold the value of money exactly even. The decline in the value 
of the money looks as if it is being held—and I am talking now in 
terms of recent history—on a oe moderate basis if we hold it 
somewhere around 3 percent a ye Three percent of a $40 billion 
budget is over $1 billion just to ms still. It would surprise me- 
barring what I hope will come, and all of us do, which is some re- 
duction in international tension—if we could avoid having an in- 
crease of something of that sort each year, about $1.2 billion simply 
to hold the present level of the program. 


san 





ROCKEFELLER COMMITTEE RECOMMENDATIONS 


Mr. Manon. You do not approve the suggested program of the 
Rockefeller Committee, which recommended a $3 billion increase in 
spending for the fiscal year 1959 and an additional $3 billion in the 
fiseal year 1960 and in the next several years ¢ 

Secretary McExroy. I do not approve it in advance of being able 
to examine our success in the development of various of these new 
research and development programs. If we are successful, as we 
all hope we might be, and find a major successful device for defend- 
ing against the enemy’s intercontinental ballistic missile, I think I 
would be willing to pay whatever that required. I would try to find 
means of absorbing some of it out of the present budget. But I 
think certainly these things are of such a degree of importance in 
our security you cannot say this country cannot afford them if they 
are essential. 

My answer to the Rockefeller $3 billion a year is this: I would much 
rather say, sir, that I, or whoever is Secretary of Defense at the time, 
should do what we have tried to do in this budget, which is to support 
those programs that look as if they have real technical and develop- 
mental proof to a point where they really deserve an important part 
in our defense program, but not be galloping out ahead of the tech- 
nical knowledge with an extreme gamble which would be very waste- 
ful if, as many of those things inevitably turn out to be, the technical 
program is faulty and necessarily delayed for some time. For ex- 
ample, the way that the nuclear aircraft has had to be delayed. You 
cannot schedule a technical development program of the degree and 
complexity and sophistication that some of these are. 
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DEFENSE AGAINST BALLISTIC MISSILES 


Mr. Manon. You have said that you think the program is adequate, 
reasonably adequate, for the fiscal year 1959. You say that in spite 
of the fact there are strong elements in the Army, for ex: ample, who 
feel that there should be further finance ing and augmentation of the 
antimissile missile program. 

Secretary McExroy. I know that. 

Mr. Manon. The NIKE-ZEUS program. 

Secretary McExtroy. I know that. 

Mr. Manon. How can you square that with the situation? You 
and I well know that many of our people feel a sense of peril by rea- 
son of the development of the intercontinental ballistic missile by the 
Soviet Union, and yet we are not doing as much as some responsible 
people feel we ought to do to defend against it. You agree to that, 
[ am sure. 

Secretary McExroy. That is right. 

Mr. Manon. How can you sleep with that decision 7 

Secretary McExroy. I put that to the scientific advisers that we 
have. What the Army would do—I think it is a very simple thing— 
is to decide now that you will be successful in your technical develop- 
ment of the defensive weapon. That is without the assurance that 
you will be successful. It is a very complicated kind of thing. 

With regard to something that is coming at you with that sort of 
speed, at that kind of an altitude, to identify it, to compute its trajec- 
tory, to take a missile of your own and to stop it on that same 
trajectory far out enough so that : doesn’t destroy you coming in 
anyway, involves not only a great capability for detection, but a 
great capability for speedy calcul: vai and great capability for then 
launching your counterweapon. 

The scientific advice we have is that what we should do is to move 
with maximum speed in the research and development phase of this: 
that we not underdo this in any way at all, but that we not spend 
hundreds of millions on production of this weapon pending further 
confirmatory indications that we know what we are doing. 

Moreover, there are alternative ways of doing this which look as if 
they may be very much more effective. 

Mr. Manon. You are talking about the Air Force area defense 
proposal ? 

Secretary McEtroy. No, I am talking about something that is quite 
highly classified, which would not make use of this at all, so that: is 
the reason, Mr. Chairman, you have to take your judgments on these 
things in the light of what your scientific investigators do tell you; 
and right or wrong, our decision was to drive right down the middle 
here on the research and development as hard as we could go, but 
that we were not at this point sufficiently sure that we had anything 
that would be effective so that we could start putting up plants and 
tooling plants, and all that kind of thing to the extent of some hun- 
dreds of millions, as has been recommended for this program. 


CONFLICTING OPINIONS ON NIKE-ZEUS PROGRAM 


Mr. Manon. Are most of your advisers fairly confident in the pru- 
dence of this decision that you have outlined ? 





Secretary McExroy. Yes, they are. 

Mr. Manon. I think you will agree there are some of the Army peo- 
ple who are wholly out of step w ith your conclusions. 

Secretary McEtroy. That is correct. I know that. These are the 
kinds of judgments that a Secretary of Defense has to be prepared 
to answer to his Maker for. If you are quite wrong then you are 
wrong in an area which is terribly unfortunate to be wrong in. But 
in my own judgment—and again this checks with the best scientific 
advice we have—we are moving with considerable effectiveness to 
spend the money that we are now spending on research and develop- 
ment. While you can make the other kind of decision any time you 
want to, you should be reasonably confident that everything is going 
to work and not just spend money way ahead of knowledge. It isa 
very wasteful thing to do. 

If we had the real assurance from the scientists that we were the re, 


or practically there, that is what we ought to do. But their judg- 
ment is that we are not there. 


DEVELOPMENT OF ATOMIC POWERED AIRCRAFT 


Mr. Manon. Let us discuss the atomic airplane. You say this 
budget is reasonably adequate, yet you and I recognize that the his- 


tory of the future may record we will not be the first Nation to have 
to fly the atomic airpl: ine. 


Secretary McExroy. It is quite possible. 

Mr. Manon. You know that there will be considerable unhappi- 
ness in this country because of the prestige loss we will sustain in 
the event some other country flies an atomic airplane before we do. 
I believe on the decision of the President, at least the final decision 
of the President, it has been decided to develop a more sophisticated 
type of atomic airplane and take the chance that we will not be the 
first to fly the atomic plane. Are you settled in your own mind that is 
the course to follow ? 

Secretary McEtroy. I think it is. This has had about as thorough 
consideration as anything that has come before us in the past 6 months, 
the time that I have been around. Of course, there are cold-war as- 
pects to this. The decision really was between what we had originally 
set out to do and said was the way we would drive, which is toward 
a higher performance aircraft that would really have more military 
competence if we were successful—and we think we will be successful 
in time—and the other direction was to have really quite a lower per- 
formance aircraft which by any quite simple examination would 
clearly be a low-performance aircraft. A large amount of money 
will be required even to do that. It is not at all clear what its value 
would be after you have it, except for propaganda value. 

In my judgment, the President made the right decision in saying 
that to have what was clearly a low-performance aircraft, even though 
you might get it 2, 214, or even as much as 3 years ahead of the other 
one, would not be the kind of aircraft which would have a sufficient 
psychological impact internationally to warrant the high expenditure. 

Mr. Manon. We could go both routes, I assume; we could work on 


the sophisticated version and the less sophisticated version at the same 
time. 
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Secretary McEtroy. Again it is a matter of judgment. If you 
take a plane which does have an atomic reactor that is used to help 
propel it, but one which does not go very fast, you, of course, have 
to be concerned about the possibility of its coming down and about 
what happens to the fissionable materials that are in that plane, 
What you would have done is not to produce a particularly important 
military device, but what can be patently shown to be a device simply 
to allow us to be the first to fly an atomic airplane. 

(Note: Additional discussion of atomic-powered aircraft develop- 
ment will be found in the Department of the Air Force hearings be- 
fore this committee on pages 32, 56, 168, and 374; and in the overall 
policy hearings, pages 160, 214, 216, and 226.) 


POLARIS PROGRAM 


Mr. Manon. Let us go on to another subject. You say this budget 
is reasonably adequate, and yet the Navy has said that the optimum 
program for the POLARIS is nine POLARIS submarines. The 
Navy made that recommendation to the Secretary of Defense. It was 
rejected by the Secretary of Defense, or by the Bureau of the Budget, 
or the President, or a combination of these people and agencies. 

It would seem that the POLARIS submarine, while an expensive 
weapon, is one of the most encouraging developments on the horizon. 
It would not be subject to surprise attack as are airfields and other 
fixed defense bases. Of course, 9 would not win a war, but 9 PO- 
LARIS submarines would be quite a considerable deterrent in them- 
selves. If we perfect the program fully and if it is a success I am 
sure that we will want more than 9. Somebody has made the decision 
that there would be a program for 5 rather than 9. Could you 
explain how the decision was made and why and what you think of 
the validity of it ? 

Secretary McExroy. Well, we have no difference of view from that 
expressed by you as to the promising nature of the POLARIS sub- 
marine as a deliverer of a strategic weapon. It has what you have 
described—extraordinary attractiveness in many aspects. 

The reason we did not move any faster than this is that here again 
we have a weapons system, and while prospectively it is a most attrae- 
tive weapons system, we will not fire our first full-fledged POLARIS 
missile until ———-. What is in the program for the POLARIS 
system in the 1958 and 1959 budgets, including the 1958 supplemental 
and the 1959 supplemental, is over $114 billion. In our judgment, 
that was an adequate bet to put down at this stage even for this very 
promising system. 

You see, we have had good success with tactical missiles and we 
think we have no reason to be lacking in confidence of success in our 
long-range missile program, but we do not believe anyone else in the 
world is yet equipped with knowledge about long-range missilery to 
have the degree of confidence in that as a weapons system that we 
would like to have in any kind of system we are putting this kind of 
money in, and that is the reason I say this is as fast as we should go 
until we have more knowledge. 

Mr. Manon. Was the decision to have the line at 5 rather than 
going to 9 principally a decision within the Department of Defense, 








or prine ipally a more or less budgetary decision at the White House, 
or in the Bureau of the Budget ? 

Secretary McEtroy. No; it was a decision made by Mr. Quarles 
and myself. What ultimately happened was we submitted this to the 
Joint Chiefs of Staff for consideration, and this had the concurrence 
of the Joint Chiefs of Staff. I do not think they considered in the 
relationship of whether it should be 5 or 9. We asked them to con- 
sider this package and to give us their comment about it. 

So I do not want to give any misunderstanding to the committee 
as to the Joint Chiefs’ involvement in this decision. They did ap- 
prove the decision we made to add the 2 POLARIS submarines in 
the fiscal year 1959 budget amendment. We did not ask them for 
recommendations as between 2 and 6. There are alre: ady 3 POLARIS 
submarines under way, which were funded in the recent fiscal year 
1958 supplemental. 

SPACE PROGRAMS 


Mr. Manon. You say the defense budget you think is reasonably 
adequate, and yet some scientific people and military people will teil 
you we can move more rapidly in the spectacular areas such as putting 
aman in space and orbiting the moon, and things of that kind. The 
1958 budget, plus the supplemental, and the 1959 budget as amended, 
provide considerable funding for outer space weapons, programs and 
experiments, but we can go much further, as you know. 

How do you strike the balance there and get the confidence that 
you are right in deciding to go thus far and no farther? 

Secretary McEnroy. Here again we go to our scientific advisory 
people, and this involves the best there is in the administration, not 
just in the Department of Defense. We brought into the Depart- 
ment of Defense—and this committee may have met him—Dr. York, 
who used to be out at the Livermore Laboratory in California, and I 
think it was a 10 strike we were able to attract him to come in, along 
with Roy Johnson. 

Those two people will be the ones that will provide the manage- 
ment of the Advanced Research Projects Agency. 

Mr. Srxes. I think the committee would want to say we were very 
much impressed with the testimony of both gentlemen when they 
were before us a few days ago. 

Mr. Manon. That is correct. 

Secretary McExroy. I think we can feel a pretty substantial 
amount of confidence that that program is in good hands and I am 
glad you felt that way. But the answer to your question is that again 
it is a little bit like the antimissile missile program. Just how fast 
do you race ahead of the kind of knowledge which you develop pro- 
gressively step by step? You can, of course, take slow steps or fast 
steps. You can be slow as can be and wait a year after each step, 
or you can move rapidly as sound developmental work makes sensible. 

We think that we are driving for the kind of basic information in 
this outer space program and we are going as fast as we can make 
any sénse out of it within our knowledge. T think it is the right 
kind of program and TI think it is pretty generous too. There is a 
lot of money going into this. 

Mr. Manon. Will you insert at this point in the record a list of 
some of the programs underway, or to be launched, as the result of 
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the 1958-59 budgets in this area so that we could have them tabulated? 
I am speaking now of some of these things that we are moving 
toward, not that we are fully financing them. 

Secretary McEtroy. Of an outer space nature? 

Mr. Manon. Yes, of an outer space nature. 

Secretary McEtroy. We will be glad to do that. 

(Requested information follows :) 


r 
iT 


Programed obligations in thousands of dollars] 





Fiseal year Planned, 
1958 fiscal year 
4 ; 
A. Department of Defense work directly relating to the fields of astronautics: ! 
JUPITER-C lu probes and satellite 11, 000 | 
rHOR-VANGUARD lunar probe 10, 000 72, 000 
Lunar probe si inner 200 
Sy technolog 2, 100 138, 600 
Recont ee Sati 61, 33¢ 153, 500 
Lunar base studi 200 400 
VANGUARD (includ itellite tracking 30, 329 9, 800 
Expl ! 3, 500 0 
Mill pound té¢ $50 3 
Ad ced prop ( I 3, 350 4 400 
Space ght surveillance 2, 672 0 
Cor] f Engineers satellite mapping 1,175 250 
Total 113, 012 378, 950 
B, Department of Defense programs having possible application to astro- 
naut ‘ 
Hyperso fl t progr 41, 900 52, 900 
Pr ulsion, € 36, 109 69, 009 
Ir itation, guidance, control, surveillance, ete 19, 825 24, 398 
Se ‘ 2, 625 ¥, 740 
Re 1 dynamics, ronaut , aeromechanics, ete 7, 921 13, 155 
Cc tions 1 7, 920 9, 685 
R tr I l, environment, high acceleration effects, 

! y, bioscience, “‘space suit’ development, ete 5, 691 8, 202 
Mater - 16, 50K 20, 10¢ 
Physics, upper atmosphere, high-altitude geophysics and magnetic 

research, cosmic ray research 10, 179 15, 836 

Total 148, 670 223, 031 


Advance Research Projects Agency or under ARPA direction and review if 





funded f 


2 This includes a ver of advance developments considered to be necessary to the Department of 


Defense astronautics progran For instance, the million-pound thrust engine development is included 
in this item in fiscal year 1959. The executive direction costs of ARPA are also included. 

3 Included in the ‘‘Space technology”’ item. 

4In a sense, almost the entire Department of Defense research and development program can be 


expected to provide knowledge which will be of some use, directly or indirectly, to the astronautics effort 
and the determination of that portion of the program which has an immediate possible application is a 
matter of judgment. The above listing includes only those projects or portions of projects in the latter 
category. Examples are portions of projects being pursued, in connection with high altitude, high- speed 
flight and portions of projects dealing with habitability conditions within a sealed submarine hull 


Ballistic missile and antiballistic missile system work, while having some obvious application, is not 
included. 


NEED FOR AGGRESSIVE PROGRAM IN NEW AREAS 


Mr. Manon. Now, Mr. Secretary, as you know, the American 
people were quite ee last fall over the spectacular cold war vic- 
tory which was won by the Soviet Union in launching the first earth 
satellites. The pulse of the people is more or less back to normal 
today. A few weeks from now we do not know what may develop, 
but it is perfectly clear to me that despite the fact we are more or 
less back to normal the people will not willingly tolerate a program 
of timidity and too much conservatism in these vital new areas about 
which we have been talking. 
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Is this program responsive to this demand, spoken and unspoken, 
of the American pe thing beyond timidity, something a 
little more bold and aggressive than we have done 4 

Secretary McExroy. | think it is, Mr. Chairman. Both the 1958 
supplement: al and the 1959 amendment, with a couple of exc eptions— 
the major one being the conclusion th at the B-52 and the KC-135 
production lines should be continued in operation—are given over 
to an accentuation of the advanced programs. The POL ARIS is a 
fine example. Assuming that the additional two POLARIS sub- 
marines are funded there will be, as I say, over $1 billion devoted 
to the POLARIS program in 1958 and 1959. That is quite a good 
deal of money on just one program. 





ACCELERATION OF TITAN PROGRAM 


The TITAN program comes in for additional funding in the 1959 
supplemental. The follow-on development of the TITAN I think 
was discussed with you by Dr. York, and it is regarded as a system 
by which we are likely to put a very sizable vehicle into outer space. 
If we are successful in doing that, as I am sure we will be, we think 
the probability is a follow-on of the TITAN propulsion "vehicle, a 
rocket, is what is going to do that. We are talking about TITAN in 
our budget at the present time and TITAN for TITAN’s sake alone; 
in other words, as an LCBM, but we are not insensitive to the fact 
that it has very important additional atractiveness to it as a means 
by which, over a developmental period of years, we will have our 
most promising launching device for a large weight outer space ve- 
hicle, which is what you are going to have to have if you take any- 
body to the moon, if we would want to send somebody there. 

Mr. Manon. Or if you are going to have a man in space in a space 
vehicle of a certain type. 

Secretary McEtroy. That is right. 

Mr. Manon. As I understand it, and I would like to check with 
you, we rely upon the liquid propellent engine as the first stage for 
the satellite launching program. That offers more hope than the 
solid propellent engine from the standpoint of getting more quickly 
into space with heavy objects. 

Secretary McEtroy. The maximum thrust that you need seems, 
from today’s knowledge, to be more to be expected from the liquid 
propellent than from the solid. I do not suppose that would be true 
forever, but it is so as of the moment, and that is the way that we are 
traveling. 

MINUTEMAN PROGRAM 


Mr. Manon. The Air Force wanted more financing for the solid 
propellent IRBM and the ICBM, I believe, the so-called MINUTE- 
MAN, and their request was pared down quite decidedly. 

Secretary McExroy. It was, and I think even the Air Force, at least 
the top management of the Air Force—and I want them to speak for 
themselves would agree that this is about the right kind of program. 
They were moving pretty fast. It is a very attractive looking setup. 


I do not know whether this committee has had a chance to see what 
they have in mind. 
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Mr. Manon. Are you speaking of the MINUTEMAN? 

Secretary McExroy. Yes 

Mr. Manon. There is a present: ition which we have not seen in de- 

tail, but I think we will want to see it. We have discussed the problem. 

Secretary McExroy. It is a pretty attractive kind of thing. What 
it involves is the placing of these vehicles on subterranean platforms, 
scattered around an individual launching site. The individual laune h- 
ing sites would control a number of missiles and it would also be sub- 
terranean. These would be ready to go at all times. You simply in 
effect lift a lid which is protecting these things from the weather if 
I)-day were found to be here and set them off with some pushbuttens 
that are in the control box. It is an attractive idea in the same w ay 
that POLARIS is, as a necessary element in our retaliatory « ‘apability 
which we hope will be successful in deterring war. 

Mr. Manon. We have had the gener ral presentation but not the 
latest. 

Secretary McExtroy. Here I think my answer to you is the same as 
it was on the antimissile missile. There is a belief that the amount 
of money provided is fully adequate for the stage at which the pro- 
gram now is, and we are pressing forward on that. We think it 
makes sense to have a solid propellent second generation of the ICBM, 
but in order to have this and carry a real payload the distance 
required there has to be considerable improvement in the overall pro- 
pulsion characteristics of solid propellents. And when you have that 
much of a breakthrough that you have to achieve, then it does not 
seem to any of us that you want to make your bet too strong on that 
weapon system being available in any short period of time—within a 
limited period of months. 


CHEMICAL BOMBER 


Mr. Manon. We talk about pushbutton warfare and weapons of 
the space age, but as you point out, they certainly have not been fully 
erfected and improved. The Air Force ’s chemical bomber, the B-70, 
is in the offing. Some contracts have been let in recent months. of 
course, bomber programs are terrifically expensive. 

Secretary McEnroy. Terribly. 

Mr. Manon. In view of the progress we are making in propellents 
and missiles, does it make any sense, in your judgment, to proceed 
with the so-called chemical bomber ¢ 

Secretary McEtroy. I think it does, Mr. Chairman, for several 
reasons. 

First of all, we have to prove to ourselves that the long-range mis- 
sile is a really reliable and effective weapon, before we should ever 
decide that we should consider that it should take the place of the 
bomber. Moreover—and this applies to quite a bit of what we will be 
talking about perhaps this morning, our general belief about this 
fairly diversified capability of this country to deliver a strategic 
weapon, an airplane, POLARIS, IRBM, ICBM, carrier-based 
bombers, and so on—is that we should strive to retain considerable 
diversification in our retaliatory delivery capability as a means of 
making the opponents’ defense against us Just that much more complhi- 
cated and difficult. We, of course, are committed not to strike the 
first blow. Our whole operation of this kind is for the purpose of 
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roviding a deterrent. We do not want to hit him. We will hit him 
if he hits us, but we do not want to hit him. We want him to realize 
we have the capability to hit him so that he will not hit us. 

Now, if we limit our capability—and this goes very specifically to 
your point—to hit him to a ballistic-missile capability, and if he dis- 
covers a means of really solidly protecting himself against ballistic 
missiles and nothing else would be available to hit him with, he would 
have us in a quite serious military position. It is an expensive thing 
to do, but it seems to me we have to proceed with further aircraft 
development at this time. 


B-52 PRODUCTION 


Mr. Manon. I was not undertaking to express an opinion that we 
should discontinue the work on the chemical bomber. I agree with 

ou; we ought to continue it. But if we ought to continue the B—70, 
it would seem evident that you would believe that then we should con- 
tinue our capability to produce the B—52 and keep it on the production 
line; is that correct ? 

Secretary McEnroy. That is what we are saying. We are phasing 
down to quite a minimum basis at the end of 1960, and we think that 
is what we ought to do. But, considering the large number of sub- 
contractors and suppliers that are involved in producing a B-52, we 
do not think that pipeline should run out, since, if everybody should 
be producing something quite different, and if you ever needed to 
produce the B—52’s again, it would take a long, long time to get the 
thing underway again. 

Mr. Manon. We have financed, I believe, in 6 years about 603 
B-52’s? : 

Secretary McEtroy. Yes, sir; I think that is the figure. 

Mr. Manon. And you provide for about 39 additional B—52’s in the 
amended budget? That is not a very spectacular program ? 

Secretary McErroy. It is not an extreme program. 

Mr. Manon. What shall we say if someone offers an amendment to 
increase this money to enough to provide 2 additional wings or 1 
additional wing of B-52’s?) What would you say in rebuttal ? 

Secretary McErroy. I think the major point I would make is that 
the objective of our heavy-bomber force was 11 wings, which the 603 
bombers would supply, plus the reserves that are needed to keep the 
11 wings active. 

Now, this additional 39, along with some use of the reserve, and 
advanced attrition aircraft provided for the other wings, will give us 
a12th wing. The real reason for doing this is not so much to provide 
the 12th wing as it was to keep our capability to quickly get into 
additional production of B-52’s if we find, for example, that our 
further work on the B-70 indicates that our time of bringing that 
into the arsenal is delayed. 

Mr. Manon. W ell, also, you would be influenced by decided unsatis- 
factory experience in the long-range ballistic-missiles program ? 

Secretary McEtroy. That is correct. There are a number of things 
which we will know a good deal more about when we come to making 
another decision, which we would do about a year from now. 

Mr. Manon. In other words, in the 1960 budget you could acceler- 
ate this program for the B-52’s? 
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Secretary McEtroy. We could accelerate it, or we could maintain 
it on this minimum basis. The fact that we keep the line going gives 
us a degree of elasticity which we could not get if we let the production 
drop off. 

ADEQUACY OF BOMBER FORCE 


Mr. Manon. Since we are pledged not to strike the first blow in a 
big war, what magic is there and what sufficiency is there in 11 or 
even 12. wings of heavy bombers? Is that reasonably adequate ? 

Secretary McExroy. It is regarded as adequate, along with our 
other strategic delivery capabilities. This is all in rel: ationship toa 
targeting under a war plan, and I would say if anywhere near 600 
bombers get over their targets in the opponent’s territory, there is 
not going to be much of a remaining existence left for him. 

Of course, you are not going to get 600 heavy bombers over him, 
because he is going to have some opposition to that; at least, you are 
not going to get all 600 of your bombers over him, but this is all taken 
into account, as well as the attrition factor, in determining our re- 
quirements. 

Also, keep in mind that the B-52 is not your only bomber that has 
the capability. You have 1,500 B-47’s which, with their refueling 

capacity and advanced bases, are very capable bombers in themselves, 
It is called a medium bomber. It does not have the range, of course, 
that the R-52 has. bnt it has plenty of carrving capability. 

Mr. Manon. Mr. Secretary, I would like to change the subject, and 
I am soing to discontinne these questions, although T have a number 
more here that IT would like to ask, and may ask later if they are not 
covered by other members of the committee. 


CONGRESSIONAL APPROVAL OF MAJOR DEFENSE PROGRAMS 


T would like to ask vou if vou svhseribe to the nronosition that ma- 
jor programs of the Department of Defense should be first approved by 
Congress before thev are launched? Would you, more or less, accept 
that as a correct principle? 

Secretary McFiroy. I take it. or at least I would like to ask you, 
Mr. Chairman, whether you are including such a start as the research 
and development. exploration and evaluation of a project ? 

Mr. Manon. T think I can make myself plainer by reciting a little 
of the past history. 

Secretary McExroy. All right. 

Mr. Manon. For fiscal year 1958, a certain program was presented 
to Congress. We undertook to approve the program, but we said it 
could be financed with less money. That is what Congress really did, 
in brief. 

In January you requested a supplemental appropriation, not for 
anything that had been raneeated | in the 1958 budget. You requested 
in excess of $300 million for the construction of a detection system 
against the intercontinental ballistic missile. You requested construe- 
tion of three POLARIS submarines, and you made some important 
policy decisions. : 

My feeling is that, certainly, programs of that magnitude ought not 
to be launched by the Department. of Defense without the approval 
of Congress, because they involve, really, in the long run, expenditure 
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immediately of many millions of dollars, and eventually, billions of 
dollars. I am seeking to explore your philosophy with respect to this 
matter, because I am thinking: about transfe1 ability. 

Secretary McExroy. Yes; “that is right. 

Mr. Manon. In other words, you did not really need very much fresh 
new money for fiscal 1958, and you did not have to request the $1.2 
billion. You could have requested transferability of, say, about $600 
million in the Air Force fund for “Aircraft and related procurement,” 
for the financing of a large part of this program. 

Do you get what I mean? 

Secretary McExroy. Yes, sir; I do. 


CONGRESSIONAL CONTROL OF PROGRAMS IF DEPARTMENT OF DEFENSE 
GIVEN ADDITIONAL FISCAL FLEXIBILITY 


Is 


Mr. Mauon. I feel that you should have a certain degree of flexi- 
bility, and as you remember, you and Mr. McNeill dise sussed in recent 
days some of the flexibility which you presently have. 

My point is: Would you want flexibility that would give the Pen- 
tagon the authority to launch these vast programs without the con- 
currence of Congress just because the money was available by reason 
of the transferability ¢ 

Secretary McExroy. No, sir; at least, that is not what is regarded 
as important from my standpoint. What we would like to do, how- 
ever, would be to have some understanding, as we do with reprogram- 
ing today, under which any new programs would not be initiated 
without prior notification to this committee. I am assuming if it were 
an important thing that we were undertaking, it would then be a matter 
that the committee should want to call us, and an inquiry about such 
a transfer would be possible. I do not believe we would move into 
anew program if the committee indicated opposition. 

Mr. Manon. Let us take, for example, an additional $300 million 
atomic supercarrier. If you had funds available—and you would 
have them available, probably—and if you had sufficient transfer- 
ability, you could let a contract for an additional supercarrier, Ee 
example, or an additional program of considerable magnitude i 
some areas and Congress would be completely helpless. 

Secretary McExtroy. Well, I would think that some provision with 
respect. to transferability which would oblige us to come to this com- 
mittee and discuss or notify or whatever the right words are—I do 
not have a fix on any partic vular words, as far as I am concerned—be 
appropriately included in any authorization of transferability. 

Mr. Manon. But I doubt that this committee should without the 
concurrence of Congress launch major programs upon your.request. 

Secretary McEtroy. The problem there, it seems to me, Mr. Chair- 
man, is that the very nature of transferability arises from the relative 
slowness with which a new legislative action can be taken by the 
Congress as a whole, and this is not said in any critical way at all. 
It is just the way the railroad runs; that is all. I suppose you could 


make quite a point that that very deliberation is a protection to the 
American people. 


Mr. Manon. Yes. 
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Secretary McExroy. So, I am not fussing about it, but the need for 
flexibility really is for those instances where you do not have that 
kind of time, or should not use that amount of time, because you can 
always come to the Congress and ask for a supplemental if you need it, 
which would involve not only an appropriation of money but approval 
of the program if the money were granted. 

So, I think what we need to find here among us—and I believe that 
this would be quite possible as this committee has worked with us in 
the past—is some way in which we can take those programs where we 
do need to move with speed, but could involve relatively substantial 
funds, and let us have a mechanism by which we can present the 
matter in some formal way to the Appropriations Committee for in- 
formation and as much understanding of it as this committee would 
like to have. 

Mr. Scrivner. We have been doing that for some time, sir. 

Secretary McExroy. That is right. 

Mr. Scrivner. That is just exactly the practice we have followed 
for years. 

Secretary McExroy. That is right. 


BUDGET REQUEST FOR $2 BILLION TRANSFERABILITY 


Mr. Manon. I fail to find any support in Congress for the bud- 
getary request that you be given $2 billion transferability, and I think 
only a very, very weak ¢ ‘ase could be made out for that, Mr. Secretary. 

Secretary McExroy. This is the President’s request, and of course 
the President makes his own decisions about these matters. 

I am not quite convinced, personally, that that $2 billion is a figure 
which is necessary in toto, in view of the recent budget augmentation 
which added $1.6 billion of high priority items to the previous budget 
submission. 

Mr. Manon. I do not want you to embarrass yourself on the record 
at all. 

Secretary McExroy. Iam willing to say that much. 

Mr. Manon. Well, however, you want to handle it. 

Secretary McExroy. I believe the President has said this in his re- 
organization plan—and I think it really backs up and includes as an 
expression of his philosophy this request that was made in connection 
with the 1959 budget—that what is needed here is the flexibility to 
run this Defense Establishment under today’s environment and rules. 
Primarily that means that you must have these unified commands to 
which you can give orders quickly and can support them with new 
weapons. It is important that there not be any delay in supplying 
them with new weapons. Such delays could occur if we do develop 
some scientific breakthrough which was unanticipated at the time the 
appropriation request was made up, and we find that we have inade- 
quate funds in the right appropriation account to press forward with 
it. Mr. Manon. I shall not pursue the matter further at the moment. 
Of course, the $2 billion transfer authority is before the committee. 

Secretary McExroy. Yes; I know itis. 


500 MILLION CONTINGENCY RESERVE 


Mr. Manon. I wish you would make the record clear here, Mr. 
McNeil, that the $500 million request is really no longer pending before 
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the committee, and explain the reasons why as has been done in other 
areas of the hearings. 

Of course, we have no desire to usurp the prerogatives of the Armed 
Services Committees of the House and Senate with respect to the over- 
all program of reorganization. But we are all very much interested 
in it, and I am sure we have different views on the subject. 

Mr. McNetu. Within the $73.9 billion estimated expenditures for the 
Government as a whole, the President’s budget included a contingency 
reserve of $500 million specifically for defense purposes. This amount 
was earmarked in the budget in anticipation of possible subsequent 
action to modify or accelerate the defense programs contained in the 
budget as initally submitted t the Congress. Such action has now been 
taken by the submission to the Congress in April of amendments to the 
fiscal year 1959 budget. These amendments, plus concomitant aug- 
mentation of military construction programs to be submitted to the 
Congress in the near future, are estimated to involve additional expen- 
ditures of $556 million. 


DECISION ON NUMBER OF POLARIS SUBMARINES IN PROGRAM 


Mr. Suerrarp. Mr. Secretary, in response to Mr. Mahon’s ques- 
tioning pertaining to the determination of the additional two 
POLARIS submarines, and for which appropriations have been re- 
quested, you stated, as I interpret your statement, that the decision 
was made by Mr. Quarles and yourself, and cone urred in by the Joint 
Chiefs. That was your statement to him insofar as the determina- 
tion as to the number was concerned ? 

Secretary McE.roy. No; what I said was that as far as Mr. Quarles 
and J are concerned, it is true. As far as Joint Chiefs are concerned, 
they approved the entire package that came up here as the 1959 
supplemental. But I wanted to make clear that they did not choose 
the increase of 2 in relationship to the 6. 

Mr. Suepparp. In other words, they did not originate the conclu- 
sion, but they concurred in it ? 

Secretary McExroy. Yes, sir. 

Mr. Suerparp. So, it is a concurrence so far as the request is con- 
cerned ; is that correct ? 

Secretary McExroy. That is correct. 


NUCLEAR-POWERED AIRCRAFT CARRIER 


Mr. Suerrarp. As you well know, there has been a very strenuous 
controversy over the so-called nuclear flattops, and it has been rather 
difficult to defend it from time to time. 

I find in the present budget before the committee $35 million for 
long-lead-time procurement for another nuclear flattop. My ques- 
tion is: Was the decision to request the $35 million determined on the 


same general premise or basis as the POLARIS procedure was deter- 
mined ? 


Secretary McExroy. No. 

Mr. Surerrarp. How was that determined ? 

Secretary McExroy. Well, this was a determination made at the 
time of the development of the 1959 basic budget. The decision was 


made, really, at the highest levels of the administration, but at the 
25095—-58——_24 
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same time there was a determination not to include an atomic attack 

‘arrier in the 1959 budget, it was also concluded that we should be 
nepaked with long-lead-time items in order to be able to proceed with 
such a ship in the 1960 program. 

That was not to say that the decision was finally and irrevocably 
made with regard to 1960, nor would we spend this $35 million if 
authorized—and I hope it will be authorized—without a review at that 
time of the desirability of including a nuclear attack carrier in the 
1960 budget, as we would not likely have one which was not driven 
by nuclear propulsion. 

So, it was clearly understood at the time that we dec ‘ided not to have 
one in the 1959 budget, that we would put in the Navy’s budget ade- 
quate funds for the long-lead-time items for the 1960 carrier. 

That decision is not irrevocably made with respect to 1960. 

Mr. Suepparp. In other words, insofar as the $35 million is con- 
cerned at the present moment, even though it is presented to Con- 
gress upon the premise of its requirement for long-lead-time pro- 
curement purposes, there is still an undetermined status insofar as the 
$35 million is concerned ? 

Secretary McExroy. That is correct. We have a great belief in the 
carrier. We are not running away from the attack carrier, as an im- 
portant part of our military capability, and I do not want that to 
seem to be only a feeling of my own. I am simply saying what is 
actually the fact concerning the value of carriers, and that the de- 
termination to spend this money will be made only after an additional 
review, which I think is a sound procedure. 

Mr. Suerparp. In other words, you are approaching this upon the 
same general premise which you just conveyed to Mr. Mahon in his 
interrogation and in your response? The philosophy pertaining to 
the flattop is to a degree comparable with that of the B-52? 

Secretary McErroy. I would say so. I think all of our present 
weapons systems have to be constantly or frequently reappraised in 
relationship to all of these new weapons that come along, and the 
effect that they will have on warfare as it will be carried on in the 
future. 

REVIEW OF REQUEST FOR $35 MILLION FOR CARRIER 


Mr. SHeprarp. Well, of course, what I am attempting to do here, 
Mr. Secretary, is establish one factor: With due respect to those who 
oppose the flattop—and there is plenty of opposition to it—as to 
whether or not it is required in conjunction with military comple- 
ments, has it had the same strenuous review which all other factors 
in the present budget have had ? 

Secretary McExroy. It has had, and I would say at the highest 
levels. 

Mr. Sreprarp. So, insofar as the evaluation of the necessity is con- 
cerned, there is no question at all so far as what you are telling me 
as to the advisability and the necessity for the presentation of the $35 
million ? 

Secretary McExroy. There is not. 

Mr. Suepparp. Even though the Congress in its last report defi- 
nitely stated there should + no further expenditure in this field until 
the present authorized and anpropriated-for flattop had become suf- 
ficiently proven in the service? 
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Secretary McE troy. I do not want to be impertinent to Con- 
gress—— 1 

Mr. SuHerparp. You are not impertinent to Congress; that is not it. 

Secretary McE.roy. It simply seems to me that we must put up 
what we think is right, and that is what we are doing, and I believe 
that this is right. If we are to include an attack carrier in the 1960 
program, we should have ace omplished the compressing of time which 
we can do by buying these long-lead-time items in the 1959 program. 

Mr. Suerparp. I have long understood the procedure, as your pro- 
cedures have been evidenced by the witnesses and those who are formu- 
lating the budget requirements for our military procurement. But, 
irrespective of ‘that, and I am belaboring the issue at this moment so 
that there can be no chance in this record of misinte1 rpreting the status 
of the flattop and its requirements as compared to the total picture, 
you are stating that it has had the same analysis and has been deter- 
mined to be ac omponent part of the requirements ¢ 

Secretary McEnroy. That is correct. 

Mr. SueprarD. That takes care of that issue. 


MILITARY CONSTRUCTION PROGRAM 


Insofar as the latitude of expenditure is concerned, I think my per- 
sonal criticism has been indicative of my personal attitude and I am 
not going to belabor that question. 

There is another important approach from a policy point of view 
that has a tendency to disturb me at the moment, and this, I am per- 
sonally interested in because of the responsibilities that have been 
assigned to me. Those who are familiar with the military operation 
I think ‘fully realize that as we approach productivity and certain 
formulation of our science and development, and so forth, we ob- 
viously have to have a construction program to permit those particu- 
lar operations to be geographically located, and become operational. 

In other words, the construction program is a component part of 
the total, and to a degree is a “first” because you can have all of the 
mechancial devices you want to but they have to have fixed positions, 
and fixed structures to become an effective operation. 

Then, obviously, the construction program is an essential part in 
this picture to that degree, and with reference to the timing element. 

Secretary McExtroy. Yes, sir. 

Mr. Suepparp. Under those circumstances, why do I find that the 
study that is given to the existing presentations and the hardware pro- 
curement requirements is r ather expeditiously presented to Congress 
and yet your construction program is coming in some time in the hypo- 
thetical future. The comparability of the t two, to me, creates an un- 
related policy situation which I do not understand. Therefore 
perhaps you can explain it so I will have a better understanding of it. 

Secretary McExroy. I think what we have got to say in answer to 
your question is that we are not doing very well on that one, and 
we had better get at it. That is nota good answer, but nevertheless—— 

Mr. Suepprarp. It may not be a ‘good answer, but it is the most 
truthful one. 

Secretary McE.roy. Well, it is a fact. 

Mr. Srxes. A lot better answer than some answers we get. 

Mr. Manon. It isa lot better answer than some we have had. 
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Mr. Suepparp. Mr. Secretary, I have a great admiration for you. 
You will call your shots even when you are ‘hurt a little bit. 

Secretary McE troy. It seems to me that when you are wrong, you 
might as w ell say you're wrong. 

Off the record. 

(Discussion off the record.) 

Mr. Suerparp. We are very seriously interested in the situation. 

Secretary McEtroy. I will get on that one because I do not like to 
have to make that answer to you, but I think that is right. 

Mr. Sueprarp. Thank you. 

Mr. ee you have covered a wide latitude of policy opera- 
tions. I do not think it would be becoming upon my part to take u 
any more time of the Secretary. So, you can just conclude that my 
time has been absorbed. 

Mr. Manon. Thank you, Mr. Sheppard. 

Mr. Wigglesworth, do you have any questions? 

Mr. Wiceiesworru. Mr. Chairman, in view of the fact that in this 
year’s hearings we have been into the details of the matters before 
us for consideration before hearing the Secretary, I am not going to 
examine him at any great length. 

I do, however, have a few questions. 


ADEQUACY OF BUDGET REQUEST 


You have stated, Mr. Secretary, that in your opinion the appropria- 
tions requested and the defense forces contemplated are adequate in 
your judgment. I assume that that includes adequacy to deter any 
reasoning opponent as well as adequacy in terms of possible all- 7 
war, or limited war; adequacy in terms of the security of Americ: 
and of our responsibilities to the rest of the free world 

~s00 oui McExroy. That is correct. We have capability for gen- 
eral war and very substantial capability for limited war. We, of 
course, ‘haw very substantial ant steadily improving and steadily 
diversified capability of a deterrent nature. I think we should say 
on the point of limited warfare that I do not see how you could have 
limited warfare between the two major opponents and if our major 
opponent is involved, we believed that they could hardly avoid an 
all-out military struggle. 

Mr. WiccieswortrH. But, with respect to either type of war, your 
statement stands that in your judgment the program before us pro- 
vides adequate defense ? 

Secretary McE roy. I believe it does. 

Mr. Wiccieswortn. I saw you quoted the other day, I hope cor- 
rectly, in the press, as serving notice that in your opinion we are in a 
position to bury, I might say, any opponent that might be foolish 
enough to attack us and stating that in your opinion the Kremlin 
knows this fac t, and is being guided accordingly ? 

Secretary McExroy. That was factual. This was in response to a 
question that originated with Mr. Khrushchev’s threat to bury us, 
and this was a question asked in connection with an interview carried 
on with the editors of U. S. News & World Report. They asked the 
question, were we in a position to bury him. I am not that militaristic 
that I would put out that kind of ¢ omment except in response to such 
a direct question, but I nevertheless believe exactly what I said. 
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Mr. WiccLeswortH. Well, I personally am glad that you do, and 
I am glad that your opinion is shared by top military representatives 
of the Department of Defense that have appeared before this com- 
mittee and so stated. The world should know the enormous power 
which is ours, and that we are prepared to use it if necessary. 


1959 REQUEST COMPARED WITH 1958 FUNDS 


Now, in talking with Secretary McNeil the other day, it was stated, 
as I recall it, that if the request before this committee should be 
allowed in full, it would mean an increase as compared with the funds 
made available in fiscal 1958, including the 1958 supplemental bill, 
of something over $4 billion and excluding the supplemental of about 
$5.4 billion: was it not? 

Mr. McNetu. Yes, sir. 

Mr. Wieeieswortu. $5.4 billion / 

Mr. McNet. Yes, sir. ; 

Mr. WicciesworruH. So, on the assumption that the request should 
be approved in full, we are making a very substantial increase as 
compared with the present fiscal year, and we are exceeding the 
recommendation of the Rockefeller committee, which has been re- 
ferred to, in the first year, at least, by about $2.4 billion; are we 
not ? 

In other words, that committee recommended a $3 billion stepup 
each year. As I understood it, you say you will consider each year 
as we reach it—as far as the first year is concerned, however, you are, 
in fact, making a recommendation of not far from double ‘what the 
Rockefeller committee recommended ? 

Mr. McNett. That is essentially correct, Mr. Wigglesworth. Of 
course, I doubt that the Rockefeller committee recommended increas- 
ing expenditures by about $3 billion a year, but they fully understood 
or even considered the credits generated by the revolving funds on 
the offsets to the cost of new programs that can be derived by con- 
tinuing reexamination of existing programs. 

Mr. Wicctesworrn. You agree that unless places are found where 
reductions can be made, we shall make available about $5.4 billion 
more than provided in fiscal 1958 exclusive of the supplemental, as- 
suming no additional amounts are included by the Congress? 

Mr. McNem. That is correct. The only difference as I mentioned, 

was the extent of the credits which could be applied in lieu of new 
Peiigational authority last year, but which are not available for 
1959. 


APPROVAL OF FORCE GOALS 


Mr. Wicciesworru. Now, recommendations have been made and 
have been discussed in respect to force goals for fiscal 1959 with 
reference to the Army, Navy, Air Force, and Marine Corps, regulars, 
reserves, and National Guard. Is it my understanding that these 
force goals have your approval ? 

Secretary McExroy. Yes, sir; they do. 

Mr. Wicetesworru. Do they also have the approval of the Presi- 
dent and the National Security Council ? 

Secretary McEtroy. They do. 








372 


Mr. WiceLeswortu. How about the Joint Chiefs? Do they reflect 
the majority opinion of the Joint Chiefs in all instances ? 

Secretary McExroy. I think we would have to say that there has not 
been a full acceptance of these figures on the force goals by all of the 
Chiefs. I am talking now about the specific figures for each of the 
services in their regular forces. There has been, however, a formal 
consideration of the paid strength reserves, and the National Guard, 
and there has been a Joint Chiefs approval of these figures as ful- 
filling minimum requirements. I give you that that as being specific 
to those reserve forces because there has been a particular question 
raised regarding them. 

Mr. Wieciesworn. As to the regular force goals, would you say 
that they reflect the majority opinion of the Joint Chiefs ? 

Secretary McExroy. My recollection is “Yes.” I think this might 
be an answer that might be satisfactory: It is very difficult for a serv- 
ice chief ever to consider that his particular service has adequate 
manpower in relationship to what he would like to have. 

Mr .Wieeiesworn. Lam sure we realize that. 

Secretary McExroy. And that is the reason that this is a hard ques- 
tion for me to answer to you affirmatively and be honestly reflecting 
the views of the Chiefs. I think, however, with the exception of some 
feeling that each of the service Chiefs would like to have a few more 
for his individual service, the overall force levels are regarded as ade- 
quate by the Joint Chiefs. 

Mr. Wigglesworth, this is a litle like the way money is requested. 
There has never been enough money. 

Mr. Wiccriesworn. I understand that, and T understand that the 
Chief of any service may not feel that he has enough manpower. We 
have just gone over so much territory in these hearings that [ am not 
clear just what the facts are. 

However, you would not have recommended an overall force goal 
for any one of the services, I take it, unless the Joint Chiefs as a whole 
had gone along with the recommendation ? 

Secretary McExroy. Well, of course, these figures were set ahead of 
my arrival, with the exception of an adjustment which was made after 
my airivi al that took the figure from $2.5 million in the active forces 
to $2.525 million. “Yes, *T would say the figure would be set by the 
Pi ide even if it did not happen to have the approval of the Joint 
Chiefs. 

Mr. Wicetesworrn. But your opinion is that, subject to the quali- 
fication you have stated, the force levels recommended did have the 
approval of the Joint Chiefs as a whole ? 

Secretary McEvroy. Yes, sir; that is correct. The differences are 
not in big numbers. I think it could very well be said, and I think it 
is generally known to this committee, that the Army feels as if it 
should have more forces. I am not exactly sure whether the Army 
thinks that they should have 900,000 in relationship to an 870, 000 
force. At times they have talked about the figure of 925,000. I think 
the Marines feel as if they are a little unc ‘comfortable with this figure 
of 175,000, but I think, again, the difference we are talking about is 
probably around 5,000 spaces, which to me is the kind of thing that 
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will almost always happen. I think it is terribly important for this 
committee, as wise as it is, to know about the implications of force 
levels, what costs you have any time you add or subtract 1,000 men 
from your force levels, and what looks like a difference in your 
budget of somewhere around $10 million. 

It is about $10,000 to $15,000 per man, and I am not talking about 
pay alone, obviously. I am talking about the compensation of the 
men, maintaining them and supplying them with the necessary kinds 
of weaponry. Also I think we should continue to have in mind, and 
probably all of you men have had it in mind long ahead of me, that 
as the capability per unit of military force advances with more so- 
phisticated weapons and more powerful weapons, you probably are 
going to see an inevitable gradual decline in the number of person- 
nel in the armed services beyond this point, simply because if you 
require, let us say, 5 men to operate a $600,000 heavy bomber and 
you require 5 men to operate an $8 million heavy bomber—and those 
are the relationships in the cost of a heavy bomber between World 
War IT and today—and if you are going to retain the same number of 
people flying heavy bombers, you have a factor of 12 or 13 to 1 in 
the cost of equipment that those fellows are going to have. 

Moreover, you are going to have—and this is the more important 
factor—what will be a far greater capability because of the much 
finer performance of these aircraft. That has gone on in all the serv- 


ices and, of course, it is the kind of thing that has gone on in industry. 


It means that everyone throughout this economy of ours has got to i 
able to produce more, whether it is in the milit: ary or in industry, 
teaching, or whatever you please, in order for us to stretch the ¢ At 
bilities of our people over the great number of things that we want 
to get, done around here. 

Mr. Wiccieswortu. If in checking your answers you can give us a 
more definite statement with reference to the Joint Chiefs on this 
matter, I hope you will do so. 


VIEWS OF JOINT CHIEFS OF STAFF ON FORCE LEVELS 


Secretary McExroy. I will see if I can get you an exact statement 
which I can put in the record on the Joint Chiefs. I do not want to 
be inaccurate in it. I appreciate the privilege of putting it in. 

(The matter referred to follows :) 


VIEWS OF THE JOINT CHIEFS OF STAFF ON FORCES FOR FISCAL YEAR 1959 


The budget estimates for fiscal year 1959 were initially prepared under guide- 
lines calling for expenditures of $38 billion and which prescribed military per- 
sonnel strengths for the Active and Reserve Forces. Provision was also made 
for the submission and consideration of additional programs—including in- 


creased manpower—which could not be accommodated within the basic budget 
submissions. 








374 


The following are the authorized military personnel strengths for June 30, 
1959, which were prescribed for use in submitting the initial service budgets and 
plans for fiscal year 1959: 


—_————$<_— 


Active | Reserve com- 
Forces ny a (drill 








pay status) 
ae reece ae oe oe ai | i | 
Army-.-.- eecadhees sin encioneniachs arate 850, 000 | 630, 000 
BNE <n snd 0 oeteniosabacenmgeeawaudie wos phd aaa = saticin iy Gearitdoietons ae 630, 000 | 135, 000 
Marine Corps. - Bs ede citi. bibtteakebeeb coed sadadeanan 170, 000 | 45, 000 
Air Force....--- bs ds ua ansaid nani ela eguaincdninaatieistaiploraceindh 850, 000 135, 000 
I sins nial penpemenntiasignicieatierenin a csiciiatn ween aim aindaiiaaniobaadni mtb npidie 2, 500, 000 | ‘945, 000 


The basic service programs—and suggested additions thereto—were discussed 
at length at meetings with the President and the National Security Council, 
during which the individual and collective views of the Joint Chiefs of Staff 
were presented. The Joint Chiefs of Staff expressed reservations regarding 
the planned reduction in the number of active and reserve military personnel, 
but agreed that the active forces recommended by the military departments 
for fiscal year 1959 constituted the most effective forces that could be main- 
tained within the established guidelines. The Joint Chiefs of Staff also agreed 
that the allocations of the Ready Reserve, as fixed by the Secretary of Defense, 
were adequate to fulfill minimum requirements in the approved joint strategic 
plans. 


On the basis of the views and recommendations of the Joint Chiefs of Staff 
and discussions with other responsible military and civilian officials of the 
Department of Defense, the President approved increasing the planned June 30, 
1959, military personnel strengths of the active forces from 2,500,000 to 
2,525,000—primarily in order to maintain existing overseas deployment of major 
force units throughout fiscal year 1959—and the fiscal year 1959 budget was 
submitted to the Congress on this basis. After submission of the budget, the 
Joint Chiefs of Staff again reviewed the Department of Defense guidance with 
respect to the programs for Reserve forces, and reiterated their position that 
the allocations of the Ready Reserve were adequate to fulfill minimum require- 
ments in the approved joint strategic plans. 

Mr. Suepparp. That privilege will be granted. 

In accordance with the agreement of the committee, the Chair will 
recognize the gentleman on his right up until 12 o’clock. At that 
time we will adjourn until 2 o’clock. 


EFFECTS OF INFLATION AND HIGH PRICES 


Mr. Sres. Mr. Secretary, it is a very useful thing for this com- 
mittee to have you appear and discuss these matters with us. You 
have a very fine degree of candor which is refreshing, and helpful 
to us. 

You have expressed yourself as concerned about the constant up- 
ward trend in prices, and I think this is a proper concern. 

The Government is the largest purchaser of equipment and services 
in the market. Could not the Government perform a very useful 
service by taking the lead in calling labor and management together 
in an attempt to secure a reversal of that upward trend? Let me 
go one step further: I am convinced that high prices are the key to 
our troubles today—to the recession which has succeeded sputnik as 
the major topic in the press. If the Government would take the 
lead in helping to bring prices down, I think you would do more 
toward ending the recession than we in Congress can do by passin 
special legislation. Lower prices may also insure our own fi 
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safety in the years ahead. But I do not find the Government doing 
anything of this sort. 

Would you comment on that? 

Secretary McEtroy. Well, this of course is a rte out of my 
league, Mr. Sikes, except as a member of the Cabinet. I do sit in on 
some of the meetings at which economic problems are discussed. 

Mr. Srxes. I directed the question to you because your Depart- 
ment is the Ct buyer in the Gov ernment, and in the Nation. 

Secretary McExroy. My belief is that the forces that are pushing 
at the price level are coming from a variety of factors within our 
economy. I do not, person: ally, have any lack of belief in the Ameri- 
can people being successful in finding a solution to any of our prob- 
lems, once they “understand them. The question that I would have 
is just to what extent the Government should go, and just what steps 
the Federal Government should take, and whether or not it should 
take any very strong hand in trying to dragoon people into doing 
something except as they are able, by our exposure of the problem, 
to make it seem to the great number of individuals involved in these 
decisions around the country that, let us say, a different kind of con- 
duct is in the national interest, and their own interest. 

Mr. Sixes. Has anyone given thought to genuine effort by the 
Government to encourage a cooperative approach between manage- 
ment and labor to seek a means to bring down prices ? 

Secretary McExroy. I am not familiar with any specific plan to 
approach both management and labor, or either one, for that matter. 

Mr. Sixes. Do you not think that would be preferable to letting 
price increases go on and on and on? There isa feeling on the part of 
many people that both man: igement and labor believe they can let their 
prices increase almost without. limit, particularly in cost-plus con- 
tracts and pass the bill on to the public. This constant upward trend 
in Government contracts certainly has a marked effect on commodity 
prices by bidding up personnel and material. 

Secretary McE troy. I used to be in industry and I never have seen 
any feeling on the part of the industry that I was a part of that prices 
could or should keep rising without restraint. I served with a couple 
of boards of directors of other companies, and I do not quite believe 
that goes on in well operated companies, Mr. Sikes, because I think 
most every corporate management knows that when you push up 
prices, you do contract your market to some degree. So far as Depart- 
ment of Defense procurement is concerned I am informed that two- 
thirds of the value of contracts awarded last year was in the form of 
fixed price contracts. 


GOVERN MENT EFFORTS TO LOWER PRICES 


Mr. Srxes. Your answer to my question, though, is that there has 
been no effort within the Government to achieve this reversal of the 
upward price trend and you know of nothing that is contemplated 

Secretary McErroy. I think there are lots of things going on to 
achieve a reversal of current economic conditions. 

Mr. Stxes. Could you specify some of them? 

Secretary McEtroy. Well, the kind of things that are going on in 
the President’s program—an acceleration of ‘the spending on roads 
and public works. 
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Mr. Srxes. That would not bring prices down. 
Secretary McEtroy. Oh, no; that is aimed at combating the reces- 
sion and not for bringing prices down. 

Mr. Srxes. You know of nothing that is being done in that field? 
TI am speaking to the reduction of price levels. 

Secretary McE roy. To the price level ? 

Mr. Stes. Yes, sir. 

Secretary McExtroy. No; I would say that I am not familiar with 
anything that is going on in that direction. 

Mr. Srxes. If you wish, I would like for you to add to your answers, 
if there is anything you feel should be included on this point. 

Secretary McExroy. All right. 
(No further statement was submitted.) 


DETERMINATION OF BUDGET LEVELS 


Mr. Sikes. Let me ask you if this decision to spend $41 billion or $42 
billion next year, and $39 billion this year, is something that is built 
from the ground up as the actual needs are developed, or is it built 
from the top down after the budget advisers have decided how much 
the economy can stand, or is it a combination of the two? 

Secretary McExrroy. This past year, when there was a $275 billion 
ceiling on the debt, that had a very important influence on the spending 
rate, Mr. Sikes, because we were really very close to that ceiling, and as 
a matter of law, that was it. So, there was a period there, which 
happened shortly after I came into office, when we were taking steps 
to control the expenditure of money in order not to exceed that 
ceiling. 

Now, since the action that has been taken by the Congress to relieve 
that pressure at least moderately, I think I can say to you that there 
is not a lack of consideration of the ability of the economy to support 
whatever the defense expenditure may be, but that is not the primary 


consideration in establishing what we should do from a national 
defense standpoint. 


DEVELOPMENT OF BUDGET ESTIMATES 


Mr. Sixes. Well, is there a disposition still within the service to 
split the defense pie as nearly equally as possible in order to keep 
everyone reasonably happy, even though you cannot fully provide 
for actual requests of any of the services ? 

Mr. McEtroy. You are asking the question as to how the pie is 
originally split up : among the three services? 

Mr. Sixes. That is right. 

Mr. McExroy. Again, I am just starting into that one for my first 
time, and the procedure that we plan to follow is to relate what is indi- 
cated as a probable overall availability for the initial budgeting to the 
individual services, based on what they will have in fiscal 1959, ad- 
justed by what knowledge we have of the dev elopmental things that 
are aroun my the corner that may influence the needs of that service 
higher or lower. My own belief is—and we have had quite a little 
disc ussion about this in connection with our consideration of reor gani- 
zation—that it is a better way to budget to have a figure set, and then 
ask the Department to set its program within that figure, and then let 
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the Department propose whatever it may regard as requiring urgent 
additional consideration, rather than simply to say “What are your 
requirements? When you ask for so-called requirements, you get 
up into a total which becomes clearly unrealistic. Then to com- 
press any such package down to re »asonable levels is very difficult. 
If you start from an unrealistic basis, you usually do not have time 
later to derive sound, well-balanced programs. So, just to finish 
my statement, we do plan and do consider how we will divide the 1960 
money for initial planning purposes in relationship to what has been 
the empirical experience in 1959, but we plan to adjust that with what 
we can see over the horizon. 

Having done that, we would provide the opportunity to the services, 
in addition to what is allowed under this kind of a limitation, to re- 
quest consideration of any very urgent programs which could not be 
included with the balanced program drawn up under the basic allow- 
ance. 

Mr. Suerparp. Thank you, Mr. Secretary. Off the record. 

(Discussion off the record.) 

Mr. Sueprarp. Mr. Mahon has just advised me a few moments ago 
that, in order that the committee—and, we hope, with your coopera- 
tion—and others recognize the newly developed artist that we have on 
our committee, there are to be some pictures taken at 1:45, and we 
would appreciate it if you would be present in order that our commit- 
tee can honor the Honorable Errett P. Scrivner, from the great State 
of Kansas, and that he might make a presentation. 

Secretary McExroy. I think that would be wonderful, and I would 
be greatly honored and, in that case, this portrait which I was going 
to take with me, I will leave here. 

Mr. Sueprarp. The committee will stand adjourned until 1:45 
o'clock this afternoon. 


REDUCTIONS IN STRENGTH OF THE ARMY, NATIONAL GUARD, AND RESERVES 


Mr. Manon. The committee will come to order. 

When the committee adjourned at noon, Mr. Sikes had the witness. 
Will you proceed, Mr. Sikes? 

Mr. Srxes. Mr. Secretary, there has been concern among a goodly 
number of those who are interested in the defense of the country about 
the propriety of weakening our conventional forces and at the same 
time coe our Reserve forces. I am speaking primarily of the 
Army, the National Guard, and the Organized Reserves. 

That fear is emphasized by the fact that, in ac tuality, we do not 
have a readiness for pushbutton warfare. We are only beginning to 
phase into new weapons of the atomic era. There has been a feeling 
that, in the desire to economize, we are taking an unnecessary risk, 
particularly in view of the fact that we may reach a st: alemate in 


a 


atomic or thermonuclear readiness and will leave a flank open by a 
lack of conventional strength. 

Would you please comment on how this decision to weaken or reduce 
the strength of the Army and, concurrently, to reduce the strength of 
the Reserves was arrived at, particularly in view of the fact that this 
apparently was done over the protests of the Department of the Army 
and the Secretary of the Army? 
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Secretary McExroy. As I indicated this morning, the basic de- 
cision concerning the size of the forces was made before I came to the 
scene, but I support the figures as they now exist. In the course of 
our consideration of the budget last fall, we did, as I believe the com- 
mittee knows, add back into the picture 20,000 troops for the Arm 
and 5,000 for the Marines. The total figure prior to that had been 

2,500,000, and the figure is now 2,525, 000, The belief of our Depart- 
ment 

Mr. Srxes. Let me interrupt you just one moment. There has been 
a time- honored concept—I think I am safe in using that phraseology— 
that if you weaken the Regular Army you ought to beef up the Re- 
serves. Here you are weakening both, and that is the point which 
disturbs m: any people. 

Secretary McEtroy. According to my military adviser, the Chair- 
man of the Joint Chiefs of Staff, that is not quite the current view, 
The Reserves need to be proportionate to the size of the Regular forces, 
so they can fit in as backup to the forces, whatever size they may be. 

Mr. Sixes. That does not happen to be an Army recommendation, 
does it ? 

Secretary McExroy. As it happens, the Chairman is not an Army 
man. 

The real question here, in my opinion, Mr, Sikes, is just what likeli- 
hood there is of having any substantial size limited war without its 
becoming a general war. We have as first rate limited-war fighting 
force as there is anywhere in the world, in the United States Marines. 
We have, in addition to that, ready forces in the Army who have 
comparable readiness. 

The question we have been asking ourselves is where you are to go 
to have need for the size forces that would be in excess of what we do 
have for limited war without getting into a situation which would 
call for the use of the nuclear deterrent. We just do not find it. We 
consider that the size forces we have is adequate. 

I know that the Army raises a question about that. This is a mat- 
ter which probably will be discussed for quite a long time to come, 
because, as we go further and further with nuclear tactical weapons, 
which is proceeding, the size of the forces which will be needed will 
continue to be less and less. 





LIMITED WAR 


Mr. Srxes. Then is this the question ? Regardless of the recom- 
mendations of the Army and of its Secretary, “it is your belief, based 
on recommendations of all of the services, that there is less and less 
likelihood of limited war; therefore, you can safely reduce the size 
of the Army and of the Reserve components and use that money for 
greater re eadiness in other fields? Havel stated it for you? 

Secretary McExroy. I want to state it a little differently : Less and 
less likelihood of limited wars that would demand sizable forces. I 
do not say that you may not have limited war, because in countries 
which are quite primitive in their capability, you may have some 
limited conflict. But you certainly do not need massive size conven- 
tional forces. When you say “conventional,” I presume you mean 
ground forces. 

Mr. Stxes. Yes. In order to save time, if you want to add to that 
for the record, I wish you would. 
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Secretary McExroy. All right. 
(No further statement was submitted.) 


RESTRICTIONS ON STATEMENTS ON REORGANIZATION BY MILITARY 
PERSON NEL 


Mr. Srxes. Let me ask this final question, and then I shall pass the 
witness. 

I am receiving mail and a number of telegrams from my district 
about statements attributed to you regarding the reorganization. 
That is not actually before this committee. Although you touched 
on it quite at length in your statement, I am sure that was to acquaint 
us with the thinking of the Department rather than to bring this 
committee into it. 

There has been reported in the press a statement indicating that 
you have placed a censorship on military personnel insofar as their 
testimony against the administration’s reorganization bill is con- 
cerned. Whether or not you did that, I do not know. That is the 
sense that some people have in this country. Is that true? 

Secretary McEtroy. No. The position is this, Mr. Sikes: I have 
said that I do not feel that there is any justification for a member of 
the armed services seeking a platform from which to make public 
speeches against the reorganization plan of the President, who is not 
only President but also Commander in Chief of the forces. I have 
also said if these men are called before congressional committees, they 
are of course expected to speak honestly, truthfully, and frankly from 
their experience as to what their views are about these proposals. 

I have been asked if there is to be any retaliation or reprisal for 
such testimony if it happens to be in conflict with what is recom- 
mended, and I have stated that there is no expectation of retaliation 
or reprisal if a man does speak honestly and frankly and freely from 
his own experience. 

I have finally said that, in my judgment, the measure of the man in 
uniform is how he conducts himself under the legislation after it is 


passed, which I think is a fairly acceptable position. 
Mr. Stxes. Mr. Riley. 


REDUCTION IN STRENGTH OF THE ARMY 


Mr. Ritey. Mr. Secretary, I am just back from severai weeks of 
visiting in my district gathering information from many of my con- 
stituents, from what is commonly known as the grassroots. I find 
that my people are disturbed over further cuts in the Armed Forces 
before these new and modern scientific weapons, which you have 
mentioned, are ready for use. Most of them think that the more 
advertised ones are probably some years away from operational usage. 

A lot of the people with whom I have talked are veterans. We 
have many veterans in my State. I think perhaps my State in pro- 
portion to population has earned more Medals of Honor than any 
other State. We have World War I, World War II, Korean war, 
and even some Spanish-American veterans. They are deeply dis- 
turbed over the cutting of the forces at this time, both the Reserves 
and the ground forces in the Marines and the Army. 
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That is no reflection on the other services, because we have large 
numbers of our citizens serving in the Navy and Air Force, and we 
are very proud of the part that our people are playing in both of 
these services. 

My people do not think that this is the time to make proposed re- 
ductions in military personnel in view of the confused situation in 
the world. I personally am of the opinion that if you pull the Army 
out of Western Europe, you are going to create many disturbing 
problems, because when a policeman walks up and down his beat, if 
a fellow has in mind any mischief he is not going to attempt it right 
at that time. The American soldier walking up and down in Western 
Europe, to my mind, is the symbol of the support of the greatest 
nation in the world, the American Nation. It builds up the morale 
of our allies. They feel that they can rely on America. They know 
if any outbreak occurs, we will at least defend our people and, of 
course, incidentally defend them. 

That is the psychology as I see it. 

Secretary McExroy. We are not trying to pull troops out—— 

Mr. Ritey. We have had some testimony that you would have to 
pull some of them out. 

Secretary McExroy. The reason for putting the additional 20,000 
spaces back in the Army was in order that they could maintain their 
major forces in NATO. This is as important to us as it seems to be 
to you, Mr. Riley. 

As for the general subject of reduction, there is never a good time, 
really, in the minds of the strong partisans of the individual services, to 
make reductions. Yet I think inevitably, as I suggested this morning, 
as these weapons become more and more complex, more and more 
capable, there will be need for fewer and fewer individual bodies. I 
think if that. turns out to be true, it will be in the national. interest, 
because those people are needed for other tasks in this country. We 
have no excess availability of people at the present time. 

Only about 6 or 8 months ago we were all wondering where we 
could find more people to do the job that needed to be done to give 
us the increased production that the country required. 

My belief—and I know this belief is held by the administration 
generally—is that we have adequate forces to meet the needs of the 
commitments that we have around the world. I do not think any- 
body would say that we would not. be glad to have additional forces 
if there were not other things which we have to consider along with 
that. 

This is a subject which will receive consideration, in my judgment, 
for a long period ahead of us. I think the decision which has been 
taken is a satisfactory decision. I do.not expect that it would be 
approved by our own Army forces, and I do not expect that it would 
be approved by the Army alumni on the outside. 


EFFECT OF INCREASED FIREPOWER ON PERSONNEL REQUIREMENTS 


Mr. Ritey. A lot of the people that I have talked to cannot be 
considered strictly as Army alumni because a lot of them went in as 
citizen soldiers. The history of this country has been that every time 
we have let down our defense forces we have gotten into trouble, Mr. 
Secretary. 











381 


Secretary McoExroy. Mr. Riley, | would be in accord with that, 
but we are not letting down our defense forces simply because we 
reduce the number of personnel by 75,000, which is what is taking 
place this year. When you take into consideration, Mr. Riley—you 
have heard this quotation as often as I have—that one of our bombers 
today can carry a destructive power equivalent to that carried by all 
of the bombers which flew in World War LI, it gives some point to 
the thing | am talking about here. 

Moreover , the equipment that we are supplying now and will sup- 
ply in greater quantities to our ground forces will be small nuclear 
weapons equipment for those ground fighting forces. We just do 
not require as many people to handle that kind of destructive power 
as we did to handle the former kind of explosive materials. We can 
contain an enemy with fewer personnel. IL think we must find ways 
by which we can do this job as efficiently as possible, and one of the 

ways we do it is by reducing the forces where we can and still main- 
tain our strength. 


THREAT OF LIMITED WAR 


Mr. Ritey. I will agree with that to a certain extent. I know there 
are two sides to this question. But you have cut the ground forces 
in the last 4 or 5 years by half a million men, and that is pretty fast, 
and pretty deep. As far as I am concerned, I do not think there is 
any replacement for the men themselves. 

Secretary McE roy. I do not either, Mr. Riley. 

Mr. Ritey. You can bomb enemy country, and that entails a big 
war, but most things start little. 

Secretary McExroy. 1 do not know whether you think a war with 
Russia would start little, but I don’t think anybody else does, Mr. 
Riley. 

Mr. Ritey. I do not know that Russia will start it. I think maybe 
they will encourage somebody else to start it, if it comes, and then 
they will step in. If you can nip a thing in the bud before it gets 
started it is easier to handle—you remember a stitch in time saves 
nine. 

NATO FORCES 


Secretary McEx.roy. Mr. Riley, that is the entire theory under 
which we have the NATO forces over there, which I think you aptly 
described as being the equivalent of a policeman w: alking the beat. 
We are over there. I happened to be in Paris a few weeks ago and 
heard General Norstad describe very articulately, as you hav e, the 
thought of the NATO forces, which would apply to ground forces 
any where, that if you have either a deliberate or thoughtless kind 
of encour agement from an enemy who is just testing you ‘out but who 
nevertheless i is making a move against you, and you do not have the 
forces to counter him at that point, he then takes over some of your 
territory and it becomes a matter then of getting him out of there. If 
you have to get him out, it becomes a real matter of calling on all of 
the force you ‘need to get him out. 

Mr. Ritey. You are injuring your friends at the same time you are 
injuring the enemy when he is in friendly territory. If you can keep 
him in his place, you have accomplished a lot more than by going 
back and trying to pry him out after he gets in your territory. 
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Secretary McExroy. That is a NATO philosophy. The NATO 
sword is the retaliatory force. If you are unsuccessful in being able 
to contain an aggressive action with your ground forces, then you have 
the power to bring up to meet whatever he may want to bring in at that 
same point. I do not think there is any difference on our part from 
the Army except in judging the relative size force that is required. 
I think everybody must realize that we do not rely solely on our own 
forces around the world to do this; that we rely to a very considerable 
extent upon our allies, and we have to. We could not possibly do the 
job ourselves. 

We have a great many more ground forces around the world under 
the command of our allies than we have on our own counting every- 
thing we have. 

(Off the record. ) 


REPLACEMENT OF MEN WITH NEW WEAPONS 


Mr. Ritey. I think it is a mistake to cut the ground forces until 
you have proven replacements. 

Secretary McEtroy. When you say proven replacements—— 

Mr. Rizey. I am talking about the modern scientific weapons that 
you are talking about. They are all in an experimental stage to a 
certain extent. 

Secretary McExroy. If you are talking tactical missiles, our tacti- 
cal missiles are operative now. 

Mr. Ritry. Some of them. 

Secretary McExtroy. Yes, some of them, that is right. 

Mr. Ritey. Not too many. 

Secretary McExtroy. The HONEST JOHN, the CORPORAL. 

Mr. Ritey. All of them are complicated and hard to handle. 

Secretary McEnroy. Moderately, but those are not terribly hard 
to handle. The REDSTONE is pretty hard to handle. 

Mr. Riney. These big ones that you are talking about are pretty 
hard to handle. 

Secretary McEtroy. The big ones. I would agree with you if you 
are speaking of the long-range ballistic missiles, but we are not rely- 
ing on those for the increase in tactical capabilities we have been 
talking about. 

Mr. Ritxy. Who is going to use these short-range missiles? 

Secretary McEnroy. The Army. 

Mr. Rirey. All right, you have to have people in the Army to 
use them. 


Secretary McEtroy. You cannot say that 870,000 people is nobod, , 


Mr. Riley. It is not as many as 900,000. It is not as many as 925,000. 
The question is how many you need. If somebody would suggest 
that you have 3 or 4 brush-fire wars to put out at the same time around 
the world, you might have difficulty in spreading yourself out to cover 
it. But this judgment has to be taken and it was taken by the Prest- 
dent and by my predecessor, and I think as far as I am concerned I 
support it. 
PUBLIC DESIRE FOR ADEQUATE FORCES 


Mr. River. Mr. Secretary, I do not mean to get into an argument 
with you. If I have been argumentative, I did not intend to be. 


' 
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When you touch a man’s pocketbook, when one has to pay the bill; 
and they tell me in my district (which comprises more than one- fifth 
of all the population of the State of South Carolina), that they are 
willing to pay for these additional people, paying for them in ‘high 
taxes, ‘that is a pretty good indication that that is what they want. 
I have found from time to time that the American public is a little 
bit ahead of Washington. 

That is no reflection on you. 

Secretary McExroy. I understand, Mr. Riley. I know these things 
do not get personal with you. I have a good deal of respect for the 
great American people, too, but I do not believe that the great Ameri- 

can people have the knowledge to understand what is required mili- 
tarily. 

Mr. Ritzer. When a fellow has spent 3 or 4 years in service facing 
enemy fire, I think he has had some pretty good experience. It has 
not been too long since many of these folks have been through just 
that. 

Secretary McExroy. I think those men have a good deal of knowl- 
edge about what war is, but as far as planning for what is required 
for our global commitments, I think it is a great deal different from 
serving in the fighting forces. 

Mr. Riuey. Mr. Secretary, the American public is better informed 
today than at any other time in history. They turn the radio on at 
breakfast and turn the TV on at supper. 

Secretary McEtroy. Do you think that is a way of becoming in- 
formed about our global commitments and capabilities ? 

Mr. Ritey. They know what you are thinking, and they know what 
their experience has been, and many of them have been back over there 
and seen what is going on today. Lots of people from my district have 
traveled abroad, and when they come back, they report that they are 
not satisfied with some of the things which they see. 

Secretary McExroy. Neither am I. 

Mr. Ritny. They are not satisfied with some of the policies which 
are going on right here. 

Secretary McErroy. Neither am I. 


EXPENDITURE OF APPROPRIATED FUNDS 


Mr. Ritey. I have just one other question. If Congress feels that 
the policy you have adopted is not adequate to defend this country and 
puts additional money in the appropriation, will you use it? 

That is a straight question. 

Secretary Mc Exroy. I will say that is a straight question. 

Mr. Fioop. That was may first question. 

Mr. Ritey. I am speaking for my constituents, Mr. Secretary. 1 
am not speaking for John Riley. 

Secretary McEtroy. This is one I have not personally run into 
before. I have asked the question because the question has been 
asked by me by Member of Congress. I am told that you cannot 
spend any more money than you get, but that you do not have to spend 
the money which is appropr ‘jated. That is my understanding. 

Mr. Ritey. I am not wedded to that philosophy. 
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Secretary McExroy. I am talking legalistically. 

Mr. Rizey. I think that some of the bureaus have gone too far in 
not carrying out the will of Congress. I do not think some of these 
people—I am not talking about your staff; I am talking about some 
others—can sit behind a desk and tell you or the military people or 
the American citizen how his Government should be run. 

Secretary McExroy. I think I would have to say to you, Mr. Riley, 
that this would be determined on the rights of the respective parts of 
Government. This is the legislative part. ‘The part of which I am 
a member is the executive part of Government. If we are obliged to 
do what is legislated, regardless of our judgment in the matter, then 
I am sure we would do it. If we are not, then I think we would ex- 
ercise our judgment and executive responsibilities, whatever they 
might be. 

Mr. Ritry. I come back to the premise that the people I have talked 
to are willing to carry the burden of taxes in order to have an ade- 
quate defense. They would rather cut out something else in order to 
maintain a reasonable defense force. If you are not going to have an 
adequate defense, then you are not going to be too keen about keeping 
up these taxes. That isa straight statement. 

Secretary McEtroy. That is all right. I think our job, then, Mr. 
Riley, is to explain to your constituents and to the whole country that 
the kind of defense they are buying is a sound defense, so they can 
have that degree of confidence. 


MODERNIZATION OF WEAPONS INVENTORY 


Mr. Ritey. I am not so sure, Mr. Secretary, that that is it. I said 
in this committee once before that the kindest thing that I can say 
about this program which you have described is that it is premature. 

Secretary McExroy. You are talking about the reduction in 
personnel ? 

Mr. Rizey. Yes, sir; before you have these new weapons ready and 
before you have adequately trained people to handle these compli- 

‘ated scientific weapons which you hope to have, many of which are 
not even operational. 

Secretary McExroy. You see, we are not relying on these new 
tactical weapons to give us our retaliatory power. 

Mr. Ritey. If you are not relying on the new weapons, then you 
have not enough people. You have 500,000 less than you had a few 
years ago. 

Secretary McEtroy. We have much more powerful weapons than 
we had 5 or 10 years ago. 

Mr. Ritey. You have a lot of the same weapons, too. 

Secretary McEtroy. We have very few of the same weapons, Mr. 
Riley, very few. In fact, if we have many of the weapons that we had 
10 years ago, then we have done a mighty poor job of development. 
We should not have a m: jor weapon in our arsenal today that we had 
10 years ago. 

Mr. Riney. I think you will find some in there. 

Secretary McEtroy. I think we have, too, but 

Mr. Ritey. You havea lot of them. I will admit that you have im- 
proved your planes and their operation tremendously. 

Secretary McExroy. Our ships. 
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Mr. Ritey. That is fine. 

Secretary McE roy. Our equipment for our ground forces. We 
have hundreds of millions of dollars in this appropriation and we 
have had, I am told, in previous years, for the purpose of improving 
our personnel carriers, our communications equipment, and similar 
items to modernize the ground forces. I know about what we have in 
our present budget—such things as a pilotless drone for detection. 

Mr. Ritey. That isstill Air Force. 

Secretary McE roy. No, it isn’t. Itis an Army surveillance system 
for spotting targets. 

PUBLIC OPINION 


Mr. Rizey. Mr. Secretary, I hope you will take into consideration 
the fact that I am giving you the opinion of thinking people who have 
been through the mill and who have suffered and are suffering to keep 
up this defense system. 

Secretary McExroy. By the fact that I have not agreed with every- 
thing you have said, Mr. Riley, I do not want to give the impression 
that I am not paying attention to what you have said, because I do 
know the part of the country you come from, as you well know, and I 
respect the people there. I respect the people wherever I have been, 
but I certainly know those people and I know they are good. 

Mr. Ritey. They are making sacrifices and are willing to make still 
other sacrifices so we will not make a mistake in our defense program. 

Thank you, Mr. Chairman. 

Mr. Manon. Mr. Flood. 


COMMENDATION OF SECRETARY M’ELROY 


Mr. Fioop. You are an extraordinary fellow. I have listened to 
my distinguished colleagues work you over for about 3 hours. They 
haven’t put a glove on you. They never put a glove on you in the 
last 3 hours, and they are not amateurs. 

Secretary McE.roy. Maybe they were not trying, Mr. Flood. 

Mr. Fioop. Oh, they were trying. Never mistake that. They tried. 
Itisamazing. Youarean amazing fellow. 

Unlike my soft-spoken and charming friend from South Carolina, 
I mean to be argumentative. Make no mistake about it. 


EXPENDITURE OF APPROPRIATED FUNDS 


One of the bad problems here, among the other things you inherited, 
is the first question I was going to ask you, the last one my friend 
asked: If and when you get X dollars, will.you spend them? What 
will you do with them and what percentage won’t you spend, and 
when will you make up your mind? You have answered most of that. 
When Congress gave birth to an appropriation bill in an act of Con- 
gress and it was signed by the President, as a good American my 
guess is you were astounded when the boys in the Pentagon told you, 
“That is not the law.” 

Whether or not that is the law juridically, I question, and there is 
a rapidly developing school of juridical thought here supporting 
my position. Many of us are going into it from the legal point of 
view at some great length. We are preparing to attack. That has 
nothing to do with your reorganization bill, you understand. 
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Secretary McExroy. I understand. 

Mr. Fioop. There is no doubt that Congress is partly at fault. We 
have the right to make law. If this situation needs law, then that is 
our problem. There is, however, no doubt in the minds of some of us, 
Mr. Secretary, that the rigid adherence to the letter of the law as it 
probably technically exists has been prostituted and abused and 
tortured and rigidly construed so as not to adhere to the clear intent 
ofthe Congress; rather, to avoid and frustrate it. 

That is the current opinion of an increasingly large and important 
segment of the Congress. 

[ say that to you because your tower is high, while not ivory, and 
all of these things do not get through. I want to assure you that that 
is an increasingly important state of mind on the so-called Hill. That 
for what it is worth. 

Secretary McExroy. I would hope, Mr. Flood, that the kind of 
situation we are talking about would not need to come up between 
us. What I would hope would be that there would be a sufficient 
rightness in the proposals that we would make and sufficient under- 
standing generated for them that we might have the same points of 
view in these matters. 

BUREAU OF THE BUDGET 


Mr. Froop. That is one of your classical and most admirable state- 
ments. You have made 100 of them since 10 o’clock. I do not agree 
with you. That is not the fact. That is not going to happen. I do 
want to disabuse you of that idea. That isnotso. There is diametric 
opposition, and there is a planned and deliberate point of view—not 
illegal, but that is it. It is a “Papa knows best” concept. In the 
Bureau of the Budget it is rampant, so much so that even members of 
this subcommittee, who at this point shall remain nameless, have in- 
troduced legislation in the nature of a ripper bill to bring this thing 
toa head. We think we have created a legislative Frankenstein. It 
has many of the built-in evils that Government bureaus develop over 
a period of years, and now calls for amputation, or at least reexamina- 
tion, probably by statute. Wedonot know. But I want you to know 
this unfortunate development of the last very few years, which is de- 
veloping fast. 

Secretary McEtroy. If the reports which have been given to me 
are correct, I do not think this is something which has developed only 
in the last few years. In fact, I believe it is true that the Chief 
Executive of the last administration, prior to that which is now 
serving, made a decision on a military matter which was something of 
the same order as we are now discussing. 

Mr. Froop. This is not peculiar to any administration or anybody. 
I am speaking about a set of facts which have now generated and come 
to a head over a period of years. It takes time for this cancer to be 
diagnosed, but now you can smell it. Sometimes a cancer gets so bad 
it becomes odoriferous and is not hidden. This is one. 


CONGRESSIONAL CONCERN FOR DEFENSE 
One of my chief worries, I think, is of sufficient importance to be 


considered at a high level of defense policy. I am annoyed by what 
I think are obviously planted stories right before the President’s re- 
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organization bill and every day since, that certain elements in Con- 
ress have favorites, that there are proponents of and favorites of the 
rmy and favorites of the Navy or Air Force, and Congressmen and 
Senators are partisans of that service only. 

Well, that is a result of a number of things. When my friend from 
South Carolina speaks in behalf of the Army, he does not do that as a 
partisan of the Army as against the Air Force and the Navy or the 
national defense. He is seriously concerned. His integrity is deep 
and he feels as deeply as I do that there is a problem there. We are 
not manning the barricades for khaki or olive green as against anything 
else, but we are deeply concerned and worried that you have made a 
mistake. I join him in what he said. 


AIRLIFT FOR GROUND TROOPS 


I am unhappy about airlift. We have had 50 hearings on airlift, 
from Secretaries of Defense down to the elevator operators—joint, 
several, all kinds. Some of us insist and persit that, as of today, 
Mr. Secretary, the Department of Defense, despite the Joint Chiefs 
of Staff and everybody else, does not have a fit and proper and ade- 
quate airlift for ground troops into two theaters of operation at the 
same time for a minimum of divisions; that it does not, as a fact, 
exist. The Army believes that, and says so. The Rockefeller report 
says so. The Bureau of the Budget, in its omnipotence, has not yet 
advised us what it thinks. You have been here only 6 months. Have 
yourun intothisone? This is bad. 

Secretary McExroy. Yes; I have run into this. 

Mr. Froop. What do you think? Are you just going to tell me 
the Joint Chiefs of Staff advise you and that is that ? 

Secretary McExroy. That is one of the things I am going to tell 
you. 

Mr. Fioop. All right. 

Secretary McEnroy. Because they do. Of course, it is essential 
that the civilian Secretary of Defense get professional military ad- 
vice from some place, and the place which has been provided is the 
Joint Chiefs. 

Mr. Fioop. Yes. 

Secretary McEtroy. The only thing I might say to you which 
might be a little bit different with respect to the Joint Chiefs from 
what you have more recently been told is that this subject has again 
been submitted to the Joint Chiefs for new consideration, and I would 
suppose that, sometime within the next 60 days, we should have an- 
other review of the airlift potentiality in rel: tionship to the require- 
ments. I think of a couple of facts I would like to give to you which, 
Tam sure, you have been given before. 


RUSSIAN AIRLIFT REQUIREMENTS 


We in the United States forces have a considerably larger airlift 
capability now than our opponent or than any other combination of 
countries on the globe. 

Mr. Fioop. That is no analogy. Our opponent does not have that 
problem. But go ahead. That is not the answer. Go ahead. 

Secretary McExnoy. I think it is a valid point that, compared to 
our requirments, he does not have a comparable requirement. 
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Mr. Fuioop. That is right. 

Secretary McExroy. Unless he is going to move out against our 
shores. 

Mr. Fuoop. He “ain’t.” 

Secretary McExroy. If he were going to do that, then he would 
have to have a great deal more airlift than he now has. 


LACK OF AIRFIELDS TO WHICH TROOPS COULD BE FLOWN 


The other factor which I think is worth consideration is that the 
Joint Chiefs do give consideration to this question in relationship to 
the kind of spot at which they might have to — a limited war. The 
fact is that you would not have more than, perhaps, one field in which 
you would put down heavy equipment of the kind we have without its 
breaking up after 4 or 5 planes were down. 

Mr. Froop. That is one of the questions. That is one of the prob- 
lems. I know that. 

Secretary McExroy. We cannot put landing fields all over the 
world. 

Mr. Fioop. Of course not. That is one of the important questions; 
I know that. 

Secretary McExroy. Let me finish the point. I do not know what 
your point: is yet. But my point is that this consideration of the need 
for airlift is not only in relation to the moving of divisions, but it is 
also in relation to the kind of place where we might have to fight this 
kind of war, and our ability to use airlift in such a spot. 

Mr. Froop. Mr. Secretary, I hope that you are better briefed on 
the problems of the airlift. This committee is obviously informed, 
and I think you understand why—we nave spent more time on it. 
Your information is obsolete. It was 2 or 3 years ago that we dis- 
cussed that part of it. 

Secretary McEtroy. No; my information is not obsolete. I am 
kept up to date on this problem by the Joint Chiefs of Staff. 

Mr. Froop. Today I am talking about the configuration of aircraft 
to meet the problem that you aret talking about. 

The presenation made by you and the Air Force on airlift is much 
different this year than it has been. Those problems you are talk- 
ing about are passé. We have eliminated those. I want to know 
what are you doing to give me an airlift in view of all the problems 
that you set forth. I know the problems. It is the answer. Where 
is the airlift, in the face of all this? 


PRESENT AIRLIFT CAPABILITIES 


Secretary McEtroy. The airlift is what we have. 

Mr. Fioop. Not adequate. 

Secretary McExroy. I do not say so at all. It is a very good 
airlift. 

Mr. FLoop. Where are you going to use it ? 

Secretary McExroy. In connection with any kind of an airlift. 

Mr. Fioop. You just told me you could not. 

Secretary McExroy. There are places where we would be operat- 
ing in the event of limited wars where we think there would be a 
very limited usability. 
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Mr. Fioop. Your limited warfare would be very limited, vis-a-vis 
airlift. 

Secretary McEtroy. The use of airlift for limited war in the areas 
in which we think limited war would be possible would be small until 
you get to what would be a fairly advanced kind of country where 
you have airfields that can take larger aircraft. 

Mr. Fioop. You are not going to have limited war in Western 
Europe. Your NATO components are not going to be confronted 
with limited war. 

Secretary McEtroy. That is also our view. 

Mr. Fioop. You are not going to have limited war in 1 place 
at 1 time, not if I were starting your war. I would give you a nice 
one 1,000 miles apart of about the same degree and the same hour 
of thesame day. That is the way it will be. 


THREAT OF LIMITED WAR 


That jumps me to the next question: I am interested in the Army 
and the Marines and the things Mr. Riley is interested in, not for 
tomorrow, not for today, but 4 years from today, for this reason. 
I am convinced, after listening to testimony for years here, and I 
have now reached the private conclusion that there will be no general 
conflagration or war between these giants with their all-out nuclear 
attacks for the next 4 years at which point there never will be one 
for obvious reasons, but I am just as convinced at that time, when 
saturation is reached on both sides, then there will be limited war. 
Then you will not have the divisions and then you will not have the 
airlift, and that would be unpleasant. 

I am looking at the middle and late 1960’s when all of these big 
things have been accomplished. I am worried about time. Time is 
my big problem in this Army and airlift and limited war. 

Secretary McE troy. Let me tell you what I think had better hap- 
pen. We better never let anyone get the mistaken idea that we are 
not going to use our big weapons if they are needed. 

Mr. Foon. Of course. 

Secretary McExroy. The free peoples are a minority group in the 
world, and unless we have serious resolution to use, if need be, the big 
stuff in order to deter aggression or to protect the free world, you are 
going to get into a limited war. If you get into a limited war and 
are outnumbered to the extent you are in bodies, you have very little 
opportunity to win that kind of war unless you have 1 or 2 things, 
either the clear resolution to use your big stuff if you need to, or have 
the technical weapons which will neutralize the ability of the other 
side to put up more bodies against you. They are bigger in numbers. 

Mr. Froop. The free people of the world are in a minority ? 

Secretary McEtroy. There is no question about that. 

Mr. Froop. Of the world? 

Secretary McEtroy. Yes. 

Mr. Fioop. Just so you know. 

Secretary McEtroy. Do you not know? 

Mr. Froop. I know, but I never heard that from your side of the 
table before. 

Secretary McExroy. I have no hesitation in saying it. I am going 
to make a public speech about it. 
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Mr. Fioop. I hope you do. 

Secretary McExroy. I think it is an inevitable thing. 

Mr. Froop. That will be most important, coming from you. 

Secretary McExtroy. So long as. you have both “China and Russia 
who are composed of nonfree people you are going to be outnumbered. 

Mr. Fioop. Some of my friends interpret that point of view and 
that state of mind as fear. Quite the contrary. I am reciting the 
facts. This is no editorial. I agree with you on that point. 

Secretary McEtroy. To be sure the record is right, for the purpose 
of this balancing, we are taking out of the calculation the uncom- 
mitted peoples. 

Mr. Fioop. That is an interesting operation. You have a right to 
provide your own facts, I guess. I was not doing that. 

Secretary McEtroy. Where do you want to put them ? 

Mr. Froop. The neutral people? 

Secretary McExroy. Yes. 

Mr. Fioop. Anybody not with me is against me. 

Secretary McExroy. Then all the more you have the strong balance 
against you. 

Mr. Fioop. Anybody not with me must be against me. I happen 
to know. There is no margin for error in the Department of Defense. 
You have to know. I cannot gamble, neither can you where some 
neutral nation is. 

Secretary McE troy. We do not write off the neutral nations. 

Mr. Fioop. I do not write them off, but I do not write them in. 

Secretary McEtroy. We do not count on them as allies, but neither 
do we count on them as enemies. 

Mr. Manon. Mr. Scrivner. 


EXPENDITURE OF APPROPRIATED FUNDS 


Mr. Scrivner. I have listened with a great deal of interest to Pro- 
fessor Flood’s holding forth. 

I would go a little further than you did when I talk about the use 
of funds. I will be more blunt and say that President Truman set 
a precedent, if a precedent is necessary, for the very thing that you 
mentioned; namely, there is a certain responsibility upon ‘the execu- 
tive branch to exercise some judgment and not spend money merely 
because Congress might have appropriated it. I can recall President 
Truman froze the funds that Congress provided for a 70-group Air 
Force. I can go back further than that and remember when he froze 
the $179 million of research and development funds. I recall very 
distinctly General LeMay said it set the Air Force research and 
development program back 18 months which would never be re- 
covered. So don’t worry too much about it. It is a part of the 
President’s job, to exercise that judgment. 


INCREASED FIREPOWER 


I can also recall sometime ago General Ridgway was in before this 
committee and was discussing the new we: ipons, telling how they had 
increased the firepower of an infantry division. I ¢ annot recall the 
exact percentage he gave us, about double, I believe, but in his state- 
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ment he said when these divisions were given atomic weapons—and 
they now have them—it would increase their firepower a thousand- 
fold, which bears out your statement about the progress we have made 
not only with such weapons, one of which you did not mention, the 
MATADOR, but also in communications and transportation. 

Secretary McEtroy. Matador is the Air Force. 

Mr. Scrivner. They are all defense weapons to me. 

Secretary McExroy. You are quite right. 

Mr. ScrtvNer. Whether of the Air Force or the Army. I do not 
put any brand on them. 

Secretary McExroy. I agree with you. 

Mr. Scrivner. They are defense weapons, and they can do a job, 
whether it is a man in blue uniform or green uniform that handles 
them. 

So with that increase of one thousandfold aboard, unless we have 
wasted a terrific amount of money, there is some reason and some 
sound judgment in making adjustments downward in the physical 
bodies we have in our military services. 


FISCAL FLEXIBILITY 


Now back to your statement. One of the things that has not met a 
very hearty response in the President’s program is the suggestion of 
greater flexibility and transferability of funds, and perhaps one rea- 
son it did not meet a hearty rec eption is that one of the duties Con- 
gress has is to provide for and maintain the armed services. That is 
our job and we cannot shed that responsibility. It is ours. We will 
live up to it and we will keep it. The further point is that there has 
been a great deal of flexibility. Perhaps some of the President’s ad- 
visers might not have been as acutely aware of the situation as they 
possibly should have been. If my rough calculation is correct, even in 
recent months during the past year there has been transfer ‘ability and 
flexibility in reprograming in the neighborhood of $6 billion. That 
is a rather considerable amount of flexibility. It is there. I cannot 
go far beyond that myself. 


LONG LEAD TIME ITEMS FOR CARRIER 


Now we come to the question : asked by Mr. Sheppard about the $: 
million advance funding of a carrier. Now, there has been a rc of 
division of opinion as to the value of a carrier as compared to other 
weapons, and while there is no request for a carrier in the 1959 budget, 
we are given to understand there will be in 1960 and that you are ask- 
ing for some $35 million to buy some long lead time. That is a new 
departure so far as I can remember. That is the first bite. It is the 
gradual approach. There are some reservations there. 

With regard to the carrier, I suggested last year and I still feel the 
same way, we should have a showdown before the committee. We 
should bring in the Navy experts and the Air Force experts and sit 
them down together across the table from us, and talk this thing 
over. If what the Air Force tell us is true, if they can do what they 
say they can if this were a Russian carrier, then some of the things 
that the Navy tells us about are untrue and the carrier is not as in- 
vulnerable and invincible and indestructible as they claim it is. So 
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until that is done I just cannot get enthused about another super- 
carrier. 

Secretary McEtroy. Even though that is said, and even if cor rectly 
said, by the Air Force, the carrier is one of the important weapons in 
the war arsenal of this country. It has been used just as you 
observed the Sixth Fleet use it. 

Mr. Scrivner. I observed it. Then you go into another phase of 
the numbers required and all that and then we get into another rat 
race. 

Secretary McEtroy. That is pretty expensive, there is no question 
about that. 

Mr. Scrivner. There are two sides to the question. 

Secretary McExroy. That is right. 

Mr. Scrivner. I would like to hear the two sides in the same room 
at the same time. 


IMPORTANCE OF ECONOMIC STABILITY 


You did make a point that you might well stress a little more. We 
have been told in no uncertain terms the Communists anticipate that 
this Nation will spend itself into bankruptcy. Therefore part of the 
job you have and the President has is to be sure we are maintaining 
our fiscal condition and keeping it sound. Perhaps that would be a 
little more apparent if we were not quite so glib in some of the phrases 
about communism versus democracy. It is not that at all, it is com- 
munism versus capitalism, and this is a capitalistic Republic. 

In this morning’s Baltimore Sun there is a very interesting story 
on the front page . which points up some of these things, and it might 
be considered by the Department of Defense if they have not read it. 
It says: 

Pravda, the mouthpiece of the Soviet Government, called on all Communist 
Parties everywhere today to make the most of the capitalist recession. 

They pointed out this was the time to strike and they were causing a 
lot of strikes throughout the world and they had to purge the party 
of the liberals and revisionists who would ‘ ‘abandon revolution as 
a means of converting the whole world to communism. 

That apparently 1s their present day doctrine. Then they point 
out, “It puts the world total of Communists now at 33 million.” 

They make the further point that there is an eighty-two-fold in- 
crease in numbers over 52 years ago when the Bolsheviks won the 
revolution in Russia. 

This points out as much as ever they still insist the loyal Commu- 
nists will maintain the principles of Marx and Lenin, and that points 
up some of the statements that Khrushchev has made. Those points 
related in part to whipping us economically, not necessarily militarily. 
Khrushchev knows and appreciates the power that we have. 


REORGANIZATION OF DEPARTMENT OF DEFENSE 


Now, as Mr. Mahon said, it is not up to us to usurp the preroga- 
tives of the Armed Services Committee. While it is interesting to 
have your statement about what the proposals are, it is not in our 
province to write that legislation. Right today I do not think any- 
body can predict what legislation will be presented to the House of 
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Representatives if and when the legislation is ever completed, which 
may be a long time if the new Vinson rule continues of giving every 
member of that committee 15 minutes of questioning just as we have 
here. Even though the time passes fast for us, if you multiply the 
time many fold it takes a long time. 

I have said before, and I make no bones about it, I would have gone 
further than the President’s offer. I would have completely divorced 
each of the Joint Chiefs of Staff from their military department and 
they would never again return to their military branch of the serv- 
ice. I would not ask a vice chief of staff to run the Army for the 
Chief of Staff. I would divorce them completely and give the head 
of the Army that responsibility. Then he is the boss of the Army 
or the same is true of the Navy and Air Force. I would perhaps even 
go a step further and suggest, as was originally suggested, we have 
one Secretary of Defense, and the Assistant Secretaries for Defense 
for the Army, Navy, and Air Force. The President has not gone 
that far, and I am sure the armed services would not go that far 
either. That would solve some of the problems. 

Secretary McExroy. I might ébserve on that both of those views 
are vigorously supported by some of the people who came before our 
consultants to advise with us, and while the ultimate conclusion was 
to go the other way, there is a very strong body of opinion, and a 
qualified body of opinion, that would go the way you are talking 
about. 


DESTRUCTIVENESS OF MODERN WEAPONS 


Mr. Scrivner. We were talking about what we have today. You 
did point out, and I am glad you did—that today one plane, whether 
it is a B47 or a B—52, can carry more destructive power than all the 
planes carried in all of World War II in both the Pacific and Euro- 
pean areas. In other words, you get away now from the necessity of 
saturation bombing. It can be done with fewer planes, fewer men, 
and much more effectively if we ever have to do it. The mere fact 
we have that capability and will maintain that capability is all the 
more reason why we may never be called upon to use it. So, it bears 
out again a good strong offense is the best defense, although we do 
negate that somewhat when we say, “Well, this is all retaliation; we 
will not start it.” Maybe that is wrong, but it is our present national 
policy, and has been as long as I can remember. Everybody knows the 
man that can get in the first blow has the advantage. 

Secretary McExtroy. He certainly does. 


RETALIATION 


Mr. Scrivner. Whether it is in war or in a boxing ring or on the 
football field. The man who can get started the quickest and hits the 
hardest usually ends up on top. 

Secretary McE roy. That is one of the reasons, Mr. Scrivner, and 
we have to keep it in mind in this country, that we have to have some 
oversupply of aircraft, some oversupply of nuclear weapons, because 
we would not be able to use them all. If we are to sustain the first blow, 
or if we are to wait until the other fellow is on his way toward us for 
us to respond, we just are not going to be able to use them all. 

Mr. Scrrvner. And probably would not need to. 
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Secretary McEtroy. We would not need to. If we did need to, we 
would not have the deterrent. The fact we can use as much as we need 
to, to deter, is the thing that we must protect. 

Mr. Scrivner. In other words, we are in a position now where we 
have to go in with what we have at the time we go. If we never go, 
some people might say, “Well, you overestimated; you spent too 
much you did not even use them; so, therefore you did not need 
them.” 

It poses quite a problem, not only for the Department of Defense, 
but for this committee as well, and for C ongress as a whole. Some- 
times the solutions are not easy. If we all had foresight as good as 
hindsight, this would be duck soup. 

Secretary McExroy. If you do not use them, the fact that you have 
them may be and, in my opinion, is, the reason you did not have to 
use them, or use what you did have. 

Mr. Scrivner. That is the insurance of security. 

Secretary McEtrroy. Of the rightness of our policy. 

Mr. Scrivner. That is the insurance which we are being called to 
buy. 

Secretary McEtroy. Yes. 

Mr. Scrivner. Thank you, Mr. Secretary. It has been a pleasure 
to have you back. 

Mr. Manon. Mr. Ford. 


REORGANIZATION OF DEPARTMENT OF DEFENSE 


Mr. Forp. I am not entirely clear, Mr. Secretary, about these 
various agencies, or subagencies, and how they are going to fit in 
the De partment of Defense when you have the reorganization. As 
I understand it, there will be an Assistant Secretary of Research and 
Engineering, a Director of Defense Research and Engineeri Ing, 
ARPA, and the Director of Missiles, or whatever Mr. Holaday is 

called. Can you clarify the whole situation, indicating what, if any, 
are going to drop out, and, if none are, how they will fit into the 
pattern ? Q 

Secretary McEtroy. The Assistant Secretary drops off. There 
will not be an Assistant Secretary for Research and Engineering if 
the Congress authorizes the position of the Director of Defense 
Research and Engineering. That takes care of that one. 

The Director of Defense Research and Engineering will take over 
all the responsibilities of the Assistant Secretary for Research and 
Engineering, and would have increased authority over and beyond 
that. 

Now, the next question is: How does the Advanced Research Proj- 
ects Agency fit in? We in not visualize that the Director of Defense 
Research and Engineering will, with his own organization, do a great 
deal of this research and development himself. He will supervise 
and he will direct. But the people who will do most of it will be 
the services, the Army, the Navy, and the Air Force, just as they do 
now. But this Director will see to it they do not overlap; that they 
do have programs which mesh and make for a single defense result. 

Mr. Forp. Will each of the services still get their respective 
research and development accounts, their own obligational authority? 
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Secretary McExroy. Yes. Would that be your thought, Mr. 
MeNeil ! 

Mr. McNett. It would all be identified. 

Mr. Forp. Plus the usual transferability through the emergency 
fund, or back to one or more of the various services ? 

Mr. McNew. A certain amount would be identified for the Army, 
the Navy, and the Air Force projects. 

Secretary McExroy. That would be our thought, and that would 
be after the planning had been done under the direction of this Direc- 
tor of Defense Research and Engineering. He would know what 
those programs are now. 


ADVANCED RESEARCH PROJECTS AGENCY 


I come now to the Advanced Research Projects Agency. We think 
of that as being simply a fourth agency for doing research and engi- 
neering as the Army, Navy, and the Air Force are agencies for doing 
research and engineering. The Advanced Research Projects Agency 
will take those projects which are specifically assigned to it—almost 
invariably in those areas which are multi-service in nature and quite 
advanced in technology. Just as Dr. York and Mr. Johnson told you 
here, they are now working on outer-space applications, the satellite 
applications; that was one we gave to them, and we have some other 
really highly secret research projects they take over, but that is 
simply another agency. We consider the Army, the Navy, the Air 
Force, and ARPA. So there are four agencies that do research, all 
under the supervision and direction of the Director of Defense Re- 
search and Engineering. Is that clear, as far as that one is con- 
cerned ¢ 

ROLE OF DIRECTOR OF MISSILES 


Mr. Forp. Where does the Director of Missiles fit in ? 

Secretary McExroy. He is solely an assistant to the Secretary of 
Defense. Because of the fact that missiles have come in here as an 
entirely new kind of weapons development, it has been necessary to 
have an adviser to the Secretary of Defense on our entire missile 
program. 

My own opinion is that that particular assignment will not be one 
which will continue for a prolonged number of years. That is the 
kind of thing which is necessary to let the Secretary of Defense 
keep close track of what is going on in a particular body of new 
weaponry which he ought to follow closely, but which he cannot do 
without some help. 


WITHDRAWAL OF FORCES FROM OVERSEAS AREAS 


Mr. Forp. Under the fiscal year 1959 force strengths, and partie- 
ularly as far as the Department of the Army is concerned, is it 
planned any withdrawals from overseas assignments will be made, 
first, from Germ: iny, second, out of Korea and, third, any other area 
where we have substantial forces involved 2 

Secretary McExroy. Since this is something that involves our 
diplomatic people, it might be desirable to discuss certain aspects 
of that question off the record. 
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Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Forp. I was primarily concerned about any major withdrawals 
from principal areas where we now have ground forces involved. 

Secretary McEtroy. I think that I can freely answer that we do 
not see any substantial reduction in our forces required overseas, 
What reductions may be possible would be of a minor nature only. 

Mr. Forp. And readjustments within the framework depending 
upon the substitution based on new weapons, or any other comparable 
condition ? 

Secretary McExroy. That is as much as we see today, Mr. Ford. 

Mr. Forp. For some time, in fact, from its ince at least since 
I have been here—I have consistently supported the so-called mutual 
security program, and more specifically the military side of the pro- 
gram. It has always been my belief, based upon ‘the presentations 
made, that as that program developed and we supplied our allies with 
weapons and training that in time we might lessen our own military 
burdens at home. It seems to me at some time that payoff to us in 
manpower and in our own defense dollars must come. If I support 
the reduction of 30,000, from 900,000 to 870,000 in the Army, it is 
predicated on the basis at this point such a substitution must come. 
Now surely the German contribution was not what it was promised 
5 years ago, but it is a rather substantial factor at the present time 
and going to be more so in the future. As you go along the line I 
think you can find other areas where with the troops at hand and 
with the new weapons to be financed you can make a good argument 
we can make certain reductions in our own forces. Is that a factor 
in this reduction as far as the Army is concerned ? 

Secretary McE roy. It is a definite factor, Mr. Ford. I do not be- 
lieve there will be any recommendation for a reduction of these forces 
that would affect our security. Certainly I feel confident this is true 
about the President as well as the Secretary of Defense, if they do not 
believe with these forces and with the weapons they have available 
and with the forces of their allies this country can be defended and 
we can have what we consider a proper degree of national security — 

Mr. Forp. For ourselves and the free world. 

Secretary McE troy. That is correct. We have our obligations 
around the world, as you well know, and they are quite broad, and 
this assumes we would have to undertake to make good on those. 





COST OF INCREASING THE SIZE OF THE ARMY 


Mr. Forp. Can you put into the record a cost estimate of the De- 
partment of Defense for an increase in the Army strength from 
870,000 to 900,000 and from 870,000 to 925,000? I think you might 
have to break that submission down as to whether they would be 
equipped with the weapons of today, and in the second case, the 
weapons that the Army wants for its ‘modernization program. That 
would make quite a difference in the cost estimate. 

Secretary McExroy. Yes; it does. 

Mr. Forp. It seems to me if we are going to go up in manpower the 
only honest way to do it is to give them the “modern weapons that 
would permit them to do the job some people believe to be necessary. 
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I think we ought to have a breakdown between just equipping them 
with the conventional, so to speak, and those weapons that are of 
the modern variety. 

Secretary McELroy. We will get you that kind of statement. We 
will have to make some assumptions similar to what you are saying. 
We will give the assumptions because it is easy enough to give the 
figures on personnel costs and the ordinary maintenance, but it is 
when you get into equipping additional forces with weapons that we 
will have to make assumptions and we will make those and follow 
your suggestion, unless we come back to you and suggest something 
that might be even more acceptable to you. 

Mr. Forp. I want a very factual presentation. I do not want it 
colored by the Department of Defense. I want it straight from the 
shoulders so we will have the dope here upon which we could make 
a sound evaluation. 

Secretary McExroy. In order that you yourself may judge whether 
it is straight from the shoulder, we will make clear what these assump- 
tions are, and we will make them as the first statement before we give 
the figures. If you do not think the assumptions are right, you can 
come back and we will draw up figures on the basis of any revised 
assumptions. 

Mr. Manon. We have already requested this type of information 
and some has been printed. But it would not be difficult for you to 
properly expand it in keeping with the suggestions Mr. Ford has 
made. I know that I was given a figure last week that to increase the 
Army to the 900,000-man level would cost three-quarters of a billion. 
That figure needs to be completely explained for the record and to 
go to 925,000 would take over a billion, I believe. That, no doubt 
calls for weaponry for modern warfare, and I would not think Con- 
gress would want to provide the men without the weapons. 

Mr. Forp. Since the general submission of the cost figures we have 
had presented to us this $1,455 million in an amendment to the 1959 
bill, which included some additional funds for the Army for its mod- 
ernization program with their equipment for their first-line troops, 
so I think the question of conventional and modern weapons is impor- 
tant in these figures. 

Secretary McEtroy. The budget amendment provides for modern- 
ization of 870,000. It would not be for additional numbers. 

Mr. Forp. I do not think that we want to modernize 870,000 and 
not modernize 30,000. 

Secretary McExroy. I agree. 

(Additional information supplied is as follows:) 

The two appropriations that would be most directly affected by increased 
personnel strength during fiscal year 1959 are the appropriations, “Military 
personnel, Army,” and “Operations and Maintenance, Army.” The increased 
cost of the additional strength in these two appropriations are subject to sub- 
stantial variation depending upon the phasing plan and the man-year cost 


factors used. There is submitted below two plans with explanations that set 
forth the difference in assumptions of each: 








398 


000 ‘99z$ 


000 ‘2g 
000 ‘60z$ 


008 ‘28 


0 





jenuue [ny 


| 
| 





008 ‘POTS 


008 ‘OTS 


0SZ ‘1t$ 


0 


OSS ‘TS 


008 ‘T$ 


008 “LZ 


092 “E9$ 





uvid oyeu103[y 





999 ‘LbE$ | 


000 *2 
S99 ‘06Z$ 
| 


000 ‘TeT$ 


000 ‘OT$ 
| 
| 


000 ‘TZ1$ 


b | 


fenuue [ny | 


00 “STZ$ 


00S ‘s6$ 


000 ‘OT$ 
008 S8$ 
002 ‘7$ 


00E “OF 


000 “ZII$ 





pesey dg 


uvld Amy 


000°SZ6 03 000‘0L8 UI0.) OSBeIDUT 





000 ‘9FT$ 


000 ‘ZE | 
000 ‘PITS 


000 ‘S$ 


008 “TS 
000 “O& 








[enuue [[ng 


000 ‘L¢¢ 


000 ‘Z°e¢ 














postyd 


uv[d o48u103/Vy 





000 ‘O61$ 


000 ‘Ze 
060 ‘8ST$ 
000 ‘TL$ 


000 “S$ 


000 “99$ 


002 ‘Z$ 
000 “08 





060 “L8$ 


jenuue [[n4 


| 000 ‘#8$ 
000 ‘b8$ 


000 ‘6E$ 


000 “S$ 


000 ‘PEs 


OU 












ueld Auwy 


000006 03 000°0Z8 W101] osBeOUT 





---AuLIy ‘Juowdnbe pur sepisstur Jo JueuIeIT 


“(QOURUOUTRI pure 
uolesedo pur ‘Aulry ‘jauuossied Aregi{yu) [eyojqng 


““(SpuBvsnoyy Ul) §3s00 [VUOTIIPPB [VIOL 








““s}USTIOIOUT Y10q 

Io} (Z) puw JUSTIAIOUT IST IOJ (T) Bulsopo 10J pouurya 

O1OM +BY} SUOTIRTTVISUI da 4] UTRIJOI OF §S7SO0O [BuoTIIPPV 
“(Spuvsnoyqy Ul) 10j0R} UO Posed sjSOd [BVUOTIIPpyY 








~eoA-uvt Jod 4800 o3us9A y 
“sivoA-UBUl [BUOTIIPPV 
IVUDJUTVUI PUB UOT 





















399 


MILITARY PERSONNEL, ARMY 


Man-years: The Army plan reflects input of the additional strength early in 
the fiseal year in order to have all of the additional personnel trained before 
the end of the year. The alternate plan reflects an even input of the increased 
number throughout the year. 

Average cost: The Army plan reflects accelerated promotions and the recall 
of officers above the entrance grade. The alternate plan assumes the input of 
enlisted personnel and officers at entrance grades and no accelerated promotions. 


OPERATION AND MAINTENANCE, ARMY 


The Army plan reflects an accelerated input of manpower which increases 
the number of man-years to be supported whereas the alternate plan is based 
upon a steady rate of increase throughout fiscal year 1959. 

The development of precise operation and maintenance cost adjustments re- 
lated to strength decreases or increases is extremely difficult. The straight line 
per capita cost derived by dividing the $3,040 million included in the President’s 
budget for fiscal year 1959 by the 878,000 military man-years is $3,463. The 
average cost per man-year of $1,500 shown in the alternate plan is the cost 
used in fiscal year 1958 for general adjustment purposes when a strength reduc- 
tion was announced by the President after the President’s budget had been 
submitted. The figure represents an attempt to estimate the costs directly 
associated with a military man and assumes that the remainder of the per 
capita costs is fixed and, therefore, not subject to change when decreases or 
increases in strength occur. 

The factor of $2,200 per man-year used in the Army plan represents an inter- 
mediate position between the $1,500 figure used when the fiscal year 1958 esti- 
mates were adjusted and the $3,468 per capita costs in the President’s budget. 

The Army plan assumes that 1 additional installation will be required for the 
first increment and 2 additional installations for both increments, whereas 
the alternate plan assumes that, because of the low utilization rate of Army 
troop installations, it will be possible to house and train the additional forces 
with the installations planned in the President’s budget. 


PROCUREMENT OF EQUIPMENT AND MISSILES, ARMY 


The question has also been raised concerning additional funds that would 
be required in the appropriation “Procurement of equipment and missiles” in 
the event it were decided to increase Army military personnel. The Army be 
lieves that no additional funds would be required in this appropriation in fiscal 
year 1959 for initial equipment for additional manpower increments of the magni- 
tude discussed, since equipment already on hand is considered adequate for a 
force of 900,000 or 925,000. There would be, however, some increase in the con- 
sumption of materiel (destruction, losses, wearout, obsolescence, expenditure 
of ammunition, etc.) above the levels projected for an 870,000-man Army. In- 
creased materiel consumption, on an annual basis, is estimated at approximately 
$32 million for a 900,000-man Army and $57 million for a 925,000-man Army. 
For fiscal year 1959, increased materiel consumption would amount to approxi- 
mately one-half the recurring annual amounts. 


Mr. Miuier. Mr. Secretary, you have made a very clear and, I think, 
a very factual statement in answer to many questions of my colleagues. 
At the outset, I think that I ought to qualify my remarks by saying 
that I make my criticisms, such as they are, of the program, very 
humbly. I feel that we are indeed fortunate to have one of the great- 
est military leaders of all times as our President, who has the final say. 
[have a great, profound admiration, and respect for your predecessor. 
I have every reason to think you area worthy successor. Your assist- 
ant, Mr. Quarles, has been a lifelong friend of mine, and a man that 
I rate AA plus, so if I seem presumptuous in criticizing your pro- 
gram I hope you will take it that I am not setting myself up as an 
expert in such a field. 


25095—58—_—26 
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MANPOWER REDUCTIONS 


However, there is a real concern that I have, and I think Mr. Riley 
has touched on it to some degree, and that is, great as our military 
leaders are, and those of history, there are none that have not made 
very serious mistakes that I ever heard of, from Napoleon up or down. 
I have been seriously worried about the manpower question. 

As I recollect the history of World War I, and in which I had an 
active, though not exalted role, I remember because of a lack of man- 
power at the right place the Germans might have won the victory 
when they brought what was a new weapon into the field, poison gas, 

I remember at Cambrai, the British, instead of having a great 
success when tanks were introduced that might have broken the 
western front, because they were not backed up with manpower and 
conventional weapons, met disaster, and similar failures occurred in 
World War IT and probably every other war. 

I am really worried about the manpower situation purely on the 
basis of history, not so far as our present moment and needs might 
be concerned, but for the unforeseeable which we have to think about 
in this time of cold war. 

Now, the planning of the Joint Chiefs of Staff may or may not go 
into the details of the grassroots where we as Members of Congress 
live. Anybody who resides in Washington knows what happens here 
even if we have a 6-inch snowfall. When we cut down in manpower 
too far, no matter what the abilities of our weapons may be, I am 
afraid we are courting disaster. 

As I understand, the fundamental part of our whole overall pro- 
gram is that we must have overwhelming retaliatory power strong 
enough to withstand a surprise attack and still destroy the enemy. 

Secretary McE troy. And the will to use it. 

Mr. Mutter. Yes; and the will to use it. 

Also in order to prevent the surprise attack and all-out war we 
must have sufficient capability not only to destroy the enemy after 
a surprise attack, but to have a margin of safety and different 
weapons, and different approaches such as the POLARIS, the B-52, 
and all the various techniques for our arsenal. However, there comes 
a point even in this field when we do not need to be able to do it 4 
or 5 times over. So, we can overdo that angle. 

I am not so much worried about that general overall picture at 
the moment, but I am worried about the impact of any kind of a 
war, local, brush fire, or anything else, so far as our own soil is con- 
cerned. 

We seem to assume, because we, in recent times, have had no invader 
land on our shores or suffered from bombings of our cities, that we 
might not have terrible problems. There is no way of solving civil 
defense as I see it, but when we reduce not only our standing forces 
but our National Guard and our Reserves to a point where we have 
a very small number of trained and equipped men available imme- 
diately, I am very much afraid that we may be going too far in one 
direction and leaving a serious void somewhere else. 

Secretary McE troy. Well, may I comment on that, sir? 

Mr. Miter. Yes, sir. 

Secretary McExroy. Certainly, you do, at some point, get down 
to a minimum number of forces below which you cannot go and still 
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handle these weapons that you have even if you regard the future as 
offering you the use of a very small nuclear weapon that might even 
be carried and fired by a foot soldier. That, of course, would make 
him a very much more effective fighter but even there you must have 
the man to move the weapon. 

So, there is no question but what there comes a point at which 
you kind of strike a minimum. If you are going to be able to de- 
liver your military force at the place at which the challenge is being 
made, you have to have people to do it. We do not think we are down 
to anything like that minimum level. 

There is one thing I would like to call to the attention of the entire 
committee. We have in addition to those forces in the Ready Reserve, 
which includes the Reserves and the National Guard in a paid status, 
we have a Standby Reserve which is a reserve of men who have been 
in the service within the last 3 or 4 or 5 years. These men have been 
on active duty for 2 years or more, and are in the Reserve and are 
available to us in an emergency, even though they do not practice 
every week or every month. 

There are well over 1 million in that Reserve. 

So, we are not talking about, when we talk about drill pay strength 
and the National Guard, the entire limit of our Reserve which is 
quickly available to us. But, coming back to your forces in the 
Regular services, I think, really, the subject we are talking about 
is one that we probably will be talking about next year, and the year 
after. While at the present time our planning for 1960 is based on 
the present size forces we have been talking about. 

I believe that it is extremely likely that we will be recommending 
going down still further in the size of these forces as the years go 
by, and as we proceed further down the line that you were talking 
ae: Mr. Scrivner, of greater capability, greater destructive ability 
per unit of manpower in the forces. 

Now, it is fortunate that all of this money that we have to spend 
for these more novel weapons also does give us a greater destructive 
capability on the target. 

If that were not true, you would have to maintain your forces, and 
I just do not quite know how you would finance it. But I think, Mr. 
Miller, that you are talking about something which is just as well 
for us to air thoroughly because this will not be the last time we will 
talk about it. I think we will have to come back to this subject, and 
even though it may be the determination of your committee and 
gts even of the Congress, that they want a bigger sized army, 
I think if that decision is made, it is counter to what really are the 
realities of the situation. Now, the place where you cannot be abso- 
lute in your judgment is that no one can be absolutely certain how 
the next war is going to happen, and you can dream up situations 
where you would like to have additional forces, and I think I would 
not have any more trouble doing that than you would. We must, 
however, keep in mind that we have major allied forces around the 
world and, sure, we do not think, of course, of them as being as com- 
pletely responsive to our own individual country’s need as we are 
ourselves and as our own troops are, but nevertheless if there is trouble 
in that part of the world, we can expect to have the support of in- 
digenous forces. So, all of those things are taken into account in 
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the planning of the forces of our own that are required, and in my 
judgment, as I have said before, we are going to continue to try to 
find ways in which we can push the size of our forces gradually 
downward. 

LOST OF INCREASE IN MANPOWER 


I think this price tag that you have of $750 million for 30,000 
troops would be around $25, 000 per man. So, it would get into really 
tremendous amounts of money. Now, we quite properly do not say 
in this country that we will let the cash register govern the size of 
the forces needed for our national security. I am in accord with that. 
But at the same time, if we try in all areas, in our thinking, to provide 
a cushion or backup to the minimum required, it must be realized 
that each one of these things carries its price tag with it, and if you 
provide a cushion in every one of our capabilities, there is a real ques- 
tion, I think, Mr. Miller, as to whether the country and the economy 

‘an sustain it if we are going to retain our present form of govern- 
ment. 

Mr. Miter. I fully realize the economic problem, and it is a major 
one, but my concern is not so much directed at the forces that we might 
be able to muster on the firing line where all-out weapons and all-out 
combat is involved. 

VALUE OF RESERVE FORCES 


I can see where we could afford to decrease manpower in our first 
line striking forces as our firepower and our mobility and our com- 
munications improve. But we have a great, vast country here that 
is growing in population very rapidly. While I am the ‘first one to 
agree with you about the vathatile backlog we have in trained vet- 
erans—I Pe in more than half of my life in ‘the Infantry Reserve, and 
perhaps I am prejudiced—but as those people grow older and if they 
do not get some form of encouragement and active training, their 
value goes down very rapidly after about 5 or 10 years. 

Secretary McExroy. I agree with that, but I am talking about 
their being self-renewing. 

Mr. Miirer. They are self-renewing up to a point. I have the 
highest regard for many of our allied forces. I do not share the fears 
that some of my colleagues have expressed regarding their fighting 
quality. I have seen too many French, British, and other people do 
just as well as we do under fire, and there is no use arguing about 
that, not to mention the Germans. 

But, they cannot handle our local problem if we have disorder or 
disaster in this country; nor can our own troops, if deployed overseas. 
It is going to take a certain percentage of the population that is organ- 
ized and ready immediately to supply the yeast in the batter. His- 
torically, the Reserve components and the National Guard always labor 
under difficulties, and their programs have never been entirely satis- 
factory until right now. Yet, the minute they are getting under 
momentum, coupled with the reduction in the Regular forces, we are 
throwing them back into reverse; and I think it is a great mistake 
to do that at this time. 
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NEED FOR GROUND SOLDIERS 


. Perhaps, as I said, after many years of service I am more familiar 
with their problems than most of the people in the Pentagon. Speak- 
ing for myself, I would not like to see all of our eggs put in one basket 
with respect to retaliation. I think we ought to have a good, sizable 
cushion to make sure, as you pointed out, that we have more resources 
than necessary because you can never count on winning with just the 
right amount; but I feel the same thing is vitally important with 
respect to manpower. If we are going to cut the Regular Establish- 
ment, I would hate to see you right at this time throw the National 
Guard and the Reserves into reverse, because in some ways those 
trained units are the cheapest manpower you can keep available. 

I am not talking about sending sfone out to handle the most modern 
weapons but, fundamentally, the bayonet, the policeman’s billy, and 
so forth. When you speak of turnover in weapons, there has not been 
a whole lot of turnover in the army of the satigeien! ground soldier. 

Secretary McExroy. Not so much. In the support forces there have 
been. 

Mr. Miter. If he does not have anything but a baseball bat, there 
are times when he is the most effective instrument to meet the situa- 
tion; and my view is that, in order to be abundantly safe, we should 
not cut down on our standing forces and at the same time reduce our 
internal security, because the main reliance we have in this respect 
is the organized veterans in the National Guard, and the Reserve. We 
must be prepared to meet trouble here at home. Our enemy is attack- 
ing us in many ways, including infiltration and subversion. 

I felt obliged to speak while I had the chance to tell you. 


BACKUP DIVISIONS 


Secretary McExroy. As I believe you know, Mr. Miller, we have a 
substantial number of Army divisions in this country at all times. 
These are backup divisions for those that are overseas; and also 
trained divisions under the Continental Army Command, and they 
are available for the kind of purpose you talk about. We are think- 
ing of the National Guard as far more of a combat setup. 

Mr. Mitxer. I realize you are. 

Secretary McEtroy. And we are planning to supply them modern 
weapons, and also as you undoubtedly know, it is planned to organize 
them on the pentomic basis in the same way we have organized our 
regular ground forces. : 

Mr. Miter. If I might interrupt, Mr. Secretary, because of their 
geographic situation and their being tied down to various localities, it 
is very healthy for our overall national security and it is going to be a 
major operation to regroup traditionally, established units. It is 
hard enough to do, although it must be done, but at the same time 
you complicate the operation by an enforced reduction in personnel. 
It makes the problem geographically, and geometrically more difficult, 
than if you left them a little leeway with personnel. That is another 
thing that disturbs me. 

Secretary McEtroy. You are quite right; it enhances the difficulty, 
and we are discussing these matters with leaders in the National 
Guard. It certainly seems likely to me—and I am sure it does to 
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them—that their forces be organized on the most efficient basis for the 
use of whatever the modern weapons are, and the modern strategy 
may be. 

I do not believe that there is any real resistance to that even though 
there may be fairly difficult future adjustments to be made. 


TIME REQUIRED TO ACTIVATE RESERVES 


Mr. Mitier. They are tremendously difficult, but I think necessary, 

Secretary McExroy. Actually, the National Guard moralewise 
must be a thing unto themselves as long as we are thinking of them as 
being ready forces. 

In fact, we are pretty nearly saying nowadays that there is not 
much use in having military forces that are not needy forces because 
you are not going to have much opportunity for mobilization in the 
event of an attack on this country. 

Mr. Mitirr. I agree with you thoroughly. 

Secretary McExtroy. You are not going to have much opportunity 
for the building up of reserve forces as we used to do in activating 
camps and training the men over a period of 8 or 10 or 12 months. 
We have grave doubts as to whether there is going to be anything like 
that kind of time. 

Mr. Miiuer. I agree 100 percent with that concept. 

Secretary McExtroy. The Air National Guard today is almost en- 
tirely on the basis of ready forces, and the Army, in fact with re- 
spect to one of the actions that was taken last year with respect to 
the National Guard, as you will recall, because it had a fair amount 
of discussion, has the requirement of a minimum amount of service 
training for each guardsman in order that he could be in a position 
to have enough knowledge to participate in ready forces organi- 
zations. 

Mr. Manon. Off the record. 

(Discussion off the record. ) 


USE OF NATIONAL GUARD AS INTERNAL SECURITY FORCES 


Mr. Scrivner. One of the important things which Pentagon of- 
ficials, most of whom have had no National Guard experience at 
all, and even many of them in the National Guard Bureau have not 
had National Guard experience, fail to realize is the importance, 
particularly, of the National Guard internally if anything should 
happen. 

One of the greatest dangers that we would face would be panic. 
In that event, in the National Guard you would have immediately 
available these disciplined and trained internal security forces. 

Secretary McE.roy. We are very conscious of that. I used to be 
a guardsman. 


EFFECTS OF REDUCTIONS ON NATIONAL GUARD AND RESERVES 


Mr. Scrivner. But, at the same time, you said they had to be better 
trained and then turn around on the other side and cut them off so 
that they cannot have very many taking the training. 

Secretary McEtroy. This is not the most severe thing that ever 
happened, Mr. Scrivner. 
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Mr. Scrivner. Where Mr. Miller put in time in the Reserves, I 
put in mine in the National Guard, and I have seen the ax swing too 

many times. 

Secretary McEtroy. It is reduced from 400,000 to 360,000, but my 
only point is that there are things that keep that from being as rough 
as it would be in the regular service. As I am sure you know, you 
have a degree of turnover in the National Guard and this would not 
involve firing people. It would simply involve a reduced recruit- 
ment, and everyone, I suppose, around here, is familiar with that. 

We do not plan to reduce the number of facilities, nor do we plan 
to interfere with the construction of our new facilities that are 
planned for construction and under construction, but those things at 
this time do not get away from the fact that we are recommending a 
reduction of 40,000 in the overall authorized strength of 400,000. 

Mr. Miter. I think you do realize that it has a very disastrous 
morale effect on the organizations that have been attempting to build 
up and, perhaps, which have built up faster than was thought pos- 
sible. But the history over the years in both the guard and the Re- 
serves has been violent swings one way or the other , Just as has been 
the case with the whole national defense picture. 

It seems to me it is a little unwise to do too much reducing all at 
the same time. 

I am through, Mr. Chairman. 

Mr. Manon. Mr. Ostertag ? 

Mr. Osterrac. Thank you, Mr. Chairman. 


COMMENDATION 


Mr. Secretary, it is good to have you back here before this committee 
once again, as we reach the closing days of a long and strenous hear- 
ing on a large budget during this period of world tensions. 

Secretary McE :roy. Thank you, sir. 

Mr. Osrerrac. And, I might add, during a period in which our 
defense budget and our Defense Establishment play an important role 
in world affairs. 

I want to take this opportunity to pay tribute to you and to the 
job you are doing as Secretary of Defense in the limited period of time 
that you have had this important post. You are now confronted 
with the task of leadership in presenting and prov iding a reorganiza- 
tion for the Defense Department and our military services, one which 
many of us, I am sure, agree is long overdue. 


REORGANIZATION AUTHORITY PRESENTLY VESTED IN PRESIDENT AND 
SECRETARY OF DEFENSE 


Now, it has been said—and I think I have read on a number of occa- 
sions—where certain new authority by law is required to achieve the 
changes that you and the P resident have recommended. But on the 
other hand, you or the President of the United States are vested with 
certain author ity today to make certain reorganization changes. 

Let me ask you this: Have you made such changes within the frame- 
work of your authority to date? 








406 


PROMOTIONS 


Secretary McExtroy. We have taken only one specific action within 
the scope of the authority we already have, and that has to do with 
the setting up of the revised basis under which there will be submitted 
to the President, and by him to the Senate, for confirmation, the nomi- 

nation for 3- and 4-star generals or equivalent flag grade. That one 
involves an additional step to what is now the method of such sub- 
missions, and that additional step is the submission of such nomination 
to the Joint Chiefs of Staff for its consideration and advice to the 
Secretary with respect to that particular nomination. 

It is intended that at that point the Joint Chiefs of Staff give con- 
sideration to the point of whether the man has demonstr ated | not only 
unusual capacity in his individual service, but also a breadth of ap- 
proach to the problems of defense which are beyond the individual 
services in their scope. That one has been put into effect. 


PUBLIC AFFAIRS OFFICE 


There are some others that I will describe here which we are doing 
the planning on but have not yet taken the definite action. One of 
them is the proposal to centralize the Public Affairs Office within the 
Department of Defense, not completely, but very nearly completely, 
so that instead of having a large staff in each of the services handling 
the public information, this will be taken care of by an expanded staff 
in the Department of Defense. 


LEGISLATIVE LIAISON 


The same thing is intended with respect to legislative liaison. The 
President has authorized or has directed that when we find the right 
man for the spot—who would be given an Assistant Secretary’s ap- 
pointment for the handling of this assignment—he then would set up 
a centralization of that function within the services 


UNIFIED COMMANDS 


Mr. Osrertac. Mr. Secretary, this problem of unification—that is, 
of unified command—and this problem of duplication of efforts, and 
this conflict of services, cannot be overcome by virtue of the authority 
that you have today, and it must require a change in authority by law 
in order to achieve your objective in that respect; is that right? 


NEED FOR LEGISLATION FOR REORGANIZATION 


Secretary McErroy. We must have major legislative provisions 
made in order to assure our being able to do some of these things. 

Mr. Osrertac. But, on the other hand, you have new weapons and 
a new picture by virtue of developments that have taken place. Is it 
correct: to say that you cannot meet these changes and these scientific 
developments that have taken place through the means of your existing 
organization? Can you meet them effic iently and properly the way 
you would like to have it done? 

Secretary McExroy. Well, when you put that last in, that is correct. 
I think I can very quickly sketch here the reason that it is considered 
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necessary to have a combination of legislation and administrative cor- 
rective action taken, of course, if you want to take the time for it. 

Mr. Osrerrac. Of course the reorganization plan is not before our 
committee. 

Secretary McExroy. We do need steps taken legislatively for us to 
do what we feel must be done in the interest of a combination of the 
protection of national security and of economy and efficiency as well 
as the avoidance of overlapping. 

Mr. Ostertac. By any chance, are you asking for authority that 

ou already have? 

Secretary McExroy. Not if we know it. Often, however, you will 
find in the legislation that we are requesting, Mr. Ostertag, a provision 
which would serve to eliminate any possible confusion or uncertainty. 

There is one very major place where that exists which is, we think, 
of critical importance, and this is not by way of criticism of any serv- 
ice, because the legislation itself in our opinion is at fault. At least, 
one of the services under its legislative authority feels as if it has 
some justification under which it can withdraw from a unified com- 
mand certain forces of that service which have been committed to that 
command, without notification to the unified commander. That is the 
kind of thing which could be fatal if we run into trouble. 

Mr. Ostertac. But the President is Commander in Chief. Would 
he not have authority to supersede any other command under him? 

Secretary McEtroy. You see, it is like having the same question 
come to the Secretary of Defense which is constantly thrown at me: 

You have direct authority and control and: what more do you need? 


If every question can come to you, you can settle it. Certainly, if 
every question came to the President he could settle it, but you cannot 
do that. What you have to do is to have the kind of clear law which 
lets these decisions be taken down the line where they can be handled 
more simply and speedily. 

Mr. OsrertaG. And, in a direct line? 

Secretary McExroy. In a direct line; yes, sir. 


EFFECT OF REORGANIZATION OF FISCAL YEAR 1959 BUDGET 


Mr. Osrerrag. I did not mean to bring forward a discussion of 
your reorganization plan. I did want to bring out the question of 
the possible effect of the reorganization plan if any such law is en- 
acted during the current session of Congress on this budget, or your 
funds requirement. 

Secretary McE roy. I do not think there will be any effect of any 
importance on the 1959 budget. What we are hoping is that, 
through the improved efficiencies that are going to be possible, espe- 
cially ‘through the operation of this centralized supervision and diree- 
tion of research and engineering, we will save re ally quite substantial 
sums of money, but it will take some time to get that underway. 


MANPOWER REQUIREMENTS 


Mr. Osrertac. Now, Mr. Secretary, as you appear before this com- 
mittee for the last time in the consideration of this budget—that is, 
the 1959 budget—I take it from your statement and from what has 
been said that there are no changes in your manpower requirements, 
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including National Guard and the Reserves? In other words, your 
position and that of the Defense Department is the same as it was 
when this budget was presented to the Congress ? 

Secretary McEtroy. That is right, sir. The total forces of 2,525,- 
000 in the Regular forces and the National Guard and Reserve forces 
of the Army, as have been discussed here 

Mr. Osverrac. During the discussion, it was pointed out, and I 
believe you made a point, that the Reserves and the guards are allied, 
or related in numbers, or proportion to your Regular | forces. 

Would it be strictly out of line if the Reserve forces and the guard 
happened to be increased by virtue of funds made available and 
actions of the Congress without regard to the numbers of the Regular 
Forces? 

Secretary McEtroy. You mean, Would the administration’s posi- 
tion be against that? 

Mr. OsrertaG. Yes, sir. 

Secretary McExtroy. Well, we think we have quite a clear state- 
ment from the Joint Chiefs of Staff indicating that the forces that 
are proposed in the budget are adequate, Mr. Ostertag. So I do not 
think we can take any “position except a position of opposition to 
any increases. 

Mr. Osrertac. No matter where it may be placed ? 

Secretary McExroy. That is right. 

Mr. Ostertac. And this is the position of the Joint Chiefs of 
Staff ? 

Secretary McEnroy. On the Reserves and National Guard forces 
it would be consistent with the position of the Joint Chiefs of Staff. 





NEW WEAPON DEVELOPMENTS 


Mr. Osrertac. With regard to new weapons and new developments 
have any changes taken place—any breakthrough or any new 
changes—which might have a relationship as to your money require- 
ments for this next fiscal year since the budget has been presented ? 

Secretary McExroy. Only as we have incorporated those in the 
1959 supplemental, Mr. Ostertag. 

Mr. Osterrac. I meant including that. 





FISCAL FLEXIBILITY 


Secretary McErroy. The things that we can see down the road are 
normally also being financed in a research and de velopment way quite 
adequately, and nobody quite knows at what point you are going to 
have a true breakthrough. That is one of the reasons that we are 
asking a certain additional amount of flexibility, because you cannot 
time a big success in technology. We feel that. a somewhat ereater 
degree of flexibility in our handling of appropriations— with what- 
ever kind of notification your committee would like to have about 
these things—would give us the opportunity of exploiting such a 
breakthrough when it came. 

Mr. Osterrac. But, you do have certain flexibility now. Are you 
referring to any need for flexibility other than that which might come 
within the area of research and development ? 

Secretary McEtroy. Yes, I am. We do have flexibility which is 
originally confined to the research and development area, and that 
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has been very helpful. We use it in ways which we think are ex- 
tremely important and we do not have to bother Congress in order to 
do so. Lae 

But, we think that there should be some flexibility for such things 
as production—for example, getting some of these things into pro- 
duction. Moreover, we visualize a situation where a unified command 
may be ordered into a forward position, because of some tensions 
which would turn out to be short of war, but it would involve a sub- 
stantial increase in the expense and it is usually one or another service 
which is the principal one involved. We think we must be in a posi- 
tion to finance that without any great amount of fuss or feathers, and 
some modest amount of flexibility would give us assurance that if such 
an action were necessary in the national interest it could be financed. 

Mr. Ostrertac. But it has been pointed out that already tremendous 
flexibility exists covering the use upward of billions of dollars worth 
of funds. Where would you require anything above that point ? 

Secretary McExroy. As you know, there are pretty firm restrictions 
on how thiscan bedone. While there has been substantial reprogram- 
ing, that has been possible as from one airplane to another or between 
programs within an appropriation. Nevertheless, we have a good deal 
less flexibility in going from one service to another; in fact, we have 
none, or from one major category to another. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Thank you, Mr. Secretary. You will be back with us tomorrow ? 

Secretary McExroy. Yes, sir. 

Mr. Manon. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 


Wepnespay, A prin 30, 1958. 

Mr. Manon. The committee will please come to order. 

Mr. Secrerary. Mr. Wigglesworth has several additional questions 
which he would like to ask of you at this time. 

Secretary McExroy. Very well, sir. 

Mr. Wiectesworru. Mr. Secretary, as the chairman has said, I 
have a question or two that I would like to ask in the light of possible 
questions on the floor of the House. 


ADVISIBILITY OF ACCELERATING OF REGULUS AND SNARK MISSILE 
DEVELOPMENT 


In the field of missiles, for example, you have given us the thought 
of the Department with reference to POLARIS and how far we 
should go in expediting this program at this time. 

You gave us in that connection the probable date of the first firing. 

As I think you know, there have ean 1 or 2 suggestions with a 
view to an increase in our long-range missile capability in the time 
period between now and when the POLARIS operational capability 
may be expected to come into being. 

have in mind particularly the matter of REGULUS II and the 
suggestion that it might be advisable to accelerate the development 
of REGULUS II with a view to filling in that time gap. 
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I have been told, for instance, that with the expenditure of about 
$36 million it would be possible to have an operational capability for 
REGULUS IT expedited by about 9 months to, say around July 1959, 
That would involve two submarines fully equipped and fully trained 
to operate REGULUS II missiles. 

You will recall, I think, that Vice Admiral Barbey, suggested 

earlier in the year in a Readers’ Digest article that it might be possible 
by the conversion of submarines for REGULUS II missiles, to have 
some 30 of them available within 18 months at a cost of around $100 
million. 

There is no request as far as I know for expediting the REGULUS 
II missile. I wish you would give the committee the benefit of the 
thinking of the Department in that connection. 

Secretary McExroy. I will be glad to, Mr. Wigglesworth. We 
think highly of the REGULUS II. We think highly ‘of the SNARK 
which is another air breather, and this answer might possibly be 
useful to talk about 

Mr. WiaciteswortH. My second question was going to be about the 
SNARK. So, perhaps you can deal with both questions simulta- 
neously. 

Secretary McEtroy. I can answer the two together. We believe 
that we should have some capability of the REGULUS type which 
is, of course, the air breathing missile, and that we should have some 
of the SNARK; this goes to the point of the desirability of our hav- 
ing diversification of delivery systems of these strategic weapons, 
with all that that implies to the enemy in defending against you. 

We have not provided for acceleration of these programs because in 
the one case the Navy and in the other case the Air Force have not 
regarded those programs as being of high priority for acceleration in 
relationship to the programs that they have in the ballistic missile 
type of delivery system. I think that is right. We concurred with 
the views of the services involved, and we also submitted this as part 
of the question of the 1959 supplemental to the Joint Chiefs of Staff. 

They seemed to be in agreement with the views of the services. Tf 
there were no limit to what should be allocated to the services, I 
think we would have been glad to have increased both REGULUS II 
and SNARK, but within what seemed to be judicious handling of the 
Defense Department program, the conclusion was—and I would say 
this was throughout the Defense Department organiz: ition— that our 
present rates of production and deployment of REGULUS II and of 
SNARK were what would be right in relationship to our total picture. 

It probably should be stated in concluding these comments, Mr. 
Wigglesworth, that the Joint Chiefs at the present time have under 
way what I think is a very basic study covering all of these questions 
which relate to what should be the size and scope of the various 
methods we have to deliver the strategic weapon. There is no point 
in building up the capability,to destroy the enemy several times over, 
because it is useless in addition to being very, very expensive. The 
kind of study that is now going on is one under which the instructions 
have been given to advise the Department of Defense as to what dis- 
tribution there should be of our capability as divided among the 
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various strategic delivery systems—aircraft, air breathing missiles, 
submarine launched ballistic missiles, ICBM’s, IRBM’s, and so on. 

Mr. WiccLeswortH. Would it be a fair deduction from what you 
have said to say that it is the opinion of the Joint Chiefs of Staff and 
the Department of Defense that despite the time which must elapse 
between now and the advent of POLARIS operational capability and 
other missile power, we have ample destructive power without ac- 
celerating either of the two programs referred to ? 

Secretary McExroy. I would agree with that statement, and I 
think that is a good summation of it. 

Mr. WiccLeswortn. In other words, if you have enough power to 
destroy the aggressor, you do not need more? 

Secret: ry Mc Exroy. That is right—as to the two air breathing mis- 
sile programs that you mentioned. 


LONG LEAD TIME ITEMS FOR CARRIER 


Mr. WiccLeswortu, Yesterday Mr. Scrivner raised a question about 
the request for long lead time items a year in advance of the request 
of the carrier involved. This does not go to the heart of the question 
he raised, but he appeared to be under the impression that this was a 
new procedure. 

Just for the sake of the accuracy of the record, I think this pro- 
cedure has been in effect for several years, not only with respect to car- 
riers, but other vessels ? 

Mr. McNett. It is not a new procedure, and it has been in effect for 
several years. In fact, the carrier on the ways at the moment was 
handled in exactly the same way. 


IMPLEMENTATION OF HOOVER COMMISSION RECOMMENDATION 


Mr. Wiceieswortn. I think most of my questions have been an- 
swered, Mr. Chairman. I would like to mention, however, that in last 
year’s record we had a table on page 163 which indicated the steps 
taken by the Department with the view to implementing the various 
recommendations by the second Hoover Commission. If there is any- 
thing further to report along that line, I would appreciate it if the 
information we had a year ago could be brought up to date. 


Mr. McNet. Yes, sir. 
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(The information requested follows :) 


Summary of Department of Defense actions on recommendations of the Commission 
on Organization of the Executive Branch of the Government 


Recommendations 





i 

















Applic- | Not re- | For De- 
Report | able to | quiring Fully Con- |partment 
| the De- | Fully in | Partially | Depart- con- curred jof Defense 
partment| effect! |ineffect!| ment of | curred |in (quali-| action 
of Defense} Defense in? fied) 3 not con- 
| action | curred in 
SS ee ae a ce a a j j 9 
Budget and Accounting-_. 15 | 3 | RRs 1d veds Si peeneanonet piste é it 
Business Enterprises 12 | 3 5 2 abacdienes | 2 
Business Organization of De- | | | } 
partment of Defense-_--_- 19 3 | 11 . as getdabd inde eee ee 5 
Depot Utilization -- ; 16 | 11 | 4 1 | i 
Food and Clothing-- ; 26 | 18 | 6 B: tae = l 
Intelligence Activities: | | | 
Unclassified. 6 3 | 1 io paesekaataleuacee 1 
Classified - - -- 56 |_.- ‘ oust 29 | 2% 4 
Legal Services __- ; 18 | 3 | 6 | Ch scsss = ae 
Lending Agencies- ----- § }.. aes 5 mane nee mee : 
Federal Medical Services. 15 | 6 | 3 5 Lp naticcd i 
Overseas Economic Operations 11 | Oe casita 10 | a adi 
Paperwork Management. - | 21 5 3 13 | ‘ Jidce ee 
Personnel and Civil Service | 17 | 5 | 10 2 ™ a 
Procurement. ; 15 | 5 Dioceses | } l 
Real Property Management__. 12 | 1 |} 5 er. atte A 
Research and Development 15 | 14 E tap cooees | Ps ae 
Surplus Property 17 | 6 11 | 
‘Transportation__- | 20 5 11 2 | 2 
Water Resources ----- | 6 © |..3....- | 
Special Personnel Problems of | | 
Department of Defense--__- 37 | 4 ic st |< tapeneh 
Oe deictal, /) je 96 137 57 | 29 | 23 | 17 
| | | 








1 Where some recommendations were substantially accomplished in terms of objectives but by another 
method than recommended and no further action was contemplated they were included in last year’s report 
as fully in effect. In this tabulation a more conservative interpretation is applied and such recommenda- 
tions are considered to be partially in effect. 

2 Fully concurred in. Implementation classified. 

3 Qualified concurrence. Implementation classified. 


DEPARTMENT OF DEFENSE ACTIONS ON RECOMMENDATIONS OF THE COMMISSION ON 
ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


1. BUDGET AND ACCOUNTING 


Recommendations applicable to the Department of Defense___._.________-_- 15 
mecommendationa fally: iri elletis.a. co ens he tc ec 5 eto 3 
Recommendations partially 11: Gileeeissk nn cccicensiciedctemmpckns cermnbiutieadl 12 


The most significant areas covered by the Hoover Commission action program 
for improved financial management are the following : 

1. Synchronize organization structures, budget classification, and accounting 
systems. 

2. Formulate and administer agency budgets on a cost basis. 

3. Simplify the allotment structure. 

4. Maintain accounts on an accrual basis, the accounting system to include 
adequate monetary property records as an integral part of the system. 

5. Extend appropriate use of working capital funds. 

Considerable progress has been made in improving financial management— 
better financial organization, better budgets, improvements in accounting systems, 
and adaptation of proven business methods to many activities. Approval by the 
House Appropriations Committee of a new budget account structure for Army's 
appropriation for operations and maintenance was a most important step in the 
improvement of budget and account classifications. Except for operations and 
maintenance and certain necessary refinements in other areas, the basic task is 
now completed. This includes, generally, research and development, procure- 
ment, construction, and military personnel. In the operations and maintenance 
area very significant progress has been made. Army has fully implemented its 
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new budget and account structure for operations and maintenance. This has 
provided a pattern for similar improvements which are now underway in Navy 
and are being discussed with Air Force. 

Public Law 863 enacted legislation requiring the cost basis of budgeting. 
Progress toward a cost basis for budgeting and controlling operations includes, 
among other items, realinement of appropriations and account structures to cor- 
respond to logical groupings of programs, with separate appropriations for oper- 
ating and capital programs; presentation of military personnel appropriations, in 
effect, on a cost basis; budgeting on a full-cost basis for capital programs; devel- 
opment of program and activities accounts, including a basic pattern for bringing 
operations and maintenance appropriations more closely to a cost basis; exten- 
sion of use of reimbursable transactions for materiel, work, and services furnished 
by one department to another; direct use of cost-based budgets in activities 
financed under working capital funds and through this method of finaricing also 
facilitating the use of cost-based budgets and accounts by the various customer 
activities. Of considerable importance, the House Appropriations Committee has 
requested that plans be developed to include the costs of military personnel 
assigned to support-type programs in the budgets for those support activities. 

Progress is continuing toward the administration of programs through a 
minimum number of allocations and allotments which parallel program respon- 
sibilities. Im addition to simplification of the appropriation structure and 
a very great decrease in numbers of allotments, the Bureau of the Budget 
has approved our request for automatic apportionment of reimbursements 
for work or services. The Assistant Secretary of Defense (Comptroller) 
has prepared a draft regulation on the subject of budgeting, funding, accounting 
and reporting for appropriation reimbursements and has established the policy 
that transactions between departments and between activities within the same 
department should be performed on a reimbursable basis, to the maximum 
extent feasible, rather than by allotments and suballotments. The reimburse- 
ment regulation and another regulation, now in draft, which will require that 
project orders be treated on a reimbursable basis and not like allotments, 
are now being studied by the Bureau of the Budget. The project order regu- 
lation will have the effect of further reducing the number of allotments. 

An accrual system of accounting for costs in the area of operations and 
maintenance, in addition to obligations and expenditures, has been put into 
effect generally in Army activities operating within the continental United 
States and will be installed armywide by July 1, 1958. Navy, which has had 
monetary property accounting for decades, is developing a proposed pattern 
for a navywide accrual system for costs, obligations and expenditures in the 
area of operations and maintenance. Air Force is installing an accrual 
system air forcewide in the area of operations and maintenance. Further 
refinements in integration of these systems with appropriated fund accounting 
will be required. Implementing regulations and instructions for an integrated 
accrual system of budgeting, accounting and financial reporting are being 
worked out by the Office of the Secretary of Defense with the Bureau of the 
Budget, General Accounting Office, Treasury, and the military departments, 
with first attention to the area of operations and maintenance. 

The implementing regulations and instructions for an integrated accrual 
system will provide for monetary accounting records to be an integrated part 
of the system. Financial property accounting has been installed for the bulk 
of consumable materiel (excepting organizational units) and capital-type 
property in the Department of Defense. 

The Department of Defense is taking continuing action to promote improve- 
ment in internal audit operations and reporting in the military departments. 
On August 7, 1957, the Department of Defense issued a directive to prescribe 
basic policies with respect to audit in the Department and to set forth organiza- 
tional responsibilities for carrying out the audit function. An integrated audit 
of the military assistance program under the direction of the Assistant Secretary 
of Defense (Comptroller) is now in the initial stages. The program will be 
surveyed and an audit program will be prepared for the worldwide assistance 
program. 

Industrial funds now total 51 and an additional 70 are programed or under 
consideration, including arsenals and ordnance plants, MATS and aircraft and 
component overhaul. Stock fund inventories now total $10.9 billion. Addi- 
tionally programed or under consideration for Army is the bulk of its retail 
Stocks, and for Navy and Marine Corps, the bulk of their spare parts, wholesale, 
and retail. Air Force has remaining for consideration the bulk of its consump- 
tion-type materiel, including spare parts, both wholesale and retail. 
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2. BUSINESS ENTERPRISES 


Recommendations applicable to the Department of Defense___-_-------_____ 1 
Maraanetions Sai y Ui CC is eck rei png ac nm mninedcn eit 
Recommendations narcialy: 1 Cette ccc. non een esmin gene ee oie 
Recommendations for DOD action, not concurred in--.-_---------------_-__ 
Bacammendations not. requiring, DUD SCI nacncensckounen scenes oeiee 


bho bo ore bo 


The major action recommended in this report is to terminate or curtail speci- 
fied types of commercial-type activities operated by the Government. 

Review of Government-operated commercial-type activities is a continuation 
of the policy, first announced in late 1953, that operation of such activities would 
be held to the minimum consistent with efficient logistic support of the Armed 
Forces. Implementing that policy, seven groups of activities have been scheduled 
for review to this time. Included in these groups are 49 types of activities 
involving nearly 2,000 individual facilities on which reviews have been initiated, 
with the result that over 300 facilities have been, or are scheduled to be, dis- 
continued, while over 200 have been justified for continued operation by the 
Government. The remaining facilities are being analyzed in Office of Assistant 
Secretary of Defense (Supply and Logistics) or are still under review by the 
military departments. Review of the specific types of facilities recommended for 
termination by the Hoover Commission report has been largely completed, and 
22 bakeries, 15 laundries, 2 dry-cleaning plants, 19 baling, 5 shearing, and 2 alu- 
minum sweating operations, 1 opthalmic goods facility, and 3 printing plants have 
been, or are scheduled to be discontinued. 

The Department of Defense did not concur in the report’s recommendations 
pertaining to commissary stores and post exchanges: To reduce the number, 
limit use, raise prices to cover all costs and contract for operation. This non- 
concurrence was based upon consideration of an adverse effect upon the morale of 
the services. The Bureau of the Budget has expressed agreement with this non- 
concurrence. The Department of Defense made no objection to the recom- 
mended survey of the stores and exchanges by the Comptroller General. 


3. BUSINESS ORGANIZATION OF THE DEPARTMENT OF DEFENSE 


Recommendations applicable to the Department of Defense_____________-_ 19 
esi OIIICR OU AME COINS | SAAN TID MO kc vse mites desided sedactcgcdipncn ig gina ingame 3 
Recommendations: pertiaii¢ in Gettin i tte eesnewnenes 11 
Recommendations for Department of Defense action not concurred in____~- 5 


The nonconcurrences noted above included recommended organization changes 
designed to accomplish objectives with which Department of Defense is in full 
accord, but which are being accomplished within the existing organization. One 
of these suggested a change of major proportions: To establish a separate agency 
to administer common supply and service activities. The Department of De- 
fense does not concur in this recommendation, but has initiated the single man- 
ager plan, which provides, in an easily understood and readily workable form, 
for the management of common-use items and common services by a single mili- 
tary department for all military services by blending the existing facilities, 
skills, and personnel of the three departments into a common effort to achieve 
common objectives: The reduction of inventories; the consolidation of common 
services where feasible; greater economy and effectiveness; and the elimination 
of overlap and duplication of effort within the Department of Defense. The 
plan recognizes the individuality of each military service; at the same time, it 
assures the military logistics readiness of all the Armed Forces. 

The report’s major recommendation pertaining to financial management was to 
provide and administer budgets on the accrued expenditure basis, continue and 
extend accrual and cost accounting and the use of working capital funds and 
establish complete inventory records and controls. Progress accomplished 
toward these objectives was noted under part 1—Budget and Accounting. Prog- 
ress on the report’s major recommendations for improved personnel practices 
are noted under part 20—Special Personnel Problems of the Department of 
Defense. 

4. DEPOT UTILIZATION 


Recommendations applicable to the Department of Defense_______________ 16 
peaeomnmmemniaens Tally: WO OCE eo a eg 11 
Recommendations. partially in effect... se cise renee aiiiouonns i 
Recommendations not requiring Department of Defense action____________- 1 
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The major recommendation was to maintain a current inventory of storage 
space. The existing reporting system has been revised and expanded (Depart- 
ment of Defense Instruction 4145.5 dated August 23, 1956) to provide a uni- 
form system of reporting the use and occupancy of storage space at all Depart- 
ment of Defense installations having gross covered storage area of 20,000 
square feet or more. This quantitative limit increases the number of reporting 
installations from 160 to approximately 1,200, and provides a reasonable cutoff 
for review of facilities at OSD level. The first report under this instruction 
was submitted as of December 31, 1956. 

Of equal importance to the inventory is the utilization of storage space for 
maximum efficiency in management and economy in costs. To achieve these 
ends, a Joint Manual on Storage and Materials Handling was authorized on 
January 25, 1955 (Department of Defense Instruction 4145.7). The manual 
provides policies, criteria, operating practices, and administrative procedures 
to be used in all storage operations of the Department of Defense; a few of its 
provisions are standard aisle widths based on the type of materials handling 
equipment to be used in the installation, standard warehouse layout criteria: 
pallet patterns ; standard methods of storage by types of packaging; and use of 
storage aids to permit higher stacking. In addition to the advantages of stand- 
ardized methods and better management, these space-saving measures assume 
even greater significance when it is realized that construction costs of storage 
space amount to $10 per net square foot, and that a saving of 1 foot of aisle 
width in all Department of Defense storage installations could free 3.5 million 
net square feet of space for further use. Thirty of the 36 sections of the manual 
have been published; all but 2 of the remaining sections are now being printed. 

Department of Defense Directive No. 4541.9, dated March 7, 1955, required 
that uniform rates for cross-servicing of facilities be established and that they 
be reviewed annually. A Department of Defense instruction issued May 20, 
1955, established uniform unit cost rates. A revised Department of Defense in- 
struction, No. 4145.10, was issued in March 1958. This establishes revised unit 
cost rates to encourage interdepartmental cross-servicing. 


FOOD AND CLOTHING 


Recommendations applicable to the Department of Defense ee. ae 
Recommendations fully in effect po ae bel eA ER OE, Rusecbieaen aan 
Recommendations partially in effect_...._....____________ eee 6 
Recommendations for Department of Defense action not concurred in_____~_ 1 
Recommendations not requiring Department of Defense action______-- a 1 


The major recommendations, to designate central agencies for food and 
clothing, have been put into effect. 

Department of Defense Directive 5160.11 dated November 4, 1955, and revision 
dated May 3, 1956, designate the Secretary of the Army as single manager for 
the subsistence commodity area. The Secretary of the Army has established a 
single manager operating agency, which will acquire, maintain, and control all 
stocks of subsistence items down to, but excluding, retail stocks. It will finance 
such stocks through a single stock fund and distribute them through a single 
depot for each selected distribution area. This depot will be operated by the 
owning service in accordance with procedures prescribed by the single manager. 
From this depot, all military installations in that area will requisition and re- 
ceive subsistence items. The single manager’s responsibility includes the fol- 
lowing functions: Cataloging, standardization; stock level determination; stock 
control reporting procedures; stock segmentation; distribution; property ac- 
counting; requirements computation; procurement; inspection; quality control: 
storage operations; space utilization; stock refunding; and participation in re- 
search and development. 

Department of Defense Directive 5160.16 dated May 4, 1956, designates the 
Secretary of the Army as single manager for the clothing-textiles commodity 
areas. The Secretary of the Army has established a single manager operating 


a 
single depot for each selected distribution area. This depot will be operated by 
the owning service in accordance with procedures prescribed by the single 
manager. From this depot, all military installations in that area will requisi- 


agency for clothing-textiles items and the agency will acquire, maintain, and 
control all stocks of such items down to, but excluding, retail stocks. It will 
finance such stocks through a single stock fund and distribute them through 
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tion and receive clothing-textile items. The single manager's responsibility 
includes the same functional areas as listed for subsistence, above. 

The nonconcurrence noted was on the recommendation to make clothing pur- 
chases on “notice of intent to purchase and negotiated contracts,” which is not 
used by the Department of Defense because the nature of the clothing-textile 
industry does not make it desirable. 


6. INTELLIGENCE ACTIVITIES (UNCLASSIFIED) 


Recommendations applicable to the Department of Defense______-----_--___ 6 
SPOCOMIRAOTNIN GES TON 10 WCE nn nn ec een eere te wie dane bcm : 
Recommendations partially in effect___...__.....__.-_-__--- -~-~ ee 1 
Recommendations for Department of Defense action not concurred in______ 1 
Recommendations not requiring Department of Defense action___-----~-~~- 1 


Fully implemented recommendations include more extensive use of schedule A 
of civil service regulations in employing intelligence analysts, the recheck of 
security status of personnel in Sensitive positions at least once each 5 years, and 
the introduction of highly selective methods of choosing members of the coordi- 
nating committee on atomic energy intelligence. A comprehensive and coordi- 
nated program of language training, including incentives for ROTC and Reserve 
personnel who complete such training, has been partially implemented. 

The nonconcurrence in the recommended elevation of military service intelli- 
gence chiefs was based on the judgment that optimum efficiency can be assured 
without the recommended changes. 


INTELLIGENCE ACTIVITIES (CLASSIFIED) 


Recommendations applicable to the Department of Defense___-___- — 
Recommendations Tally COMCUITOeE IM... 25 sn on ee een ce ee 
Recommendations concurred in (qualified) .................._._-._....3" 
Recommendations not concurred in___...._-.--..--.--.--.- . 5k 


7. LEGAL SERVICES AND PROCEDURE 
Recommendations : 


Applicable to the Department of Defense_____--_________-___-- Guana 18 
ON AAD WO oa cenicchreeentnieiandice dodging nian Macau and his 3 
SCHIST ENE OO es is oa wise cogencce anal paella rensaoind Ree eaciaaaae 9 
Not requiring Department of Defense action____._.--.______-_-____~- 9 


With. respect to the recommendation that within the Department of Defense 
professignal authority over all legal services should be vested in a General 
Counsel with the rank of Assistant Secretary of Defense, the Bureau of the 
Budget agreed that this recommendation may be considered substantially imple- 
mented. ‘On the recommended development of a legal career service for civilian 
attorneys, the Attorney General and the Chairman of the Civil Service Com- 
mission have been requested to take action. 

With reference to the recommended review by the Congress of the justification 
for legal staffs not having been created by express statutory authority, legal 
staffs in the Department of Defense are considered to be authorized. With 
reference to the recommendation that the Department of Justice be recognized 
as the chief law office of the Government, it is so recognized by the Department 
of Defense. 

With respect to the recommendation that professional responsibility for legal 
services in the three military departments, subject to the direction of the Depart- 
ment of Defense General Counsel, should be vested in the General Counsels of 
Army, Navy, and Air Force, and, conversely, the Judge Advocates General of 
Army, Navy, and Air Force should be responsible to the General Counsels of 
their respective departments, the Department of Defense proposed certain steps 
to accomplish quality control and coordination within the Services, with a required 
distribution of duties. However, administrative implementation of these particu- 
lar recommendations appears impracticable in the light of very strong written 
objections from the House Committee on Armed Services. 


8. LENDING AGENCIES 


Recommendations considered applicable to the Department of Defense___-_ 0 
Recommendations not requiring Department of Defense action 5 
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The Department of Defense did not concur in the recommended increasing of 
equities on new FHA mortgages, in the financing of FHA by private capital and 
curtailing of short-term loans by the Export-Import Bank, and making the bank 
the sole agency for making long-term loans. 


9. FEDERAL MEDICAL SERVICES 


Recommendations applicable to the Department of Defense- 


Fe 15 
Recommendations fully in effect.__._.______~ tk ae ei Reaeniatiic dane = 6 
PISTUOTIEEAC LOMAS =EORURMERD TER) GRECO icin. occ. xe nhctees bieek aches mene netics eleoeaiiamdinatiudeiiaal 3 
Recommendations requiring no action by De ‘partment OE TION as es 5 
Recommendations for Department of Defense action not concurred in... __ 1 


On the recommendation that the medical and hospital services of the armed 
services be modified into a much more closely coordinated pattern, a Bepart- 
ment of Defense directive provided for joint utilization of military health and 
medical facilities and services, which is being implemented by the military 
departments. The Department of Defense Health and Medical Planning Coun- 
cil was established to further coordination and joint use of facilities and 
services. 

On the recommendation that the President appoint a Federal Advisory Coun- 
cil of Health, the Department of Defense recommended an alternate plan for 
the establishment of an Interdepartmental Coordination Committee on Federal 
Medical Services, to serve the same objective. Discussions have been held with 
those officials concerned with the problem. 

The recommended revision of the Selective Service Act to achieve maximum 
utilization of medical personnel was accomplished by the passage in 1957 of 
Public Law 85-62 

The recommended Dependents’ Medical Care Act became effective Decem- 
ber 7, 1956, and has been implemented by the Army as the executive agent for 
the Secretary of Defense. 


10. OVERSEAS ECONOMIC OPERATIONS 


Recommendations applicable to Department of Defense ae ake Ee 
Recommendations fully accomplished__ = ait tal as te ete 1 
fecommendations not requiring Depar tme nt of De fe CO ee 10 


The bulk of the recommendations in this report called for action by the State 
Department. The Department of Defense nonconcurred in the recommenda 
tions that technical assistance to NATO should cease; that economie aid should 
be contingent upon countries improving investment climate; and in the recom- 
mended changes in responsibility for the administration of foreign aid 

The Department of Defense has accomplished the recommendations to use 
excess and surplus property in foreign assistance through amplifying and 
clarifying screening procedures to provide faster and more economical redistri 
bution and disposal actions by the military departments. 


11 AND 12. PAPERWORK MANAGEMENT I AND II 


Recommendations applicable to the Department of Defense 
Recommendations fully in effect 

Recommendations partially in effect 

Recommendations requirinng no Department of Defense action_-_ 


am 1; 
Relative to the recommendation that the General Services Administration es 
tablish standards to evaluate records centers and staging areas with a view ti 


a 
closing out uneconomical records centers, and, if warranted, esta blish additional 
Staging areas, Army Records Branch, which includes Air Foree records, has 
transferred its entire function. to General Services Administration, with the e 
ception of certuin sensitive records. Navy, in conjunction with GSA, is con 
tinuing its test of the feasibility of sending those records which e elig 


retirement to GSA records centers instead of to Navy centers. 

With reference to the recommendation that General Services Administration 
Study Government shops for repair of business machines with the view i ha 
ing work done by contract, the Department of Defense is continuing its review o 
Office equipment repair shops. Of a total of 198 shops, 33 have been dis 
2 are in the process of discontinuance, the operations of 1 have been | 
and 55 are in the process of curtailment. The remaining 107 shops are stil 
under review 
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13. PERSONNEL AND CIVIL SERVICE 


Recommendations applicable to the Department of Defense__--.---------- 17 
See TUn I SRICRTOINS CALE BED CU oo pods See ces pene nae eee 5 
Recommendations partially in effect______-_---------_~- saeGhan neers ecads santas ne 
Recommendations requiring no Department of Defense action_- ee 


Section 20, Special Personnel Problems in the Department of Defense, re- 
ports on the program of action designed to strengthen the civilian-military team 
charged with management of support activities within the Department of 
Defense. 


14. PROCUREMENT 


Recommendations applicable to the Department of Defense_._.._____---__- 15 
Recommendations. fully. implemented... .2<...n i se se Se een iue 5 
Recommendations partially implemented____________________._---_-----_- 9 
Recommendations requiring no Department of Defense action_____.----_-- 1 


The recommendation to establish an effective contract pricing policy and 
techniques on a defensewide basis was implemented through issuance of a com- 
pletely new section of Armed Services Procurement Regulations, establishing 
defensewide price negotiation policies and techniques. This is section 3, part 8, 
of ASPR. 

Reference is made to the recommendation that the Secretary of Defense direct 
the establishment of a Department of Defensewide program for streamlining 
the complex routine of contract administration to the fullest extent practicable. 
Within this broad recommendation the Commission suggested a program that 
should include a survey of military departmental practices for controlling sub- 
contracting with a view toward identifying the extent to which these practices 
might place greater reliance upon industry’s judgment without jeopardizing 
proper departmental interest. 

Department of Defense Instruction 4155.9 was published on December 31, 1957. 
This instruction establishes uniform policies and practices among the military 
departments for military inspection of subcontracted supplies when such inspec- 
tion is made at subcontractors’ plants. These policies define the extent to which 
greater reliance can be placed on subcontractors’ inspections and are expected to 
restrict existing tendencies on the part of military agencies to conduct inspection 
at subcontractors’ plants when such inspection is not needed. 

Another step toward improving quality control operations technically is the 
publication of Military Standard 414, Sampling Procedures and Tables for Inspec- 
tion by Variables for Percent Defective, published in February 1958. It was 
prepared to meet a growing need for the use of standard sampling plans in 
procurement, supply and storage, and maintenance inspection operations. 

A proposed Department of Defense instruction directed toward achieving the 
optimum use of industry specifications and standards in the design, development 
and acquisition of supplies and services is in the process of being coordinated 
with the military departments and will then be coordinated with industry. 

The Department of Defense Standard Drawing Practice Committee is develop 
ing a plan for revising and developing new standards to include uniform number- 
ing systems, definitions and terms. A specification is also being developed to 
establish uniform procedures for the procurement, management, and utilization 
of engineering drawings. 

Proposed revised contract termination procedures have been submitted to in- 
dustry for comments. An intraagency committee is undertaking further simpli- 
fication of contract record retention requirements. 

Two contract studies have been completed, one for an index to Armed Services 
Procurement Regulations, and one to disclose existing discrepancies in Depart- 
ment of Defense procurement regulations. A new system has been adopted to 
reduce the time required to issue revisions. 

All procurement assignments have been reviewed and Department of Defense 
instruction 4115.1 has been revised to reflect current assignments and new cata- 
loging data. The Department of Defense procurement assignment for paper 
products has been expanded and the expansion of Department of Defense plant 
cognizance to include the capacity of plants producing guided missiles and aero- 
nautical material in addition to airframes, engines, and propellers is under 
consideration. 

A proposed Department of Defense instruction, Grading for Selective Stock- 
age, is now being coordinated with the military departments. It includes & 
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provision that demand rather than issue experience will be used to grade repeti- 
tive items and requires analysis of essentiality, turnover, and value of inventories. 


15. REAL PROPERTY MANAGEMENT 


Recommendations applicable to the Department of Defense _...__..-__.__.... _ 12 
enemdations filly ii Oech i re ss cae eared 1 
gs 1 ga ee a 5 
Recommendations requiring no Department of Defense action.___________- 6 


Relative to the recommendation that GSA prescribe procedures for uniform 
recording and reporting of real property, a Department of Defense instruction 
requires an annual inventory of real property in quantitative and monetary 
terms. Armed services procurement regulations provide for monetary account- 
ing for industrial facilities, including real property in the hands of contractors, 
These actions provide current information on a continuing basis with full disclo- 
sure pertaining to the operation and management of real property under mili- 
tary control. 

The return to the Department of Defense by General Services Administration 
of the industrial properties and related machine tools of the National Industrial 
Reserve has been implemented. 

The legislation authorizing sale of high-priced property and replacement with 
a portion of the proceeds was incorporated as a separate section in the general 
provisions of the Military Construction, Army bill for fiscal year 1959. 


16. RESEARCH AND DEVELOPMENT 
Recommendations applicable to Department of Defense 


P_eemaations Tally in Geet. 215 cicinkawsiwaiiian cae = 
Recommendations partially in effect_____.___-______ 
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It is considered that all recommendations which could be implemented without 
the necessity for enabling legislation have been implemented. The action pro- 
gram falls into the following significant areas: improved organization, funding, 
operations, and personnel. 

Improved organization 

The offices of the Assistant Secretaries of Defense for Research and Develop- 
ment and Engineering were combined on February 25, 1957. The Assistant 
Secretary of Defense (Research and Development) appointed a Defense Science 
Board to canvass the needs and opportunities presented by new scientific knowl- 
edge for radically new weapons systems. Action was taken to shift the Weapons 
Systems Evaluation Group to a contract operation. 

Department of Defense Directive No. 5120.6, issued April 28, 1955, requires 
review and assessment of the operations and contributions of all committees of 
the Department of Defense and in each of the military departments. The Office 
of the Secretary of Defense and each military department continues to review 
the effectiveness of its consultants annually, at the time of reappointment. 

Reorganization Plan No. 1 of 1956, providing for an Assistant Secretary for 
Research and Development in each military department, was submitted to the 
second session of the 84th Congress. It was considered by the members of the 
reviewing committee of Congress that legislation would be a more appropirate 
tool for providing these positions, and such legislation was introduced in lieu 
of Reorganization Plan No. 1. This legislation died in the committee at the 
adjournment of the 84th Congress. 


Funding 


To promote effectiveness and efficiency in the use of appropriated funds for 
research and development, the Office of the Secretary of Defense assures that 
there is early review of new project proposals, timely interchange of informa- 
tion, provision of technical guidance, assignment of responsibility, and the estab- 
lishment of joint projects and programs. To insure that the mechanisms are 
effective, the authority to withhold appropriated funds has been and will be 
used when such action is determined to be in the best interest of the overall 
defense effort. 

, The Commission recommended that the level of basic research be signifi antly 
increased above $20 million annually. The Department of Defense has applied a 
specific interpretation of “basic research” over the past several years to identify 
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that portion of the research effort classified as basic research for the purpose of 
providing data to the National Science Foundation. On this basis the Depart. 
ment of Defense has reported that the estimated obligations for basic research 
are as follows: 

{In millions] 
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|} Army Navy | Air Force | 











DOD totals 
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Fiscal year 1956.___.__- ae he we 5 s 15 28 
Fiscal year 1957. ..___- ~— Ser eee? 5 9 18 32 
Fiscal year 1958. .-- | 6 9 | 17 32 











Annual increases above the $20 million level are $8 million for fiscal year 1956 
and $12 million for each of fiscal years 1957 and 1958. In addition, as a part of 
“applied research” and “development” effort, there are segments to which the 
definition of motivated “basic research” could well apply. The Defense Depart- 
ment is looking into this situation in order to identify more uniformly and com- 
pletely the level of “basic research,” including where practicable such effort 
when motivated by “applied research” and “development” objectives. 


Operations 


The Department of Defense examines its research and development programs 
to determine whether any research being performed “in house” could be per- 
formed more efficiently by contract. A committee with representatives from the 
military departments and the Office of the Assistant Secretary of Defense for 
Research and Development was formed for this purpose. 

Department of Defense Instruction No. 5030.5 was issued June 30, 1955, by the 
Assistant Secretary of Defense (Research and Development) and the Assistant to 
the Secretary of Defense (Atomic Energy) to clarify and amplify the responsi- 
bilities and procedures within the Department of Defense for providing guidance 
to the Atomic Energy Commission concerning the design and development of 
atomic weapons. 


Personnel 


The Department of Defense has reviewed policies and their implementation 
in the career programs of officers in research and development. Policy guidance 
in the form of Department of Defense Directive No. 1315.5 was issued to the mili- 
tary departments on March 24, 1956, regarding adequate tenure of office. 


17. SURPLUS PROPERTY 


Recommendations applicable to Department of Defense_______-._----------- 17 
SUURIRIOTE TN. TCRTT AEN ON a enc erected mene eee nee 6 
Recommendations partially in effect._._._..._.__._._._-----.--- eset cicecienieceideaaeacce aie li 


Overall progress on the Federal catalog continues ahead of schedule. Of the 
3.606 million gross items estimated to be converted in the entire program, 1.978 
million or 55 percent had been converted by March 31, 1957. 

Simultaneous and exclusive reporting of excess property by inventory control 
points is progressing toward achievement through the worldwide military inter- 
service supply support program, the joint Army-Navy-Marine Corps-Air Force 
agreement on interservice supply support and through the charters of various 
commodity coordination groups. The program requires that each inventory con- 
trol point check its counterparts in the other military services prior to new pro- 
curement and to utilize all economically available Department of Defense assets 
in long supply before authorizing the expenditure of funds for purchases. The 
military services then determine the suitability of the excess property for applica- 
tion to the current requirement. 

The reimbursement policies with respect to property transfers were under 
review in October 1956 and were published in the stock fund regulations in 
December 1956. Stock fund regulations provide for reduced prices in the sale 
of material in long supply (including excess). Simplified stock fund accounting 
procedures for the disposal of excess are being developed. Additional studies 
and reports of other investigating groups in the area of supply utilization now 
point to a broadening of the problem to include the possible impediment of appor- 
tionment controls on all transfers. At the present time improved procedures are 
in process of resolution which will further facilitate transfers of the stock fund 
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property between the military services. It is expected that these policies will 
be published in the near future. 

Significant action has been taken on the recommendation that property be de- 
scribed in commercial language, that ample time be devoted to market develop- 
ment and inspection, and that segregation and lotting methods be improved. Sub- 
stantial progress is being made and will continue in analysis of auction, sealed 
pid and spot bid sales offerings by disposal activities for the purpose of improving 
the merchandising program. 

18. TRANSPORTATION 


Recommendations applicable to Department of Defense___....-......----_- 20 
Recommendations fully accomplished_........_._.-......-...-.-_.._...~- 5 
Recommendations partially accomplished__._-__-._------------------------ 11 
Recommendations for DOD action, not concurred in____-_-_-_--__------_--- 2 
Recommendations not requiring DOD action__------.--------~----------- 2 


Relative to reducing the mileage allowance to a point where there is no 
profit, the investigation completed by the Comptroller General has indicated that 
there has been no general breakdown in existing procedures which would result 
in widespread payment of monetary mileage allowances where Government 
transportation in kind is furnished. 

With reference to improving methods of packing, storage, and transfer of 
household goods, Federal Handbook 16-01 (Preparation for Household Goods 
for Shipment and Storage) will be ready for issue very soon. Arrangements 
made with motor van carriers to transport uncrated household goods on through 
bills of lading have been extended to include areas between the United States, 
Panama, and the Philippine Islands. 

Relative to the study of the feasibility of preauditing freight bills, the Ad Hoe 
Committee on Management Control of Transportation Funds has recommended 
that a post audit be undertaken by the military departments only in those in- 
stances where bill of lading charges paid carriers exceed estimated charges by 
a significant amount, such as $100 or more. The Navy presently follows the 
recommended procedure, and adoption throughout Defense would mean earlier 
recovery by the services from carriers of substantial amounts of transportation 
overpayments. However, since the General Accounting Office would continue 
its rate audit functions and responsibilities under the ad hoc committee’s pro- 
posed plan, a duplicate rate audit would result. The need for further study of 
the problem will be determined upon receipt of the comments of the military 
departments on the ad hoc committee recommendation. 

Significant progress has been made on the recommendation to give more cargo 
to private carriers. For example, since the enactment of Public Law 538 on 
May 29, 1956, approximately 60,000 private vehicles have been carried on com- 
mercial ships. This represents about 55 percent of the vehicles offered to 
Military Sea Transportation Service for carriage. 

On the recommendation to eliminate duplicating air transport services and 
merge with MATS, implementation is continuing on the single manager operating 
agency for airlift services. Under review at various echelons have been such 
matters as concept of operations, organization and staffing pattern, the identifi- 
cation of aircraft by type and model to be assigned, and tariffs. The proposed 
Air Force Manual for Airlift Service, Air Force industrial fund, was approved 
on April 3, 1958. The charter for financing operations of the airlift service of 
MATS was approved on April 12, 1958. 

With reference to the development of criteria for Director of Transportation, 
the Military Traffic Management Regulation will be published shortly. 


19, WATER RESOURCES 


Recommendations applicable to DOD___________________ 
Recommendations partially accomplished 


On all of the recommendations which are applicable to DOD, DOD is partici- 
pating in the development of recommendations of PACWRP. The ad hoe com- 
mittee has met and considered organizational changes which require legislative 
action. A preliminary report has been sent to the President. The committee 
18 considering the President’s recommended changes to H. R. 8750 and also 
sections of Senate Resolution 281. 

By memorandum from the Director of the Budget to the Secretary of Defense 
the Department of Defense was requested to prepare draft legislation providing 
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for the automatic deauthorization within a specified period of time of all 
projects for which no funds for construction have been provided. This proposed 
legislation has been drafted by the Army. Its passage would implement the 
recommendation that all projects declared obsolete or unsound by the Chief of 
Engineers be removed from congressional authorizations. 


20. SPECIAL PERSONNEL PROBLEMS OF DOD 


Becommeniations: applicable to DOD... 5 37 
peneeesaationn Tutty in Greer ee en  eaknwatconeeene 4 


Recommendations partially accomplished 


The major recommendation to increase the tenure of the secretariat has been 
partially accomplished through the following actions: 

Increased compensation, although not as much as recommended by the 
Commission, was provided by Public Law 854, 84th Congress. 

Legislation was drafted and was transmitted to the Bureau of the Budget 
on November 14, 1956, to provide moving expenses to and from Washington. 
Bureau has not fully completed clearance with other agencies. 

A Department-sponsored orientation program for Presidential appointees 
has been continued in operation. The presentation on Organization of the 
Department of Defense is being revised. 

The Deputy Secretary of Defense asked the military department Secre- 
taries to select subordinates at the Presidential appointee level who are 
willing to serve for longer periods. They are also encouraged to observe a 
ladder of promotion. 

On the equally important recommendation to delineate the roles of military 
and civilian personnel, actions have been: 

Service comments have been received on the proposed reporting instruction to 
implement DOD Directive 1100.9: Military-civilian staffing of management 
positions in the support activities. In Office, Secretary of Defense, the civilian- 
military staffing program is now being administered in accordance with DOD 
Directive 1100.8. 

The following actions were taken toward the accomplishment of needed mili- 
tary officer career improvements: 

Armed Forces Regular Officer Augmentation Act of 1956 (Public Law 787) 
enacted by 84th Congress. Services have completed plans as authorized by 
this legislation. Both Army and Air Force have increased their regular 
officer percentages. Army moved from 31 percent, end of fiscal year 1956, 
to 34 percent, end of fiscal year 1957, and Air Force from 18 percent to 20 
percent. The goals are to 36 percent by 1958 and 40 percent by 1963. Navy 
and Marine Corps regular officer structures are already reasonably in bal- 
ance, with 59 percent and 66 percent, respectively. 

On January 14, 1958, the Department of Defense submitted to the Congress 
proposed legislation based on the recommendations of the Defense Advisory 
Committee on Professional and Technical Competence. The proposed legislation 
would effect a fundamental modernization of the military pay system and would, 
among other things, increase substantially the compensation for senior officers, 
as was also recommended by the Hoover Commission. 

Steps toward the accomplishment of needed civilian career charges were as 
follows: 

The Assistant Secretary of Defense (M. P. and R.) has expressed to the 
military departments his support of active use of paid advertising, recently 
authorized by the Civil Service Commission, as -a recruiting tool, and has 
requested that each service coordinate paid advertising to prevent duplication 
by their respective installations. The Civil Service Commission also has au- 
thorized use of a new “plan C” under which on-the-spot recruiting commitments 
for positions in shortage categories can be made. 

A proposed memorandum of basic civilian career development policies and 
procedures for the Office of the Secretary of Defense has been revised and is 
being coordinated. 

Based upon a current survey of requirements for Public Law 313-type posi- 
tions and with concurrence of the Bureau of the Budget, Defense recommended 
to the Congress an increase from 275 to 450 in the number of such positions 
requested in pending legislation. The Senate Post Office and Civil Service 
Committee included this figure in its pay bill. At the request of the Chairman, 
Civil Service Commission, Defense reviewed its supergrade requirements and 
submitted a new figure to Civil Service Commission. 
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Legislation is in the process of coordination in the Department of Defense 
to provide authority for a small civilian reserve below executive level for 
quick staffing of certain positions in an emergency where some previous train- 
ing is essential. 

Steps to improve incentives were as follows: 

The Hoover Commission recommended the development of improved ways of 
providing cost data which will create additional incentives and cost awareness 
in managers. Cost data is being improved on a continuing basis. 

On the recommended extension of decentralized operating budgets to sub- 
ordinate levels of management, progress is continuing on the development and 
improvement of operating budgets as an essential tool in day-to-day control of 
operations. In most cases, some form of operating budget is decentralized to 
the lowest operating levels, although considerable improvements and refinements 
still remain to be accomplished. 

The Commission recommended that work standards be developed where they 
do not now exist; and that standards periodically be reset to provide fresh 
challenges and used for judging comparative performance of like activities. 
An organized cooperative effort with Army and Navy was initiated by the 
Office of the Secretary of Defense on July 22, 1957, to establish an intensified 
industrial fund improvement program for systematic improvement of the man- 
agement and financial control of industrially funded activities. Survey teams 
made up of staff of the Assistant Secretary of Defense (Comptroller), Assistant 
Secretary of Defense (Supply and Logistics), the Bureau of the Budget, and 
the military services are visiting selected pilot installations to undertake a 
joint study to measure attained progress, identify areas which offer opportuni- 
ties for further improvement and to set in motion the work which will con- 
solidate and extend improvement throughout these industrially funded activi- 
ties. 

An OSD-sponsored study is currently being made of operation and mainte- 
nance costs. It is believed that this study will isolate those functions and 
operations which account for the significant difference in operating costs as 
between military departments and will develop tighter standards for the per- 
formance of installation support functions. 


STEPS TAKEN TO ACHIEVE ECONOMY AND EFFICIENCY 


Mr. WicciesworrnH. Also, Mr. Chairman, I have previously re- 
quested for the record statements from the several branches of the 
armed services to bring up to date the information they have given 
us in recent years in reference to steps taken toward efficiency and 
economy. General Moore has just given me that information, ‘and I 


would like to suggest that it be ine luded at this point in the record. 
Mr. Manon. Ve ry well. 
(The statements referred to follow :) 


Steps TAKEN To ACHIEVE ECONOMY AND EFFICIENCY DurING CALENDAR YEAR 1957 
BY THE DEPARTMENT OF DEFENSE 


During calendar year 1957 the Department of Defense continued its efforts to 
effect a high level of economy and efficiency in its operations. These efforts 
have produced many economies, both large and small, and significant improve- 
ments in organization and management. 

During 1957 the Department took steps to speed the decision-making process 
in the rapidly expanding missile field by establishing an office of Director of 
Guided Missiles. The Director, acting with the authority of the Secretary of 
Defense, is able to devote his full attention to the management of the military 
missile development and production programs. This arrangement facilitates 
prompt decisions at the highest level. 

Calendar year 1957 saw a further adjustment in military force levels and an 
increased emphasis on upgrading the quality of our military manpower. With 
the changing character of war and of the weapons with which war is fought 
such adjustments are inevitable. The efficient management of our Military 
Establishment requires that a balance be maintained between numbers of men 
and the capabilities of their weapons. The increasing complexity and destructive- 
hess of these weapons have required an accelerated shift in emphasis from 
quantity to quality in the personnel management of the Department. 
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In the management of its manpower resources the Department of Defense 
took several major actions during 1957. Total personnel, both military and 
civilian, was reduced by 7 percent. As compared to January 1, 1957, on December 
31, 1957, there were 164,000 fewer military personnel, and 129,000 fewer civilangs 
(direct-hire and contract), on the Defense payroll. These reductions reflect 
increased emphasis to control civilian vacancies, to adjust both the support and 
operating forces to new weapons systems, and to continue administrative 
economies. 

In March 1957, the Secretary of Defense directed a 12 percent reduction in 
headquarters personnel in the Washington area. A similar reduction was 
directed by the Secretary in June for selected major subordmate command head- 
quarters outside Washington. These headquarters reductions, totaling over 
14,000 military and civilian personnel, are being met in large part by attrition 
and nonhiring. In August 1957, a 12.9 percent reduction in the Military Assist- 
ance Advisory Groups, worldwide, was ordered. The goal is to be reached by 
July 1, 1958. 

In August 1957, the Secretary of Defense ordered a restrictive civilian hiring 
program in all Departments. The order had immediate effect, for in the last 
5 months of the year new hires, compared to the same period in 1956, were 
reduced by 50 percent. 

The military departments likewise concentrated on reviewing vacancies 
created by retirement. As a result, 11,600 civilian vacancies were reviewed for 
essentiality and of this number 3,800 were not filled. 

In light of technological advances and reduced personnel strength, greater 
attention was given to the need for strengthening the quality of Defense per- 
sonnel, military and civilian. Administrative programs were directed to im- 
proving the quality of enlistees, to retraining surplus skills in order to meet 
shortages, and to increasing the productive time of civilian scientists and 
engineers. 

During 1957, the Department of Defense increased its emphasis on retrain- 
ing programs designed to correct skill imbalances among the various enlisted 
occupations. About 30,000 career personnel have been retrained either in formal 
school or on-the-job programs, mainly from clerical and service jobs into highly 
technical fields such as electronics and aircraft maintenance or to combat leader- 
ship skills in the Army. At the same time, reenlistment standards have been 
modified to assure that only qualified personnel are allowed to continue in mili- 
tary service on a career basis. 

In 1957 the Department of Defense put into effect several of the Cordiner 
Committee recommendations, including a critical review of obligated service, 
the development of retraining programs, the establishment of preficiency pay 
programs, and the development of programs to improve the utilization of civilian 
engineers and scientists. A legislative program based on the Cordiner report 
was formulated for later transmission to the Congress. 

In May 1957, a Defense policy was announced to make uniform among the 
services the length of duty assignments for personnel land-based overseas. 
The new policy is expected to result in substantial monetary savings from such 
changes as reduced movement of personnel and dependents to and from desir- 
able areas; reduced movement of families to overseas areas where the military 
elect a shorter stay unaccompanied by dependents: and reduced use of “space 
available” for dependents not entitled to travel at Government expense. 

The payment of overseas station allowances for dependents of military per- 
sonnel whose dependents are not authorized to join them overseas at Govern- 
ment expense was discontinued June 6, 1957. Allowances formerly paid for 
these dependents have been estimated at $10 to $12 million per year. 

The military services, in June 1957, completed the task begun in June 1956 
of reviewing the records and qualifications of more than 3.7 million Ready 
reservists. As a result of the screening operation, over 1,380,000 Ready re- 
servists were either transferred to the Standby Reserve or discharged. This 
left in the Ready Reserve 2,371,500 officers and men qualified for immediate 
service in a national emergency. 

During 1957, complete procedures for safeguarding classified information 
within the Department of Defense were consolidated in one document. This 
codification eliminated ambiguities and improved all aspects of the security 
program within the Department. At the same time the number of persons 
authorized to classify documents was greatly reduced. These actions are ex- 
pected to result in a classification of fewer documents, with a concommitant 
saving of administrative effort and storage facilities. 
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Department of Defense safety programs yielded positive results and were 
intensified in critical areas. There has been a continuing decline in accident 
rates involving military aircraft and Government-owned motor vehicles. This 
decline has resulted in direct dollars savings and a reduction in lost man-hours. 

In recognition of the ever-increasing importance of research and development, 
the Department of Defense took several steps at various levels to achieve more 
effective control of research and development resources. 

On February 25, 1957, the Offices of the Assistant Secretary of Defense (Re- 
search and Development) and the Assistant Secretary of Defense (Engineering) 
were merged into the Office of the Assistant Secretary of Defense (Research and 
Engineering). This merger provides more effective guidance to the research and 
development effort while eliminating the need for duplicate staffing in certain 
overlapping technical areas. As a result, the authorized personnel strength of 
202 (150 research and development and 52 engineering) was reduced by approxi- 
mately 25 percent. 

A study was instituted to determine the effects of the policies and procedures 
of the military departments upon the utilization of technical manpower by 
eontractors doing research and development work for the military departments. 
Initial efforts are directed toward a reduction of the engineering effort required 
to prepare technical proposals and toward the standardization of engineering 
records. 

The staff of the Armed Services Technical Information Agency was consoli- 
dated at Arlington Hall Station, Va, Formerly, part of the organization was 
located in rented space in Dayton, Ohio, and part at the Library of Congress, 
Washington, D. C. Housing the entire operation under one roof has simplified 
and improved management control. In addition, savings of $100,000 per year 
in rental fees will be accomplished by using existing vacant Government 
facilities. 

Many steps were taken in 1957 to promote greater efficiency and economy in 
the supply and logistics area of defense activities. These include the constant 
review and refinement of the guidance for computing military requirements and 
the promoting of uniform logistic interpretations of strategic plans. The 
requirement for major items of materiel has been reviewed to determine the 
effect of these requirements on such things as Government-owned facilities, 
current procurement programs and the availability of materiel for foreign aid. 
Several short-cut procedures have enabled the Department of Defense and the 
military departments to reduce the workload and the time required to compute 
the requirements for critical materials for basic mobilization plans. 

Considerable progress continued to be made in the single-manager pro- 
grams. All of the assignments have been fully implemented with the excep- 
tion of that involving Airlift Service. The implementation data for the indus- 
trial fund under which this assignment will operate, has been extended to 
July 1, 1958, in order to permit a test run of the pattern to be used. 

Although the single-manager program has been in operation for too short 
a time to permit a comprehensive evaluation, there are certain observations 
which can be made at this time. In the clothing and textile areas, the plans 
of the single manager call for elimination of 8,200 items, greater standardiza- 
tion, reducing inventories by several hundred million dollars during the next 5 
years, and releasing storage space in 33 locations. The single manager for sub- 
sistence is expected to bring additional benefits to the military services in the 
form of price savings resulting from carlot buying—and reduction in trans- 
portation costs through revised distribution patterns and extended use of. satel- 
lite arrangements. In the medical assignment, specific savings have already 
been recorded. To date, 232 positions have been eliminated at saving of $825,000 
annually and a net decrease in inventories of $10.9 million has been reported. 

The Military Traffic Management Agency (MTMA) became fully operational 
July 1, 1957, and has now assumed all domestic traffic management responsibilities 
and functions which were previously exercised by the four military services. In 
the field of traffic management within the United States, the functions which 
had heretofore been accomplished by 4 headquarter offices and 16 field offices have 
how been consolidated into 1 headquarters, 5 regional, and 3 branch offices. 

Negotiations by the Military Traffic Management Agency for adjustments in 
passenger fares and freight rates for commercial air, rail, motortruck and 
bus transportation within the continental United States during calendar year 
1957 resulted in savings of $32 million in total military transportation costs. 

A review of the number of aircraft maintained for administrative purposes 
Within the Department of Defense indicates a reduction of 76 administrative 
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and utility aircraft in the military inventories during the 12-month period ending 
August 31, 1957. This reduction was prompted to some extent by a greater yse 
of commercial air carriers in domestic service. 

During 1957, the Department of Defense moved to encourage the loan of ye. 
hicles to the Post Office Department for the delivery of Christmas mail by de- 
leting the provision which restricted the use of vehicles to an area not beyend 75 
miles of the using post office. This program, at no cost to the Department of 
Defense, saves the Federal Government approximately $400,000 annually. 

Standardization decisions reached among the military departments under the 
Defense standardization program resulted in a reduction of 146,719 sizes, kinds, 
and types of similar items from their respective supply systems. An additional 
30,000 items were designated as not subject to future procurement. Other 
savings include 3,420,216 cubic feet of storage space and 1,807,177 man-hours, 

Further impetus was given to the decentralization of the standardization 
effort, transferring to the military departments certain direct functions for- 
merly performed by the Office of the Assistant Secretary of Defense (Supply 
and Logistics). These funds include the initiation, processing and issuance of 
specifications and standards falling within a single Federal Supply Classification 
class. 

The United States and Canada, under the Defense standardization program, 
agreed on conditions and procedures for listing products of Canadian mann- 
facturers on qualified products lists maintained by the United States Armed 
Services Electro-Standards Agency and for listing products of United States 
manufacturers on qualified products lists maintained by the Canadian Military 
Electro-Standards Agency. The agreement is expected to assist the small- 
business man by providing a method by which he may avoid the expense of 
running his product through duplicate qualification tests—one in Canada and 
one in the United States. 

A 3-year program has been outlined which is expected to increase substan- 
tially the percent of common items among the services, and result in the elimi- 
nation of those with minor and trivial differences. The first phase of this 
program can be accomplished in about 12 months through a short-cut standard- 
ization of housekeeping and administrative-type items, and a refinement of the 
Federal Catalog to identify items which are not planned for future procure- 
ment and those which have been placed on local purchase. 

Other improvements in the supply and logistics area include: 

(1) The institution of a system of publication of revisions of the Armed 
Services Procurement Regulation by composing machine in OASD (8S. & L.). 
This is calculated to reduce processing time by 38 to 110 days and the cost 
by about $7,000 annually. 

(2) A simplified form for use in purchases of $1,000 to $2,500; this should 
reduce administrative cost of such purchases by $25 per procurement action 
and reduce administrative lead-time previously involved in preparing requests 
for proposals and the long form two-party type of contracts. 

(3) On April 9, 1957, there was published in the Armed Services Procure- 
ment Regulations a section on the subject of “Data and Copyrights.” This 
section promulgates uniform policies and rules concerning the technical data 
which Department of Defense Contractors are required to furnish, the rights to 
use such data which the Government should receive, and the conditions under 
which such data and rights should be acquired and paid for. Included in the 
regulations are contract clauses which are the product of about 5 years of 
consultation with industry. They will promote greater efficiency by standard- 
izing and simplifying Department of Defense contracting procedures. 

(4) As a result of continued depot complex studies, 25 storage activities, con- 
taining a total of 29 million square feet of space, either have been or are 
scheduled to be inactivated. 

(5) The development of the Joint Storage and Materials Handling Manual 
was completed during 1957. This manual replaces the separate nanuals on this 
subject which were issued by the several military services. It provides policy 
and uniform criteria and standard operating practices and procedures pertaining 
to materials handling and warehousing matters. It has been made available 
for sale to the public through the Government Printing Oflice. 

(6) Progress on the standardization of supply management forms, instituted 
in July 1956, continued. During the year, the total of DD standard forms for 
supply operations increased to 28, replacing a total of 120 forms formerly issued 
by the military departments. 
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The use of interservice supply support continued tu expand. On December 2, 
1957, the Material Redistribution Division and the Interservice Supply Supports 
Records Office were consolidated into the Interservice Material Utilization 
Agency. This organization will not only screen excess property but will also 
screen, prior to procurement, all interserviceable item requirements of more than 
$500 in the case of central procurement or $2,500 or more in the case of local 
or decentralized procurement. The consolidation of these two activities will 
insure a higher degree of control on concurrent buying and selling. 

A new demilitarization policy for arms, ammunition, and implements of war 
was issued on May 20, 1957, appreciably relaxing requirements for military items 
located in the United States, Alaska, Hawaii, Puerto Rico, the Virgin Islands, 
and the Panama Canal Zone. This directive lists the military items subject to 
demilitarization, the key points to be demilitarized, and the method and degree 
of demilitarization. This policy reduces the hundreds of military items formerly 
required to be demilitarized to a relative few providing economy and efficiency of 
operation, reduced demilitarization costs, and greater returns from sale of such 
items in a uSable rather than scrap state. 

The installation of an automatic data processing system in the central catalog- 
ing organization has provided the means of performing central cataloging opera- 
tions, including the assignment of Federal stock numbers, within 3 days instead 
of 10 days, for items identified by manufacturers’ part numbers. Such items 
constitute more than 50 percent of new items being procured. The Central 
Processing Office in New York which had been processing these data by electric 
accounting machine methods has been discontinued and the operations trans- 
ferred to the Cataloging Division, Office of the Assistant Secretary of Defense 
(Supply and Logistics) with an attendant saving of 165 personnel. 

Conversion to the use of Federal catalog data by the military services is now 
84 percent complete. The Army reported completion of conversion on June 30, 
1957, 4 months in advance of the scheduled date. The Navy has reported 80 
percent of its inventory management systems converted and has scheduled com- 
pletion of conversion by July 31, 1958, or 4 months in advance of the previously 
scheduled date. Progress in the Marine Corps and the Air Force indicates com- 
pletion of conversion by November 30, 1958, and December 31, 1958, respectively. 

The screening and allocation of idle production equipment to direct military 
and defense supporting contractors is a continual process and results in pro- 
curement of new machine tools being kept to a minimum. Redistribution and 
utilization of available idle tools enables these contractors to avoid delays in 
meeting military requirements and has effected large savings in both time and 
money. 

In contrast to the previous practice of extensive Government inspection at 
subcontractors’ plants, it has been decided to restrict inspection to prime con- 
tractors’ establishments whenever adequate quality data on components can 
be obtained at these plants. In addition, new statistical inspection techniques 
designed to provide greater economy in inspection and testing have been in- 
stituted. In many situations, these techniques permit a reduction of as much 
as 50 percent in the number of items tested, with no loss in protection to the 
Department of Defense. 

Arrangements for through shipment of uncrated household goods of military 
personnel by a combination of motorvan and ocean transportation or motorvan 
and air transportation have been established between the United States and 
additional foreign areas (England, Scotland, France, Italy, Turkey, Panama, 
Philippine Islands, etec.). This service results in much earlier delivery and a 
reduction of loss of and damage to the household goods of Department of De- 
fense personnel. 

On October 7, 1957, the Secretary of Defense directed that a comprehensive 
study be made of supply organization and procedures for the purpose of assess- 
ing all programs whose purpose is the integration of supply and logistics systems 
and to plan future steps to improve the integration of such systems. This study 
is considered of prime importance and accordingly its direction has been placed 
under the Deputy Secretary of Defense, assisted by the Assistant Secretaries 
of Defense for Supply and Logistics; Comptroller; Manpower, Personnel and 
Reserve; and the materiel Assistant Secretaries of the military departments. 
It is estimated that the completion of the project will require approximately 
lyear. To date, it has been proceeding according to schedule. 

The Department of Defense continued to refine its real property management 
techniques during 1957. These refinements promise many sigtificunt economies 
for the future. For example, recommended pricing guides were prepared for 
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33 standard-type facilities (i. e., barracks, paving, etc.) to assure uniformity 
and comparability in construction cost estimates. Such estimates will provide 
an improved basis for making management decisions and assist in obtaining 
quality construction at a favorable cost. In addition, definitive studies were 
initiated in such fields as deferred maintenance, technical manning standards 
and maintenance methods in the continuing effort to achieve the most economical] 
level of real property management in the military establishment. 

Arrangements were made for the construction of 2,700 units of family housing 
for United States military personnel at 20 locations in France. The cost of 
this construction will be paid from the proceeds of the worldwide sale of United 
States surplus agricultural commodities, a unique arrangement developed over 
a period of nearly 2 years. 

A review of real property holdings of the military departments resulted in 
initiation of action to declare $836 million worth of property as excess. Efforts 
to assure that holdings will remain in balance with changing requirements are 
continuing. 

The Department of Defense also made substantial improvements in the man- 
agement of the military assistance program. New programing guidance was 
issued on March 13, 1957, to all military assistance advisory groups. This 
guidance will insure that grant aid will be provided only to the extent that 
requirements are in support of highest priority United States objectives and 
ean be effectively absorbed, maintained, and utilized by the recipient country. 
Country capabilities to provide the equipment from indigenous production or 
by purchase will be carefully considered by the military assistance advisory 
groups under the new programing instructions. 

In 1957 a critical and comprehensive review of the reporting and control 
data used in the military aid program was conducted. As a result, some re- 
ports have been canceled, while others have been simplified or otherwise stream- 
lined, thus contributing to great efficiency and improved operations. Calendar 
year 1957 also saw expanded reliance upon mechanical accounting systems 
using electrical data-processing machines in the administration of the military 
assistance program. 

Important progress continues to be made in the development of the financial 
management system. During 1957, for example, the Air Force revised its pre 
vious policy in order to permit the issuance of budget authorizations at the 
highest practicable level within an appropriation. This action, in addition to 
increasing the managerial efficiency of operating commanders, will result in 
considerable saving of time and a marked reduction in reprograming requests. 
The Navy has installed a new allotment procedure for authorizations to its 
field medical activities. This has resulted in the elimination of 137 individual 
allotments and 172 quarterly authorizations. 

The military services continued to extend the use of working capital funds to 
new operations. For example, the Navy added 5 activities to the Navy indus- 
trial fund during 1957 bringing the total of such activities to 52. The Army 
added the Army Pictorial Center, the Army Chemical Center, and the Aberdeen 
Proving Ground, making a total of 23 industrial and comercial-type activities 
operating under the system by the end of 1957. All three military services 
continued to make improvements in the operations of their respective stock 
funds. For example, the Air Force stock fund was expanded during 1957 to 
include additional supplies in the Clothing, Medical, Dental, and General Supplies 
Divisions. During the same period it was able to make a significant reduction 
in total inventories thus facilitating better administration and fund utilization. 
The Army stock fund has experienced a similar development. Since its initial 
eapitalization, through December 31, 1957, over $1.8 billion has been returned to 
the United States Treasury or applied to other accounts as surplus to the needs 
of the fund. This has been accomplished by the reduction of inventories and 
close control over procurement. For all Department of Defense stock fun‘s, a 
total of approximately $4 billion has been rescinded or transferred by the Con- 
gress in lieu of new obligational authority in acting on the budgets for fiscal 
years 1954 through 1958. 

The following statements submitted by the military denartments present more 
detailed accounts of the steps which were taken during 1957 to eliminate waste, 
achieve greater economy and improve efficiency in the management of the Defense 
Establishment. 
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STEPS TAKEN BY THE DEPARTMENT OF THE ARMY TO ACHIEVE 
GREATER ECONOMY AND EFFICIENCY IN CALENDAR YEAR 1957 


Except for one or two illustrations, the examples contained in this 
document have been confined to those improvements arising out of normal 
day-to-day nontactical business-type operations. No attempt has been 
made to include, for example, any of the significant achievements result- 
ing from Army’s research and development effort. 


SECTION I. ORGANIZATION 


1. GENERAL 


During 1957, Army commands and activities took action to improve organiza- 
tional structures and to effect economies at the field level. An example is the 
consolidation of facilities and services of United States Government agencies in 
the Canal Zone, within the armed services, and between the armed services 
and the Panama Canal Company, Canal Zone Government. Fifty-two separate 
items of possible consolidation were studied and significant economies in costs 
and personnel effected through curtailment or consviidation of such facilities, 
services and equipment as commissaries, hospitals, printing plants, and mainte- 
nance and repair facilities. This action was part of the worldwide Department 
of Defense program to eliminate duplication in the military services and to 
reduce facilities to conform to essential requirements. Other illustrations wholly 
internal to the Department of the Army are listed below: 


2. ARMY STAFF LEVEL 


(a) Manning 


A net reduction of 1,519 actual personnel strength was achieved at the Army 
Staff level. This included 255 military and 1,264 civilians. This represented 
an adjustment from a December 31, 1956, strength of 3,629 military and 13,086 
civilian spaces to a December 31, 1957, strength of 3,374 military and 11,822 
civilians. Despite the net reduction, adjustments were made to provide addi- 
tional staffing for new functions and programs of increased emphasis, such as 
guided wissiies planning, research and development, establishment of a Polar 
Research Office in Office, Chief of Research and Development, Capehart housing, 
special intelligence, Reserve Affairs, 


and inspection activities in the Otnce, 
Deputy Chief of Staff for Logistics. 


(b) Committee management program 


Further improvement in the control of the committee operations and simplifi- 
cation of the existing committee structure within the Department of the Army 
was made during 1957. Steps were taken to insure more effective utilization 
of the committee mechanism as an essential part of Army organization and to 
establish procedures for the dissolution of committees with functions which 
can be performed equally well or better by normal staff action. Major emphasis, 
during the year, was placed on internal committees of the Army rather than on 
joint Department of Defense or other external committees as was done in 1956. 
The review of some 400 Army committee organizations resulted in the dissolu- 


tion of approximately 150 and the establishment of more accurate records on 
existing committees. 


3. REORGANIZATION OF UNITED STATES ARMY AUDIT AGENCY 

Prior to July 1, 1957, internal audits (audits within the Army Establishment) 
and contract audits (audits of a contractor’s books and records) were carried 
out as separate programs and by separate organizational entities of the United 
States Army Audit Agency. This arrangement created a gap in complete audit 
coverage. Possible deficiencies of contract administration or some other logisti- 
cal matter within the Army Establishment which were disclosed by contract 
audits were not always fully explored. Similarily, evidence of possible deficien- 
cies by contractors developed through audits within the Army Establishment did 
not always find its way to the contract audit element. 

To close the gap between these two programs, the United States Army Audit 
Agency was reorganized on July 1, 1957, to merge the two programs under a 
Single audit concept. Audits at contractors’ plants were extended to pursue to 
a full and proper conclusion all findings having financial significance to top 


management within the Department of the Army. Audit reports covering mili- 
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tary installations now provide all levels of Army command and management 
an integrated appraisal of financial management and related contracting actiyi- 
ties within the command. 

In the course of this reorganization, the total number of regions of the United 
States Army Audit Agency were reduced from 12 to9. Regional offives formerly 
were located in each of the 6 Conus Army areas, Military District of Washing- 
ton, and in 5 overseas regions corresponding to overseas commands. The former 
San Antonio and Atlanta regions were consolidated into the Southern region; 
the Caribbean regional office was abolished with audit operations to be handled 
by field offices in Panama and Puerto Rico under supervision of a branch office 
of the Southern region; and the Pacific regional office was abolished with 
Hawaii audit operations transferred to a branch office of the San Francisco 
region. Consolidation of technical, administrative and programing respousibil- 
ities at the regional level effected savings in overhead and administrative sup- 
port costs and alleviated a critical shortage of supervisory vuditor personnel 
by reassignment to branch office operations. 


4. ARMY FIELD ESTABLISHMENT 


(a) Active Army combat forces 


(1) Decentralization of authority to Conarc.—In keeping with the Army pol- 
icy of decentralizing authority as far as practicable, the responsibilities of the 
commanding general, United States Continental Army Command were extended 
in April 1957 to full command status over the six Army commands within the 
United States, and the Military District of Washington. Under his new charter, 
the commanding general, United States Continental Army Command has author- 
ity for direction and control of the personnel, intelligence, operation, training, 
logistic, comptroller, and administrative activities of all elements of his com- 
mand, including Army Reserve components. This decentralization of authority 
and responsibility from Headquarters, Department of the Army changes the 
scope of the United States Continental Army Command from that corresponding 
to an Army group to a full-fledged Army field command. Actual assumption of 
the new functions will necessarily be phased in over an extended period which 
began on July 1, 1957. 

(2) Reorganization of combat division2—Within available resources the 
United States Army airborne, infantry, and armored divisions have been re- 
organized to increase their efficiency, mobility, and overall capability-—particu- 
larly in any conflict involving nuclear weapons. All divisions now have some 
atomic capability in their organic artillery. Ground mobility is being increased 
through the use of new and better combat and support vehicles. ‘The airborne 
division will be completely air-transportable when equipment now being pro- 
eured and/or developed is received. The infantry division, with the exception 
of its medium tanks, also will be air-transportable. The divisions have been 
scaled down and streamlined ; several echelons of command have been eliminated. 
Many previously separate administrative and support units have been consoli- 
dated. Special equipment not regularly used by the divisions has been pooled 
at higher headquarters to be made available to the divisions when required. By 
these steps, and with better and more effective individual weapons and equip- 
ment, the effectiveness of combat units and the individual scldier has been 
increased. 

(3) Reorganization of military intelligence units —In June 1957 a reorganiza- 
tion of military intelligence units was approved which centralized all linguists 
in one company of the military intelligence battalion which supports the Field 
Army, facilitating training and permitting flexibility during operations. 

(4) Formation of missile commands.—During 1957 United States Army mis- 
sile commands were organized. This involved both medium commands em- 
ploying CORPORAL, and air-transportable commands with HONEST JOHN 
battalions. These self-contained units make possible the maximum exploita- 
tion of the weapon capabilities with minimum dependence on outside forces for 
administrative support. 

(5) Movement of Mountain and Cold Weather Training Command.—The 
United States Army Mountain and Cold Weather Training Command at Camp 
Hale, Colo., was consolidated with the Arctic Indoctrination School at Fert 
Greeley, Alaska. Although this action accrues an increase in 'TDY costs as a re- 
sult of longer travel time for students, the added expense is more than offset by: 
(1) Inactivation of Camp Hale; (2) savings of 356 personal spaces; and (3) 
elimination of some duplication in training. 
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(b) Depot operations 

(1) Reduction of United States depots—The Army’s goul was to reduce the 
number of United States depots from 73 on July 1, 1954, to 52 on July 1, 1956. 
The Army was ahead of this schedule on July 1, 1956, with a total of 48. Hight 
additional depots and depot activities have been or are currently being 
inactivated. 


Inactivation dates 


Facility | 
| Approved Actual or 
for | expe cted 
epots: . 
Belle Meade General.-_-- Soc i a Se Dee. 31,1958 | June 30, 1958 


Jeffersonville Quartermaster : : } c ae Aug. 31, 1958 Do. 
Aberdeen Ordnance (redesignated a storage activity Jan. 15, 1958)__...__. Sept. 30,1958 | Sept. 30, 1958 
Storage activities 
Curtis Bay Ordnance ells Scatter agence see ai A aia Dec. 31,1957 | Dec. 27, 1957 
Delaware Ordnance ; es re wcucvdcenacconcscacs| SUD. a tees 1 oe 2 ee 
Camp Stanley Ordnance- - -. : =e ilies a eee ee .| Nov. 30,1958 | Nov. 30, 1958 
Boston Quartermaster ‘ pideditnastiiusiaiatahdinit " ---------| Aug. 31,1957 | Aug. 31, 1957 
New Orleans Quartermaster ss side Scie acelin chieaiiadaieiith : do Do. 


(c) Army Reserve 


As the Reserve Forces continued to improve their capability for mobilization 
and deployment, it became apparent that, in order to exercise proper control 
and supervision, the military district system needed revision. During 1956 and 
1957 a plan for consolidating the 49 military districts into 14 or fewer United 
States Army corps was developed. It was approved for implementation in 
August 1957. The primary objective of the corps organization is to improve 
the active Army’s command and supervision of the United States Army 
Reserve and ROTC. An important byproduct of the reorganization is an 
expected reduction in personnel (945 spaces), dollars, and facilities. The pr 
gram was initiated in the Second Army area in September 1957. As of 
December 31, 1957, the status of the reorganization program was as follows: 

(1) XX and XXI United States Army Corps (Reserve) activated in Second 
United States Army (consolidation of eight military districts). 

(2) Nine corps within First, Fourth, Fifth, and Sixth United States Armies 
were authorized for activiation in January 1958 (consolidation of 31 military 
districts). 

(8) Plans for activation of 2 corps in Third United States Army and 1 
corps in Fourth United States Army are awaiting DA approval (consolidation 
of 10 military districts). 


Section II. MANAGEMENT SYSTEMS 
1. AUTOMATIC DATA-PROCESSING SYSTEMS 


(a) Business-type operations 


(1) In 1956, the Army installed six automatic data-processing systems 
(ADPS), all in national supply stock control points, where the volume and 
complexity of data processing created urgent need to reduce processing time 
and also offered opportunity to realize an early return on the investment in 
the way of cost reductions. 

(2) In 1957, 9 more automatic data-processing systems were installed, bring- 
ing the total presently installed to 15 (see list attached). One of those in- 
stalled in 1957 is applied to military personnel accounting and distribution 
functions in The Adjutant General’s Office. This is the initial phase of a 
long-range effort to improve the entire personnel accounting and manpower 
control system throughout the Army. The others installed in 1957 apply to 
supply management of supply accounting operations including four in Conus 
signal supply depots. The latter represent a further step in the overall plan 
for ADPS in the signal supply system which began with the installation of 
ADPS in the United States Army Signal Supply Agency, Philadelphia, Pa. The 
plan calls for complete systems compatibility and increased capability for 


expansion under mobilization and continuity of operations at alternate loca- 
tions in the event of disaster. 
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(3) Several ADPS installed in 1956 have progressed through the period 
of conversion and parallel operations and are beginning to show significant 
eost reductions. For example, the ADPS installed in the United States Army 
Signal Supply Agency in July 1956 has already permitted a reduction of 
$154,000 annually from the projected cost of the same function performed by 
previous methods. Similarly, the new system applied to supply management 
functions at the Quartermaster Center in Richmond has demonstrated a $200,000 
reduction in projected costs over previous operations. 

(4) The Army has been able to achieve consistently the expected benefits in 
systems improvements. The ADPS installed in The Adjutant General’s Office, 
for example, has been providing personnel data on a more timely, accurate, and 
complete basis, with less manpower, than was possible heretofore. Accurate 
armywide officer strength information is available daily, 6 to 10 days after the 
effective date, providing better budgetary and obligation control of MPA funds, 
The system has also permitted unit assignments to USAREUR to be made 
at Fort Dix, N. J., resulting in the elimination of the USAREUR replacement 
depot, reduced transportation costs, and improved morale. 


Inventory of ADPS equipment installed as of Dec. 31, 1957 


Agency, location, and type Date installed Application 
1. Engineer Supply Control Office, St. | January 1956 1. Supply-control studies. 
Louis, Mo.: IBM 650, card operated; 2. Federal stock number conversion, 
magnetic tapes added June 1957. 3. Requirements computations, 
4. Stock-status reports. 


2. QM Data Processing, Richmond, Va 




















IBM 6f0, card operated do ..| 1. Stock-status reports. 
(IBM 650, tape operated) November 1957.) | 2. Requirements computations, 
3. Transaction analyses. 
3. Ordnance Tank Automotive Com- | January 1956....-. | 1. Cataloging. 
mand, Detroit, Mich: RCA | 2, Stock control. 
BIZMAC. | 3. Supply control. 
. 4. Requirements computations, 
4. U. S. Army Signal Supply Agency, | June 1956_.........| 1. Requirements computations. 
Philadelphia, Pa.: IBM 705. } 2. Stock control. 
| 3. Supply control, 
. Military, Clothing, and Textile Supply 
Agency, Philadelphia, Pa.: | 
IBM 650, card operated__.......- ..| October 1956__.... | 1. Supply management (single-manager 
IBM 650, tape operated)_____......| (August 1957.) assignment) clothing and textile. 
6. Transportation Supply and Mainte- 
nance Command, St. Louis, Mo, | 
IBM 650, card »perated _...---| December 1956....| 1. Supply control. 
converted to tape laa October 1957.) | 2. Stock accounting. 
3. Requirements computations. 
4. Related supply functions. 
7. Louisville Medical Depot, Louisville, | January 1957......| 1. Supply-test operation to determine 
Ky.: IBM 306, RAMAC. adaptability of equipment to depot 
| supply accounting. 
8. l’s Office, the | February 1957_....| 1. Military personne! accounting. 
ton, D. C.: IBM 2, Distribution of replacement personnel, 
| 
9. pot, Decatur, Ill.: | June 1957___.....- 1. Supply accounting. 
tie tap 
10. t, Lexington, Ky.: | September 1957 1. Supply accounting. 
1] ignal Corps Depot, Tobyhanna, Pa.: | do ' | 1. Supply accounting. 
ic tape | 
12. Yepot, Sacramento, | October 1957_- | 1. Supply accounting. 
netic tape | 
13. Engir 1intenance Center, Co- | June 1957 tequirements computations. 
lumbus, Ohio: IBM 705 | Stock control. 


. Supply studies. 
Stock-status reports 
Technical data research. 
Mobilization studies, 


nie CORD 


14. U. S. Army, Pacific, Hawaii Army | July 1957 1. Stock accounting. 
Base Command: IBM 650 (magnetie 2. Supply cataloging. 
tape 3. Disbursements and collections. 
4. Civilian payroll. 
5. Civilian personnel accounting. 
6. Cost accounting. 


Appropriation and fund accounting. 
. Supply operations. 


; 


15. Project MASS, 7th Army Stock Con- | November 1957 
trol Center, Stuttgart, Germany: 


IBM 650 (card operated). 
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(bv) Tactical operations 


An electronic automatic data-processing system is being developed fur the 
Army in the field. This system will increase the efficiency of the data collection 
and processing function, and provide more timely information for the commander, 
Eventually, the Field Army automatic data-processing system will connect with 
the systems in use within the continental United States. During calendar year 
1957, a total of 54 analyses of Army functions susceptible to automatic data- 
processing applications were initiated within the United States Continental Army 
Command. ‘These studies, taken with approximately 50 similar analyses being 
conducted by various Department of the Army statis, represent a substantial 
effort to realize increased efficiency and economy throughout the Army structure 
by means of electronic computers and interconnecting communications networks, 


2. THE ARMY COMMAND MANAGEMENT SYSTEM 


During calendar year 1957 the Army command management system (described 
in detail on pp. 180-182 of the hearings before the subcommittee of the Com- 
mittee on Appropriations, House of Representatives, 85th Cong., Ist sess.) was 
extended to all major overseas commands to include the Caribbean, Alaska, Far 
East, and Europe, and became operative worldwide at installation level on 
January 1, 1958. The depot command management system, an element of the 
overall Army command management system, was installed and became fully 
operational on July 1, 1956, in all depots in the continental United States. Ex- 
tension of the system to oversea depots is scheduled for January 1, 1V5s. 

During calendar year 1957, adaptations of the depot command management 
system were extended to all logistics installations and are identified under the 
broad designation, Logistics Command Management System. The installations 
operating under depot and logistics command management system procedures 
include depots, hospitals, arsenals, laboratories, market centers, district offices, 
and terminal commands. 

Based on experience gained since July 1, 1956, in operation of the depots under 
command Management system principles, the Technical Services are establishing 
procedures for review and analysis of data generated and are training personnel 
in utilization of the system at the remaining installations. The Logistics Com- 
mand Management System is expected to be operating as an effective manage- 
ment tool in all logistics installations by July 1, 1958. 


3. REPORTS CONTROL SYSTEMS 


The problem of keeping the reporting workload within reasonable bounds is 
being approached in many ways, including a periodic review of reports and by 
surveys of reporting procedures. Significant progress was made during calendar 
year 1957 to achieve greater economy and efliciency in armywide reporting 
workload. 

(a) Periodic review of reports 

The objective of the review which was started in 1954, is to examine each 
report periodically to find out if it is still needed, could be simplified, consoli- 
dated, or eliminated. During the last year about one-third of the reports were 
determined to require either revision or recission. 

Of 586 reports reviewed in calendar year 1957, 128 are to be simplified and 39 
are to be rescinded. Yearly this review effects significant economics and effi- 
ciencies in the reporting system of the Army. A few examples of economies 
effected by the review during 1957 are as follows: 


Estimated 
Action Report title and originator yearly bene- 
fits 
Recission Unit Payroll Work Summary; Chief of Finance_ $4, 800 
Revision Field Maintenance; Deputy Chief of Staff, Logisties 45, 000 
Recission Carr on Household Goods; Chief of Transportatior 24, BOO 
Do-. Ra : The Surgeon Genera! 8, 800 








a= PC. OT 
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(b) Surveys of reporting 


From survey data gathered, improvements are being made through the proc- 
essing of report changes. Some examples of economies effected by reducing the 
man-hours required to prepare reports are: 





| Estimated 
Action Report title and originator | yearly 
| benefits 
Recission. -__- _.| Dislocation Allowance Payments; Office, Chief of Finance....- canal $37, 500 
Do-__....-----.--| Sick and Wounded Animals; The Surgeon General--.-_--..-- waccna’ 2, 000 
i) — .| Depot Supply Operation; Deputy Chief of Staff, Logisties._......__| 150, 000 
RSE ..| Vehicle Administration and Use; Transportation Corps---.--_--.--.---| 500, 000 





The reductions achieved through the revision or recission or reports have 
made manpower available for other work. Further economies and efficiencies are 
possible and are expected through the Army reports control system. 


4. ARMY MANAGEMENT STRUCTURE 


To achieve uniformity in the functional subdivision of the nontactical opera- 
tions of the Army, the Department of the Army has developed and published the 
Army management structure. The structure, which is based on the Army appro- 
priation structure, is designed to provide a uniform classification of activities 
with standard terminology, definitions, and activity interrelationships for pro- 
graming, program performance and utilization of resources, and for such other 
management purposes as may be prescribed. As such, it will assist in the 
accomplishment of the three basic provisions of Public Law 863, 84th Congress; 
i. e., (@) consistency in budgeting and accounting classifications; (b) maximum 
synchronization of budget classifications with the administrative organization 
of the Army; and (c) support of budget justifications by program performance 
and cost data by organization. 


5. MANAGEMENT SURVEYS 


One of the more productive means employed by the Army to improve manage- 
ment effectiveness is the conduct of periodic management surveys. Such surveys 
are conducted by all levels of command and are normally geared to the par- 
ticular needs of the situation rather than following a prescribed pattern. One 
of the more important of those completed during 1957 was a survey of the class I 
system, which includes most of the tactical operating and training installations. 
activities, and organizations in continental United States. Recommendations of 
the survey are expected to provide greater economy and efficiency in operations 
by better balancing of mission assignments with available resources, reducing 
reporting and control requirements for manpower, and simplifying financial 
management systems and techniques. 


6. MANAGEMENT TRAINING 


The Army continues to provide general and specialized management training 
to military and civilian personnel through Army schools and, where more effective 
and economical to do so, through civilian schools by contractual arrangement. 
Army school training includes management orientation in the regular courses of 
the service schools and colleges; specialized management courses at the finance 
school in comptrollership, budgeting, and related topics; and training by manage- 
ment instruction centers, such as the Command Management School for installa- 
tion commanders, the Army Logistics Management Center for logistics personnel, 
and the Ordnance management engineering training program for industrial 
management personnel. Contractual training at civilian institutions includes the 


Syracuse University Army comptrollership graduate course, and the Toledo 


University financial, supply, and storage management training program. 
Section III. FrnancraAL MANAGEMENT 


A. ACCOUNTING 


1. Financial accounting 


(a) General_—The program for the improvement of accounting in the Army 
has made substantial progress. It is being implemented in phases, the descrip- 
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tion and status of each of which is set forth below. The major areas that re- 
main to be completed are (1) the armywide extension of accrual accounting for 
eosts under all appropriations, and (2) the establishment of fixed asset account- 
ing as an integral part of the accounting system in all operating agencies. 

(b) Accounting organization.—The establishment of a field organization in 
command channels to accomplish decentralized accounting operations under 
modern accounting principles and methods has been accomplished by: 

(1) The establishment of finance and accounting offices at the installation 
level, by organizationally combining the disbursing, payroll and allotment ac- 
eounting functions and instituting a procedural integration involving the prin- 
ciples of double entry bookkeeping and general ledger control. There are ap- 
proximately 265 such installation finance and accounting offices. 

(2) The establishment of headquarters accounts offices in major commands, 
technical services, and other operating agencies having command jurisdiction 
respectively over the installations. There are 21 headquarters accounts offices 
where consolidated agency reports are prepared (from installation feeder re- 
ports) and submitted to the central accounting office of the Department of the 
Army. 

(c) Financial inventory accounting.—All Army inventories (stocks not in the 
hands of troops) are presently under or in process of being placed under financial 
control through either the financial inventory accounting system or the Army 
command management system. The inventories under the financial inventory 
accounting system are reported to the Department of the Army by supply cate- 
gory breakout in a supply management report. 

The estimated value of Army bulk inventories that is not reported under the 
financial inventory accounting system is $492 million, or approximately 214 
percent of the total. Of this amount, approximately $95 million worth of 
inventory is located at approximately 150 small Conus installations. The re- 
maining $387 million worth of inventory is located principally at supply points 
under Seventh Army Command and other overseas sites of retail distribution. 

The inventories not included in the financial inventory accounting system are 
placed under monetary accounting control in conjunction with the installation 
of the Army command management system for use in local supply management 
and cost accounting. Such inventories are of little significance in departmental 
supply management and therefore it is not planned to include them in the 
financial inventory accounting system. 

(d) Accrual accounting for costs (Army command management system) —The 
establishment of an accrual basis for the accumulation of program costs (ex- 
penses) in support of cost-based budgeting is being accomplished as a funda- 
mental part of the Army command management system. With respect to the 
various major appropriations involved, the status is as follows: 

(1) Operations and maintenance: substantially completed 

(2) Military construction: completed in engineer installations, to be extended 
to other installations during fiscal year 1959. 

(3) Procurement and production: partially completed in the Ordnance Corps, 
extension to other technical services is under consideration. 

(4) The program for extending cost accounting to the remainder of “Procure- 
ment and production,” and to other appropriations, is under consideration. Fac- 
tors bearing on consideration of the program include (a) the ability of the field 
establishment to absorb further procedural changes in the immediate future, (}) 
the impact of additional cost accounting and reporting on workload, which in 
turn involves the availability of funds and personnel spaces, and (c) the need 
for modification of existing budgetary and reporting requirements of higher 
authority, to make them compatible with the concepts of cost-based budgeting 
and accounting. : 

(e) Accounting for fired assets—The establishment of financial accounting 
for fixed assets is an integral part of the Army accounting system. The Ord- 
nance Corps has installed financial fixed asset accounting and similar action on 
a limited scale has been initiated by the Chemical Corps and Medical Corps. 
Fixed asset accounting will be extended to other commands and agencies as fund 
and space availability permit the planning and installation phases to be carried 
out. 


2. Working-capital funds 


(a) Army industrial fund.—During the calendar year 1957, the Army: Pic- 
torial Center, the Army Chemical Center, and the Aberdeen Proving Ground were 
brought into the industrial fund system, making a total of 23 industrial and com- 
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mercial type activities operating under the system. Plans are under way to 
install the system in other industrial activities as appropriate. 

A task force was organized by the direction of the Chief of Staff for the pur- 
pose of developing and implementing a program for improvement of manage- 
ment and financial controls of Army industrial funds. The task force includes 
General Staff and technical service members who operate under guidance of 
and with assistance from the Offices of the Assistant Secretary of the Army 
(Financial Management), Assistant Secretary of Defense (Comptroller), and 
the Bureau of the Budget. The task force has completed a pilot examination of 
two arsenals, gathering information concerning the nature and scope of specific 
problem areas and identifying locally installed improvements in procedures 
and management techniques. This information is pow being utilized in the 
development of an overall review of Army arsenal Operations under the Army 
industrial funds. The improved procedures, management, and financial control 
techniques thus identified, will be installed in other Army arsenals as applicable, 

(6b) Stock fund.—tThe fund is chartered for operational purposes into 12 divi- 
sions, including 2 single manager divisions. Each division represents a major 
eategory of technical service material. These operating entities of the stock 
fund procure, store, and distribute material for sale to military departments to 
meet consumption requirements. 

Uniform accounting and reporting criteria were developed and established as 
of July 1, 1957, to provide more simplified and uniform procedures for reporting, 
and to improve the budget presentations. All consumable stock in Army 
depots have been capitalized under the Army stock fund, as well as stocks of 
the quartermaster, medical, and dental supplies at United States stations and 
other supplies at six stations of the Third Army. A test of the horizontal con- 
cept of stock fund management at 9 stations in Third Army has been designed 
and is scheduled for implementation on July 1, 1958. It is designed to simplify 
stock fund procedures at class I installations. The commodity manager con- 
cept, which centralizes responsibility for inventory management on a commodity 
basis, has been applied to stock fund operations. Since initial capitalization of 
the Army stock fund, through December 31, 1957, $1,846 million has been re- 
turned to the United States Treasury or applied to other accounts as surplus to 
the needs of the fund. This was accomplished by the reduction of inventories 
to a more realistic level and closer control over procurement. Accounting and 
reporting are accomplished in a uniform manner to provide data necessary in 
performing budgeting, financial and supply management at all operating and 
staff levels within the Department of the Army. Consolidated reports are sub- 
mitted to the Congress, Treasury Department, Bureau of the Budget, General 
Accounting Office, and the Department of Defense on a periodic basis. 


8. Management fund 


Policies and basic procedures for the use of a management fund for the pay- 
ment of all transportation costs (within the United States) have been developed 
and approved by the Department of the Army. A charter for the project has 
been submitted to the Department of Defense for approval. Operations under the 
management fund, when authorized, will relieve Army installations of a heavy 
burden of detailed reconciliations currently required in connection with payments 
of transportation bills to common carriers. Tangible benefits to an installa- 
tion will include: 

(1) Substitution of a block posting technique in maintaining the installation’s 
allotment ledges with respect to travel and transportation obligations, in lieu 
of detailed posting on an individual transaction basis required under the present 
system in order to permit item reconciliation ; 

(2) Timely liquidation of installation obligations on a regular monthly basis; 
and 

(3) Elimination of the item-by-item reconciliation and the resulting adjust- 
ments at the installation level under the present system. 


4. Improvements in accounting and financial procedures 

(a) Job costing, which had been developed to a high degree by the technical 
services, was virtually eliminated. The more simplitied method of accumulating 
costs under Army command management system was an adequate replacement. 
The number of cost accounts was drastically reduced without sacrificing control 
or information for management. 

(b) Duplicate computation of civilian labor costs, once by the consuming activ- 
ity for costing purposes and again by the Civilian Payroll Branch for pay pur- 
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1s, has been discontinued except in special cases, The Finance and Account- 
ing Office in carrying out its payroll responsibility is equipped to group employees 
by cost detail account and provide the consuming activities with information 
adequate for their records. 

(c) Elimination of daily posting in journals and registers has been accom- 
plished wherever practical to do so. Posting media is accumulated in significant 
divisions of the files and at the end of an accounting period the files are batched 
and taped and entered into the appropriate records. Reconciliation with the 
consumer is accomplished with little difficulty, and the accounting for supply 
costs is simplified with no loss of control. 

(d) Commitment accounting: The need for detailed continuous commitment 
accounting has been eliminated by procedures in the Army command manage- 
ment system. The cost data provided by the monthly cost and performance 
report together with the procurement schedule, will provide those responsible 
with necessary cost and order data during the first 2 months of a quarter. It 
may become necessary during the third month of each quarter to establish an 
informal blotter record of commitments to be assured that cost and fund ceilings 
are not exceeded. 

(e) Bulk apportionment plan, MCA funds: During the past several years, the 
Department of the Army has attempted to attain a bulk apportionment plan 
which would result in more flexibility and efficiency in the use of construction 
funds. Consequently, Bureau of the Budget approved a bulk apportionment 
plan for MCA funds. The revised system was implemented by Department of 
Defense on May 29, 1957, and became effective on July 1, 1957. 

Under procedures in effect in fiscal year 1957, and previous years, specified 
amounts were apportioned for each individual installation and adjustment of 
funds between installations (budget stations) required the approval of the 
Bureau of the Budget. Apportionment adjustment procedures, which were 
cumbersome and time consuming, required numerous apportionment actions and 
often delayed award of contracts for programed items. The revised procedures 
permit the use of funds apportioned on any item in the approved program pro- 
vided station cost totals and unit cost limits prescribed in authorizing and 
appropriation legislation are not exceeded and estimated costs of all items are 
fully covered by apportioned funds. tevised procedures permit faster adjust 
ment of programs to cover cost variations on approved items and should require 
few apportionment actions. 


Section III. FINANCIAL MANAGEMENT 


B. BUDGETING 
1. Cost-based budget 

With respect to cost-based budgets, the statements of principles and policies 
issued by the Bureau of the Budget are being discussed by the staffs of the 
Bureau of the Budget and the Department of Defense. Pending receipt of im- 
plementing instructions, the Department of the Army is initiating formats for 
the congressional budget for the “Operation and maintenance, Army,” appropria- 
tion to be used as a model for illustration purposes during the fiscal year 1959 
presentations. It is planned that the policies, procedures, and formats will be 
completed for the “Operation and maintenance, Army,” appropriation for a cost- 
based presentation to the Congress in fiscal year 1960. 

With respect to other appropriations : 

(a) Many technical service installations operating under the “Procurement 
and production, Army,” appropriation are preparing to use cost-based operating 
budgets. The Army is presently exploring the possibility of requiring all tech- 
nical service installations to prepare and use the cost-based operating budgets 
for this appropriation during fiscal year 1959. 

(b) Operations conducted under the “Preparation for sale or salvage of 
military property, Army,” appropriation are cost-based under the Army com 
mand management system. Cost-based operating budgets are prepared and used 
for these operations. 

(c) It is planned to put “Military construction, Army,” operating budget on 
a cost basis effective with the fiscal year 1959 budget execution program. 

As indicated above, a firm foundation has been laid in the development of cost- 
based budgets. The Army is presently exploring the possibility of presenting 
Congressional budgets on a cost basis for those appropriations enumerated 


above no later than fiscal year 1961. 
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2. Budget structure 


The revised budget structure for the “Operation and maintenance, Army,” ap. 
propriation, which includes 8 budget programs, was implemented at the begin- 
ning of fiscal year 1958. The current structure compares with 16 budget pro- 
grams in fiscal year 1956 and 12 in fiscal year 1957. This change facilitated 
action to establish budgeting and cost bases along functional lines in connection 
with the overall implementation of the Army command management system. 


Section III. FIrnancraL MANAGEMENT 


C. AUDITING 
1. General 


The United States Army Audit Agency continued to provide a comprehensive 
audit service and acconting counsel to the Department of the Army, which serye 
as a protective and constructive service to all levels of command and manage- 
ment. Internal audits of Army installations and activities provided independent 
appraisals of financial, accounting, and related operations as a management tool 
for achieving greater efficiency and economy in financial management. Audits 
of Army contracts provided contracting officers and procurement officers with 
reviews and analyses of contractors’ and subcontractors’ systems and controls; 
examination and verification of contractors’ accounts and records supporting con- 
tract cost representations; and technical accounting advice and assistance in 
the negotiation, pricing, administration, and settlement of contracts and sub- 
contracts. Audits of contracts alone during fiscal year 1957 resulted in benefits 
to the Government of more than $76 million. Costs of contract auditing during 
the same period were only $7,393,000. 


2. Audit findings 


Audit findings and recommendations adopted by command effect significant 
improvements throughout the Department of the Army. Examples are as 
follows: 

(a) Loan of United States Government property to agencies outside the United 
States Government.—An overseas United States Army Command had loaned or 
furnished property valued at $1,239,000 to agencies outside the United States 
Government. Provision for reimbursement for, or recovery of the property had 
not been made. Appropriate procedures were established for the recovery of, 
or reimbursement for this type material. 

(b) Participation by comptrollers in civil-works building estimates.—An in- 
ternal audit revealed that due to local interpretation of regulations pertaining 
to the preparation of budget estimates for civil works projects, the installation 
comptroller did not participate in the preparation or review of these estimates. 
Neither were there any controls maintained by the comptroller over the prepara- 
tion and submission of numerous schedules and other material required by higher 
echelons for use in justifying and defending the budget estimates before the 
Bureau of the Budget and the Congress. Asa result of the internal audit report, 
the Chief of the responsible technical service has subsequently defined the duties 
of the installation comptroller with respect to the preparaiton of civil works 
budget estimates and justifications so that these comptrollers now participate in 
this important activity. 

(c) Uniform allowance (enlisted men) —The examination of the Army cash 
allowance system indicated that the monthly clothing allowance paid to 2-year 
inductees was excessive for replacement requirements. Based on the number of 
2-year inductees in the Army, elimination of these excessive payments would 
result in substantial benefits. Recommendations were made that the cash cloth- 
ing allowance be reduced. Annual payments in December 1956 amounted to 
approximately $75.60 per inductee. Staff action was taken to reduce the annual 
maintenance allowance to 30 percent of the initial allowance and to maintain 
studies to assure a continuing and equitable allowance. The estimated indi- 
vidual allowance for fiscal year 1959 is approximately $59 per inductee for 
annual replacement allowance. As compared to $75.60 which was being paid 
in December 1956, an annual reduction of approximately $16.50 per inductee will 
be effected. 


8. Lateral audits of Army activities 

The United States Army Audit Agency developed and initiated the perform- 
ance of lateral audits of Army activities during 1957. The audit consists of @ 
coordinated armywide examination of financial aspects of a specific function 
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er activity performed by more than one operating agency or command. The 
function or activity may be reviewed either at the time of a scheduled instal- 
lation audit or conducted as a separate review for the purpose of obtaining 
specific information. A composite audit report is issued upon completion of all 
audits designed to represent an armywide sample. Lateral audits in 9 areas 
were initiated during the latter half of 1957, including: Maintenance and re- 
pair shops, contract financing, military pay, cost accounting of industrial funds, 
etc. 


4. Conservation of audit time 


The revised audit approach tested at Fort Benning, Ga., during 1956 was 
extended to all class I USCONARC installations scheduled for audit during the 
first half of calendar year 1957. As a result, these audits were accomplished 
with 4,521 fewer man-days than had originally been scheduled. This was a 
reduction of 23.2 percent from the original estimate. Elapsed time was reduced 
to an average of 77 calendar days despite more comprehensive audit coverage at 
those class I installations formerly audited in fiscal year 1955. 

Extension of this revised audit approach was initiated during 1957. The 
USCONARC audit schedule for fiscal year 1958 reflects a reduction of approxi- 
mately 25 percent over previous man-day requirements and a rigid standard not 
to exceed 90 days elapsed time at an installation. Preliminary work has been 
started to extend the revised audit approach to class II installations. 

5. Improved procedures for audit of cost-type contracts 

A change in Army procurement procedures developed with participation of 
USAAA provides that reimbursement vouchers under cost-type contracts be 
submitted directly to the contracting officer and disbursing officer for payment, 
instead of forwarding to a branch office of the USAAA office for prior provi- 
sional audit approval. Contractors’ cumulative costs are now audited periodically 
at the contractor’s site and interim audit reports are submitted to contracting 
officers. These provide provisional audit approval for all vouchers received to 
date. Definite audit approval in a final closing statement is furnished the con- 
tracting officer prior to processing the contractor’s completion voucher for pay 
ment. Since many individual cost-type contracts generate hundreds of reim- 
bursement vouchers from contractors, the use of approximately 40 man-years 
was avoided by discontinuance of voucher registers and related processing within 
USAAA. Faster payment to Army contractors by approximate reduction of 
10 days processing time will reduce the need for advance payments to contractors. 


Seorion IIIT. FINANCIAL MANAGEMENT 
C. OTHER 
1. New military pay system 


Testing of the new Army military pay system, which began in 1956, was con- 
tinued in 1957. The Army has completed its evaluation and has recommended 
its adoption to the Secretary of Defense. Results of testing indicate potentials 
of internal control not realized with the present pay system. The test also indi- 
cated a specific possibility of a reduction of error rate in field processing. Barly 
availability of accounting information, which is possible under the new system, 
will facilitate management of the new military personnel Army appropriation 
and related budgeting. 

2. Contract financing 


(a) During 1957 a plan for financing contractors under the medicare program 
conducted by the Army on behalf of the entire Defense Establishment was placed 
into effect so as to aid the efficient operation of the program. Prompt payment 
of bills for serviees rendered is a basic concept of the plan. 

(b) Continuing attention is being given at all levels to insure that construe 
tive measures will be taken to facilitate and accelerate necessary contract fi- 
nancing assistance to small suppliers. 


SECTION IV. MANAGEMENT IMPROVEMENT 
1. General 


To insure that improvements in management are not left to chance, Army reg- 
ulations require each nontactical command, service, and agency to develop and 
carry out management improvement plans. These plans call for imbuing all 
personnel With a consciousness of the need for searching oul improvements and 





440 


providing the means for personnel to participate in improvement actions. The 
plans also provide for the scheduling of improvements. Examples of actual] 
improvement are disseminated throughout the Army so that all agencies will 
know about them and can adopt them for their own operations. 

As a result of this planned and systematic approach to management im- 
provement, hundreds of examples are reported to the Department of the Army 
each year. 

A few of the examples reported to Department of the Army have been con- 
densed and appear below. Most of these have been selected because they either 
represent a significant dollar benefit or make it possible for the Army to get 
greater value out of available resources. Some, however, though limited in 
scope or of local interest only, are reported to illustrate the ingenuity with 
which Army personnel develop better ways of doing their work. 

&. Personnel 

(a) Use of reenlistment specialists—In December 1956 approximately 500 
personnel spaces were authorized to be filled by specially trained counselors 
whose job would be to induce personnel to reenlist at the end of their period of 
service. For the first time, a hard core of in-service salesmen was provided at all 
echelons down to and including the battle group level with the sole mission of 
counseling those separatees eligible for reenlistment in an effort to recover them 
for added service. A course of instruction is given to these career counselors 
at Fort Benjamin Harrison, Ind., and by the end of calendar year 1957, almost 
300 officers and enlisted men had graduated from this course. The counselors 
use visual aids in presenting the advantages and benefits of an Army career. 
The use of such aids was demonstrated by a pilot team from the Department of 
the Army which visited all CONUS Army areas, Europe and the Far East during 
1957. Although full assessment of this career counselor concept cannot be made 
at this time, it is felt that the decline would have been sharper in reenlistment 
rates, attributable to increased competition from industry and higher mental 
requirements for reenlistment, had it not been for the offsetting efforts of these 
career counselors. Further, it is believed that the new system when fully 
developed will contribute greatly to the improvement of future reenlistment 
rates. This should reduce the costs of training and increase the degree of op- 
erational effectiveness in the Army. 

(b) Personnel quality.The increasing complexities of a modern Army dic- 
tate that standards of quality of personnel be raised and maintained at a high 
level. Emphasis was placed during 1957 on those procedures that identify and 
eliminate the inefficient and unsuitable individual. These actions include: 

(1) Higher standards for the retention of officers. New regulations were pub- 
lished giving the reasons for eliminating officers, providing better guidance for 
boards which hear the cases, and establishing procedures for identification and 
documentation of the elimination cases. 

(2) A program to eliminate the maximum number of enlisted men who lack 
the potential to perform acceptably. The program is designed to remove 
these nonproductive individuals through application of progressively higher 
standards until the desired level of proficiency is reached. 

(3) Higher enlistment standards. Enlistment and reenlistment standards 
were raised to preclude entry or continued service of the professional privates 
or others who cannot be trained in skills by the Army. 

(c) Procurement of outstanding specialists under project 200.—Department 
of the Army Circular 601-6, dated April 18, 1957, provides for appointment under 
the Armed Forces Regular Officer Augmentation Act of 1956 of up to 200 highly 
qualified individuals as Regular officers who are outstanding specialists. Such 
individuals may be integrated with advance standing on the promotion list and 
given the rank which goes with such standing without regard to previous mili- 
tary experience or service. This procurement program known as project 200 
is designed to attract individuals with high technical skill to the Regular Army 
Officer Corps with compensation and position more nearly the equivalent of those 
enjoyed in civil life in comparable fields. The cutoff date for application for 
appointment under this program was January 1, 1958. As of January 24, 1958, 
approximately 150 qualified individuals had applied for commissions. No selec- 
tions under project 200 have been announced by the Regular Army Specialist 
Selection Board as yet. Based on incomplete data, indications are that the 
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program will result in some gains of critical specialists but wlll fall short of 
the full 200 provided for by law. 

(d) Employment of scientists and engineers.—The Department of the Army 
employs approximately 4,900 civilians in the physical, biological, and mathe- 
matical science categories. In addition, a total of 16,450 personnel are em- 
ployed in professional engineering positions. It is estimated that one-half of all 
scientists and engineers employed by the Department are engaged in research 
and development activities and that an estimated 2,000 are involved in the 
missiles program. 

The Department continues to experience difficulty in keeping pace with its 
need for scientists and engineers because of the general shortage of this cate- 
gory of personnel and the unfavorable salary position of the Government in 
relation to that of private industry. 

Measures taken to overcome the shortage of scientists and engineers in the 
Department of the Army include: 

(1) Full use of higher pay rates authorized by the Civil Service Commission. 

(2) Improved recruitment programs with special emphasis on securing recent 
college graduates. 

(3) Cooperative training agreements with colleges whereby undergraduate 
scientific and engineering students work with the Army during a part of the 
year. Over 700 students from 60 colleges are currently working at 30 research 
and development activities of the Army under cooperative training agreements. 
Upon graduation, these students, because of their Army training and experience 
are exceptionally well qualified for positions at the professional level. 

(4) Contract training of technical and engineering personnel in educational 
institutions and industrial organizations. During fiscal year 1957, 4,765 civilian 
employees received training under contract at a cost of $903,573. 

(5) Adoption of a research and study fellowship program in which the Secre- 
tary of the Army selects outstanding employees to pursue study of research at 
universities or laboratories on projects of value to the Army. This program has 
been well received by our professional employees. As of November 30, 1957, 27 
employees have received grants under this program. 

(e) General educational development.—Each successive level of Army train- 
ing and duty requires a higher degree of understanding than was necessary in 
the next lower level. Education of the type provided in accredited civilian 
schools and colleges increases understanding and raises military performance 
potentials. The Army, therefore, provides its personnel facilities for resuming 
and continuing their general education in such subjects as mathematies, history, 
science, geography, and language. During the calendar year 1957, the program 
of general educational development was strengthened by providing such services 
as counseling and testing so as to assist personnel in preparing themselves 
to fill areas where there are critical shortages of technical specialties. During 
the past year, Army personnel completed 154,231 courses, over 32,000 of which 
were in evening classes of civilian colleges and universities. Over 40,000 men 
achieved the equivalency of high school graduation through tests of general 
educational development (recognized by the American Council on Education’s 
Commission on Accreditation of Service Experience). During a recent report 
period, Army personnel passed 83 percent of their subject examinations and 
achieved a qualitative performance percentage of 88 percent on single parts of 
the 5-part high school and the 4-part college general educational development 
tests. 

(f) Physical examination of enlisted personnel.—In the past, a physical 
examination was not required for reenlistment in the Regular Army providing 
the individual reenlisted within 72 hours of discharge. A change in policy was 
determinted to be necessary to insure a vigorous corps of career soldiers capable 
of meeting the more stringent requirements of modern war. Therefore, all per- 
sonnel desiring to reenlist must now undergo physical examination befort ac- 
ceptance. The change in policy also requires that individuals on active duty 
initially enlisting from Army of the United States, Reserve, or National Guard 
status must undergo physical examination prior to acceptance for service in the 
Regular Army. Previously, such personnel were not required to undergo physical 
examination if they enlisted within 72 hours after separation from active duty. 
During 1957, a separate action also established the requirement for periodic 
physical examination of enlisted personnel. Those individuals who are over 40 
years of age are now required to undergo physical examination annually while 
those under 40 years of age are required to undergo physical examination at 
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least once every 3 years. This action will preclude the possibility of enlisted 
personnel serving for as long as 6 years without physical examination to deter- 
mine their fitness for retention. 

(9) Index of utilization of scientists and engineers.—Maximum utilization of 
profossional skills is the responsibility of management in charge of specific 
missions requiring such skills. For 1 year, Picatinny Arsenal tested a procedure 
for determining degree of utilization of professional engineers. Of about 340 
engineers’ positions surveyed by salary and wage analysts, the average amount 
of time spent on professional duties was 87 percent. The procedure used was 
published for Armywide use in Civilian Personnel Circular 10, April 4, 1957, 
In the same publication, installation commanders were urged to establish 
scientific and engineering skill utilization committees. 

(h) Army uniform program.—During calendar year 1957 the Army took the 
initial steps in implementing its new uniform program which is designed to 
improve the personal appearance of Army personnel. It was thought that this 
change would help attract new personnel of high quality to the Army, and 
retain those already in the service. The first phase of this program was adoption 
of the Army green cap and black accessories as a part of the summer uniform, 
This change was mandatory with officer and warrant officer personnel and 
optional with enlisted personnel pending their transition to the Army green 
service uniform. Since July 1, 1957, new enlisted men entering the Army have 
received one green uniform as part of their basic uniform issue. Current plans 
provide for issue of two green uniforms to new men entering the Army on and 
after October 1, 1958. At the close of calendar year 1957 officers of the Active 
Army were informed that on and after February 1, 1958, they will wear the green 
and blue uniforms, as appropriate. Enlisted personnel are authorized, but not 
required, to wear the blue uniform. On October 1, 1960, the present olive drab 
uniform will cease to be worn. 

(i) Promotion policy—The Army raised the standards in the selection of 
officers for promotion. The “best qualified” method of selecting officers for 
promotion was extended to the selection of majors for promotion to lieutenant 
eolonel. Previously, the use of the “best qualified” method began with lieuten- 
ant colonels being selected for promotion to colonel. The “fully qualified” 
method of selecting officers for promotion, previously used for grades below 
lieutenant colonel, is now used only for selection of first lieutenants to captain 
and captain to major. The difference between the two methods is: (1) For 
“fully qualified” selection, the Selection Board may recommend all officers within 
a zone of consideration who are, in the collective judgment of the Board, thor- 
oughly proficient to discharge the duties and responsibilities of the next higher 
grade. (2) For “best qualified” selection, another requirement is added. After 
all those who are “fully qualified’ within a specific zone are identified, a smaller 
number is recommended from those who are the “best qualified’ within the 
“fully qualified” group. 

(j) Safety program.—The accident-prevention program of the Army is a 
specific effort to reduce accidental waste. It has gradually improved the Army 
accident experience until it compares favorably with the best records of the 
Nation’s industries. Evaluation of results for fiscal years 1956 and 1957, ad- 
justed for changes of strength and activity, indicated direct savings of 164 lives, 
1,100 disabling injuries, 54,500 man-days of work, and $11,900,000 for direct 
expense of injuries and deaths to Army personnel. The indirect or hidden sav- 


‘ings in property damages, work stoppage and investigative time bring total 


benefits to an estimated $60 million. 

This progress resulted from comprehensive planning, effective command effort, 
emphasis on significant problems, and recommended actions compatible with the 
mission. : 


3. Training 





(a) New basic individual rifle marksmanship program—Trainfire I— 
Korea and World War II disclosed serious shortcoming in basic marksmanship 
training of the Army. The full combat potential of the rifleman was not realized, 
primarily for two reasons: lack of accuracy and failure of men to fire in battle. 
One reason for nonfiring was that available and suitable targets were not 
detected. Research to develop a practical course of rifle marksmanship instruc- 
tion which would better prepare the soldier to use his rifle in combat began in 
1954. The overall project was named Trainfire and it was divided in four parts: 
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Trainfire I. Basic individual rifle marksmanship. 
Trainfire II. Squad training, rifle marksmanship. 
Trainfire III. Sniper, advance marksmanship training. 
Trainfire IV. Sniper training with specialized equipment. 

(1) Trainfire I was approved for adoption by the Chief of Staff on May 1, 
1957. Before the close of the calendar year, three training stations had been 
at least partially equipped for training troops under the Trainfire I program. 
Present schedules call for complete implementatlou of the program, both in 
CONUS and oversea commands, by the end of fiscal year 1960. 


5. Procurement 


The Army participated in the development of the new procurement policies 
and. procedures cited previously by the Department of Defense and has issued 
necessary implementing instructions within the Army. Numerous other steps 
were taken by the Army during 1957 to improve the economy and efficiency of 
its procurement operations. Principal among these were the following: 

(a) Procurement policies and procedures.— 

(1) Tighter controls were instituted on the use of letter contracts. 

(2) Closer management surveillance was set up to insure that redetermi- 
nation actions on price redeterminable contracts are accomplished timely. 
Statistics on progress made in this area have been furnished the committee. 

(3) Further restrictions were instituted with respect to approval of authority 
to negotiate contracts under title 10, United States Code, section 2304 (a) (10), 
“impracticable to secure competition by formal advertising.” 

(4) Army procurement inspection policies and procedures were changed to 
emphasize maximum use of contractor’s quality control systems (and quality 
control history), thereby reducing the workload required to be performed with 
Government inspectors. 

(5) More specific guidance was issued to Army procurement personnel with 
respect to the organization and maintenance of contract files. 

(6) The Army Procurement Procedure was revised to prescribe the method 
to be used in evaluating transportation costs in procurement of supplies for 
overseas destinations. 

(7) A new 1957 edition of the Army Procurement Procedure was issued which 
provides for better organization and a closer integration of Army policies with 
those of the Department of Defense. 

(b) Procurement operations.— 

(1) A careful review was made of the Army’s procurement establishment 
which indicated that 25 offices could be reduced in size or scope or eliminated 
entirely as a procurement agency without endangering the base needed for 
rapid expansion in an emergency. The reductions in personnel to accomplish 
these actions began in the latter part of 1957, and by December 31, 263 spaces 
had been abolished. Concurrently, the Army has made considerable progress 
in reducing its floor space requirements for procurement operations. 

(2) The Army has continued its emphasis on the program of stabilizing 
tours of duty of military personnel occupying key procurement positions and 
has made substantial progress in the past year. 

(3) The Assistant Secretary of the Army (Logistics) resumed the program 
of holding field procurement conferences with contracting officers and other 
members of the Army’s procurement teams. These conferences have done much 
to insure closer integration of effort on the part of the Army’s policymaking 
and operating personnel in the procurement field. 

(2) In Trainfire I, the trainee first fires to familiarize himself with his 
Weapon on the 25-meter range (formerly the 1,000-inch range). He progresses 
to the 75-meter range where he zeroes his weapon. Once zeroed, this setting is 
used for the remainder of the course. The trainee then proceeds to the field 
firing range where he is introduced to the pop-up target. Each lane of the 
field firing has a pop-up target placed at distances of 75, 125, and 175 meters. 
The targets have a built-in “killable” device and fall when hit, thereby giving 
the trainee the immediate satisfaction of knowing that he hit what he fired at. 
Concurrent with his practice firing, the trainee is taught to detect hostile per- 
sonnel targets, use reference points, and estimate ranges. The final stage of 
training takes place on the proficiency where each trainee fires at a total 
of 56 targets in 4 different lanes. Targets will pop up unexpectedly at ranges 
between 50 and 350 meters, amid natural surroundings, and will remain visible 
for only a few seconds. This type of marksmanship training will better qualify 
the rifleman for combat than did the use of known distance ranges, although it 
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should be noted that certain requirements still exist for a limited number of 
known distance ranges. 

(b) Savings resulting from the use of training devices.— 

(1) It is both impracticable and financially prohibitive to fire sufficient opera- 
tional missiles to insure adequate training. After six months use for training, 
a REDSTONE missile cannot be repaired without complete and expensive 
overhaul. A training device has been developed through Army participation at 
the Naval Training Device Center, known as the FUPA (fire unit proticiency 
analyzer), which simulates complete tiring, can be used repeatedly and has a 
life expectancy of 5 years; cost is less than one-half of the missile. 

(2) Another missile simulator is the radar target simulator device 15DZ, 
now in procurement, Which simulates aircraft targets, jamming effects and 
fires any number of simulated Nike missiles. Use of this device saves the cost 
of actual missiles and flying airplanes as targets by the Air Force. 

5. Supply and maintenance 

(a) Army field stock control system.—During calendar year 1957 the Army 
completed the installation of the Army field stock control system, which re- 
moves from installation stocks those items of supply which are in demand legs 
than 3 times in 6 months, except for standby items. ‘The installation of the 
Army field control system at class I installations in the United States com- 
menced July 1, 1956, and was completed by March 1, 1957. It was completely 
installed in CONUS class II installations and overseas by December 31, 1957. 
The ordnance project 170, forerunner of the Army field stock control system, 
resulted in reduction of ordnance items at installation level by 50 percent. To 
date approximately 30 percent of the line items of the other technical services 
have been removed from station stockage lists. 

(b) Project MASS (modern Army supply system).—Under project MASS, 
replenishment of fast-moving stocks to overseas field armies is provided within 
a drastically reduced order and shipping time cycle. Stocked items are pro- 
vided by CONUS depots directly to a field army in less than 60 days from the 
preparation of the requisition, as compared to 150 days under the older system. 
Slow-moving items are stocked in Conus depots only, and are shipped directly 
to the using unit. The concepts of selective stockage, single line requisitioning, 
and direct delivery of repair parts to support an overseas field army, as treated 
in project MASS, have proven to be sound and workable. This method of 
improving distribution of supplies was first tested in 1956 between logistic 
installations in the United States and the Seventh United States Army in 
Europe. 

The success so far obtained with project MASS has justified its expansion. 
It was extended in 1957 to include the communications zone USAREUR, on an 
integrated basis. Appropriate elements of the system are being extended to 
USARPAC during 1958. The use of data transceivers accounts for a great por- 
tion of the reduction in order and shipping time accomplished with project 
MASS. The Army has virtually completed the installation of a network link- 
ing the oversea commands with the major CONUS supply activities, and will 
complete this phase of the program and broaden the use of this equipment 
during 1958. 

(c) Self-service supply centers.—Distribution of expendable supplies on a 
self-service “supermarket” basis was successfully tested at Fort Lee, Va., and 
Fort Lewis, Wash., during calendar year 1956. The system proved to be a 
much more rapid, economical, and efficient method of distributing expendable 
supplies at posts, camps, and stations than the old system of submitting requi- 
sitions and then waiting for the items to be found and delivered. The system 
has now been extended’ to many class I, II, and III installations. There are 
now 54 self-service supply centers in operation in areas where the volume of 
retail supply transactions warrant their use. This system has eliminated much 
paperwork as it permits each requisitioner, i. e., each customer, to select and 
carry out his own supplies as is done by the customers at the modern super- 
markets. 

(d) Local purchase procurement.—The Army has reduced the workloud ob 
the wholesale supply system by (1) requiring posts, camps, and stations to buy 
many of their supplies from local stores, and (2) increasing the volume of 
supplies that are delivered by the vendor direct to the user. This latter pro 
cedure eliminates the shipping of supplies to a warehouse as an intermediate 
point. Thirty percent of the dollar value of all stock fund items procured dur- 
ing 1957 were shipped directly from the producer to the ullimate consumer or 
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to ports of embarkation. In addition, 24 percent of the stock fund items used 
at post, camp, and station level were purchased locally. Accordingly, about 
54 percent of the dollar value of all stock fund issued in 1957 bypassed the depot 
system. 

(e) Elimination of charges for shipment of empty cargo transporters.—Cargo 
transporters (CONEX) are used to ship certain items to Alaska. These trans- 
porters must be returned to the continental United States, and previously were 
shipped to the Seattle Army Terminal at a cost of $41 each. After a careful 
cost analysis by the Transportation Office, United States Army, Alaska, these 
transporters are being used as containers tor third- and fourth-class mail on 
their return trip. This results in no cost for shipping the transporters as they 
move without charge when shipped as containers for cargo. 

6. Armywide activities 

(a) Records administration.—The Department of the Army has an aggressive 
program for the economical and efficient management of its records. This pro- 
gram not only provides efficient filing practices and standards for the destruc- 
tion and retirement of records, but it also provides controls over the creation 
and transmission of records. Following are some of the more important accom 
plishments during the last year: 

(1) More than 1 million linear feet of valueless records were destroyed and 
more than 330,000 linear feet of other records were transferred to low-cost space 
and equipment in records centers. These actions released for further current 
use space and equipment with a replacement value of more than $10 million. 

(2) During the year intensive training in correspondence management was 
conducted throughout the Department of the Army. The techniques of develop- 
ing and using form and guide letters were taught, as were techniques for 
preparing more effective written communications. 

(3) A comprehensive regulation was issued on the management of mail. 
The regulation provides uniform procedures for sorting, routing, classifying, 
controlling, time-stamping, and dispatching mail. These procedures will ex- 
pedite the flow of mail and reduce the cost of its handling. 

(b) Discontinuance of disciplinary barracks.—The population of 5 United 
States disciplinary barracks in the United States decreased to the point that 
2 could be discontinued. The United States Disciplinary Barracks at Fort 
Gordon, Ga., was closed during April 1957 with a resulting saving of approxi- 
mately 570 military spaces, 100 civilian spaces, and estimated monetary benefits 
of about $400,000 annually. During December 1957 the discontinuance of the 
United States Disciplinary Barracks at Fort Crowder, Mo., and the concurrent 
inactivation of Fort Crowder were announced. This action, to be completed 
by January 31, 1958, will result in a recovery of approximately 625 military 
personnel and 300 civilian spaces and monetary benefits of approximately 
$1,200,000 annually. A combination of factors are responsible for the reduced 
prisoner population. Most notable among them are personnel policies which 
result in fewer courts-martial, and the preventive effect of a series of personnel 
quality improvement actions which result in the separation of incident-prone 
individuals prior to reaching the stage where disciplinary action is required. 

(c) Official mail—By agreement with the Post Office Department, the Depart 
ment of the Army on July 1, 1957, discontinued the system of prepaying postage 
on official mail. In lieu of this cumbersome and costly system, the Post Office 
Department is now reimbursed once each quarter. Substantial savings have 
resulted with this new procedure by the elimination of: elaborate reports; the 
purchase of postage stamps: the administration of postage stamp accounts; 
and the computing of costs and affixing of postage. 

7. Reserve components 

(a) Transfers to the Standby Reserve—Department of the Army directed 
that by July 1, 1957, the Ready Reserve be reduced to its authorized strength of 
1,448,000. This obligated the military districts to screen over 1 million records 
to determine which individuals would be included wthin the 700,000 excess 
transferred to the Standby Reserve. 

This requirement, under the criteria existent at that time, meant that each 
record had to be manually screened for the individual’s qualification for transfer 
To ease the impact on the field agencies, the ACSRC established that all per 
sonnel who had entered the Reserve prior to June 1, 1953, would be arbitrarily 
transferred to the Standby Reserve. This cutoff date materially reduced the 
workload and saved thousands of dollars and increased the accuracy of the 
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screening on the remaining records. The effective screening of the remaining 
records assured that the Ready Reserve would have a positive basis to establish 
recurrent screening to preclude large attrition in the event of mobilizaton and 
to insure proper balance of military skills and grades. 

Coordination was effected by OACSRC with Office, Director of Selective Sery- 
ice, to waive the customary procedure of filling out a special form (DD Form 
889, Information for Selective Service on Individual Standby Reservists). This 
information was provided the Director of Selective Service through the medium 
of special orders which ordered the individual’s transfer to the Standby Reserve, 
This procedure, in effect during the screening period, saved time and money on 
700,000 transfers as 1 clerk can accomplish approximately 15 forms per day. 

(b) Transportation of reservists to and from summer training sites—In the 
past travel by private automobile was the usual mode of transportation for 
reservists to and from summer camp. ‘Each individual driving a privately owned 
automobile was paid at the rate of 6 cents per mile. Late arrival at training 
sites was experienced at a loss in training time. Accident risk was increased by 
each additional private vehicle on the highways. It was decided by Head- 
quarters, Third United States Army that group travel by commercial carriers 
be made mandatory for all units with 15 personnel or more. Use of private 
vehicles was authorized for a maximum of 10 percent of unit strength plus 7 
percent for advance and rear detachments. Authority was obtained from the 
Military ‘'ransportation Management Agency, Washington, D. C., to make ar- 
rangements. Travel costs this year will average approximately 3.5 cents per 
man-mile as against 6 cents for last year. The total estimated annual benefits 
are $513,000. In addition, units received training in traveling as a unit, and 
accident rate was reduced. 

(c) Quality of enlistees in Army Reserve——PFEffective April 9, 1957, all non- 
prior service enlistees who had not successfully completed their third year of 
high school were required to attain a percentile score of 21 on the appropriate 
Armed Forces qualification test instead of the previously required score of 10. 
This action serves to increase the quality of enlistees in the Army Reserve. 

(ad) Earlier issuance of orders for ROTC graduates.—In August 1956 the 
Office, Deputy Chief of Staff for Personnel, initiated major changes in procedures 
for ordering ROTC graduates to active duty and active duty for training. As 
a result, all instructions necessary to begin issuance of orders to the majority of 
prospective ROTC graduates scheduled for active duty and active duty for 
training in fiscal year 1958 had been dispatched to major commanders by January 
28, 1957. By March 15, 1957, with minor exceptions, ROTC graduates scheduled 
to receive their commissions in June 1957 had received their orders or official 
notification as to their branch assignment, entry date, and period of active 
service (an improvement of approximately 2 months over previous years). 
Earlier notification of the starting date and duration of his period of active 
service places the prospective ROTC graduate in a more favorable position 
for negotiations with prospective employers, and permits him to make timely 
arrangements in connection with such matters as residence, financial arrange- 
ments, and other personal affairs. It is expected that this improvement will 
enhance the attractiveness of the ROTC program and encourage greater support 
from ROTC institutional authorities. 


8. Operation and maintenance of facilities 


(a) Radio-controlled motor-pool cars.—Several of the larger Army installa- 
tions experienced difficulty in providing adequate personnel and cargo on-post 
transportation due to loss of control over vehicles after being dispatched from 
the motor pool. The number of passengers carried per vehicle-mile seemed 
low and waiting time for transportation was frequently great. After a careful 
methods study, radio sets were installed in the sedans. Instructions are con- 
veyed instantly to sedan operators wherever they may be on post. This system 
has enabled the posts to reduce the number of vehicles required by as much as 
50 percent, while simultaneously improving the quality of the service. At 
two posts only (Fort Rucker, Ala., and Fort Jackson, S. C.) the estimated annual 
benefits from this improvement are in excess of $12,000. 

(b) Custodial services—In the past it has been customary for the Army 
to provide its own custodial services at Army-owned installations. At those 
installations where it is feasible to do so, the Army is now attempting to provide 
such services through contractual arrangement. At three specific installations 
(Navaho Ordnance Depot; Aberdeen Proving Grounds: and United States Army 
Engineer District, New Orleans) the Army was able during 1957 to effect satis 
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factory contractual arrangements for specified custodial services which will re- 
sult in an estimated dollar benefit of more than $150,000 per year. 

(c) Lumber reclamation——At Sharpe General Depot, Lathrop, Calif., the in- 
creased cost of new lumber, the scarcity of supply, plus emphasis on reduction 
of costs of operating supplies, resulted in a local policy to use reclaimed lumber 
wkenever practicable. Before the improvement considerable reclaimable lumber 
was being disposed of through the property branch for firewood. Renewed em- 
phasis to reclaim lumber within available manpower resources resulled in 
1,891,000 board-feet being reclaimed for a benefit of $113,970. 


STEPS TAKEN BY THE DEPARTMENT OF THE NAVY DURING 
CALENDAR YEAR 1957 TO ACHIEVE GREATER ECONOMY AND 
EFFICIENC) 

A. ORGANIZATION 


1. Naval Aviation Medical Center established 

A significant milestone in the development of the Navy’s aviation 
training, research, and practice was reached on April 30, 1857, with the commis- 
sioning of the new United States Naval Aviation Medical Center in Pensacola, 
Fla. The center was established to coordinate under one command the clinical, 
training, and research functions of the United States Naval School of Aviation 
Medicine and the United States naval hospital, both located at the naval air 


medical 


station, Peusacola. The unified command is expected to bring about operating 
economies, better utilization of skilled medical personnel by creating a pool of 
such persons aVailable for all the functions of the center, and 


more effective 
administration. 


- Corre spondence course center relocated 


The operation of the correspondence course center at the United States naval 
base, Brooklyn, was inefficient 


and uneconomical because of lack of adequate 
warenouse-type storage space; 


the low floor load capacity, thereby preventing 
the use of laborsaving devices such as fork-lift trucks, and conveyors; and the 
poor civilian labor market. The center was moved to the naval supply depot, 
Scotia, N. Y., during June 1957, with the result that 15 civilian and 33 military 
billets were eliminated, and increased efficiency was made possible. 


3. New organizational concept for naval supply centers 


The Bureau of Supplies and Accounts has developed und is installing a new 
organizational concept for Daval supply centers. The basic objective of this 
reorganization is to promote economy in operation without impairing the execu- 
tion of assigned missions. This will be accomplished by disestablishing the 
several Semiautonomous component supply depots and reorganizing along func- 
tional lines through a consolidation of similar functions. Preinstallation anal- 
ysis indicates substantial savings can be realized under the new organization. 


}. Program management in Bureau of Aeronautics 


The Bureau of Aeronautics devoted considerable effort during the year in 
improving program management of weapons systems. The program manager 
concept was adopted in the Bureau late in 1956 to implement recommendations 
of the Ad Hoe Study Group on Manned Aircraft Weapons Systems (the Robert- 
son Committee) and of previous study groups (the Libby Board and the Dixon 
Board). Under this concept, program managers have been assigned the respon- 
sibility for comprehensive planning, coordination of the establishment of the 
earliest realistic weapon system fleet delivery date. and monitoring the execu- 
tion of the overall program. The planning responsibility includes the formn- 
lation of a master plan of schedules and of funding. The master schedule is 
the result of the integration of detailed engineering, flight test, production, 
facility, and support schedules, and includes the fleet delivery target date. ‘he 
master funding plan reflects the composite funding required by the master 
schedule and includes expenditure curves which reflect the phased engineering, 
production, facility, and support efforts. Although the program manager does 
not have direct authority over the functional divisions, he is able to obtain the 
required phased effort by means of weapons systems directives which promul 
gate the master schedules, the fleet release date, specific division actions re- 
quired to keep the program in balance, and by means of close monitorship of 
programs at selected control points. In general, the 


prograti Inanager is the 
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focal point responsible for the overall program and for coordinating any sched- 
ule or funding changes. 
5. Planning and control procedures at laboratories 

A laboratory workload administration project was initiated in the labora- 
tories under the management control of the Bureau of Ships. The serious 
shortage of scientists and engineers coupled with the ever-increasing rate of 
technological advances has made it imperative that the Bureau seek all pos- 
sible means of achieving full utilization of the scientific and engineering talent 
available. With this as an objective, the Bureau has established a project to 
determine what administrative procedures might be introduced to improve the 
effectiveness of its laboratories. Intensive study and on-the-spot visits to all 
of the laboratories have provided information on the possible degree to which 
planning and control procedures may be applied to research and development 
work. <A pilot installation embodying improved practices is planned for opera- 
tion at one of the laboratories. If it is successful, as anticipated, more effee- 
tive management practices providing for more efficient utilization of scarce 
scientific manpower will be in operation eventually in all laboratories. 


6. Navy area audit offices 


A revised geographic area plan for audit responsibility has been effected for 
the 11 area audit offices. This action has improved audit operations and reduced 
travel time requirements. As additional staffing is accomplished in internal 
audit, further reductions in travel requirements will be realized. 

7. Reorganization of Navy Training Publications Center 

The Navy Training Publications Center, Washington, D.C., previously operated 
under an organizational pattern consisting of a Director, an Assistant, an 
Administrative Services Department, and a Training Publications Department 
with eight divisions thereunder. A reorganization was effected which resulted 
in the disestablishment of the Administrative Services Department, and created 
four departments in lieu of the Training Publications Department. As a result 
of this reorganization, better utilization of both the assigned military and 
civilian personnel has been realized ; the officer in charge has been provided with 
an adequate advisory staff to carry out the missions of the activity ; the Division 
Directors are enabled to spend the major part of their time in writing rather 
than in supervising: military personnel are now utilized as both writers and 
technical advisers; and production and review procedures are streamlined. 

8. Management engineering organizations established 

Management engineering organizations were established at 17 naval aeronanu- 
tical shore activities. The establishment of these organizations provides the 
commanding officer with staff assistance to perform systematic and continuing 
management reviews and to assure optimum utilization of modern industrial 
and management engineering techniques. 

9. Industrial area security, Camp Lejeune 

The industrial area security at Marine Corps Base, Camp Lejeune, consisted 
of 6 walking posts and 1 service club post which required 29 enlisted marines 
daily. The 2d Marine Division also had 6 walking posts requiring 18 men 
daily in the industrial area. A management survey was conducted and the 
following improvements made: 2 mobile patrols, consisting of 2 marines each 
using radio equipped vehicles replaced the 6 walking posts. The fire watchtower 
was relocated to the magazine area, eliminating one sentry post while the 
civilian fire watch is on duty. The installation of cyclone fence aud illumination 
in the motor transport lots of the 2d Marine Division eliminated the six walking 
posts of the 2d Division. The savings realized consists of the more efficient 
utilization of personnel. 


10. Planning departments, naval shipyards 


The organization of the design divisions, planning departments of the United 
States naval shipyards was revised in order to provide: a stronger “project 
engineering or project coordinating” role in the operation of the Design Divi- 
sion. formalized workload planning and control system for design work, and a 
broader supervisory coordinating influence. This revision of the Design Divi- 
sion provides a more flexible organization to effect maximum uJilization of en- 
gineers and to further the systems engineering approach. 
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11. Rewarehousing program at Camp Lejeune 

The Warehousing and Cycle Inventory Section of the Bin Storage Secticn of 
Supply Company, Automatic Supply Distribution Battalion at Camp Lejeune, 
were often overlapping and duplicating effort in the rewarehousing program 
necessitated by the consolidation of the fleet stock account. The Warehousing 
and Cycle Inventory Section composed of 1 officer and 6 noncommissioned officers 
formed 3 teams to identify and inventory material. Each team accomplished 
approximately 250 line items per day for a total of 750 line items. The Bin 
Storage Section, composed of 2 staff noncommissioned officers and 8 privates 
established and recorded bin locations and stored material. The Warehousing 
and Cycle Inventory Section and the Bin Storage Section were combined to form 
8 teams; euch team identifies, inventories, and establishes the bin location for 
line items in 1 operation. The new System pre mits processing ol 
9000 line items per day. The original estimate of 5 months 
ect is now revised to approximately 2 months. 


approximately 
to complete the proj 


12. Hospital Admu istration Division established 


The growing complexity of the field of administration of hospitals has indi 
cated for soime time the need for a separate organizational component within the 
Bureau of Medicine: and Surgery for dealing with problems related to the non- 
professional aspects of hospital administration. Accordingly, a new division 
the Hospital Administration Division—was established to meet these needs. It 
is anticipated that this new Division will bring into focus problem areas of n- 
eral interest to all activities managed by the Bureau, that it will contribute to 
their better understanding, and that it will coordinate their resolution. As it 
completes the necessary research to determine the best systems, methods, and 
labor-saving devices, the Bureau will initate their installation 
hospitals. 


¢ 


in the naval 


13. Organization and procedures in naval districts 


A survey of the Naval Reserve and training departments and the personnel 
departments was completed at selected naval district headquarters. This survey 
was conducted in order to isolate the superior organization patterns, methods, 
and procedures in effect at the various naval district headquarters and to in- 
stall them, along with other innovations, at all naval district headquarters to 
provide increased efficiency and the maximum possible standardization. Revised 
organization patterns, a realinement of functions, and several major procedural 
changes were recommended. Implementation of the recommendations was begun 
in one naval district headquarters in November and is continuing. The increased 
efficiency which will accrue will not be realized in full until the transition from 
the old system has been completed and the new system has been in operation 
for a reasonable length of time. It is anticipated that these changes in organiza 
tion and procedures will be implemented in other naval districts in 1958. 

1}. Audit work measurement program 


A revised, integrated work measurement program for the Navy area audit 
offices was established. The program improved the system previously in effect 
in contract audit and established a reporting system for internal audit. It has 
as its purpose the proper development and use of work measurement to supply 
various levels of management with data useful in evaluating performance, iden- 
tifying management problems on a timely basis, and improving work procedures, 
all of which have resulted in achieving greater economy and efficiency in the 
administration of the Navy audit program. 

15. Hydrographic Office 


The consolidation of electronic and mechanical engineers and technicians, to- 
gether with associated test equipment, machine tools, and facilities has brought 
about an increase in the efficiency and versatility in the instrumentation opera- 
tions of the Hydrographic Office. In addition, organizational audits leading to 
minor reorganizations and redistribution of work resulted in offsetting requests 
for additional supervisory personnel. 


16. Office of Chief of Naval Operations. 


An Assistant Chief of Naval Operations (Research and Development) has 
heen established on the staff of the Chief of Naval Operations to more effectively 
toordinate the various aspects of research and development with relation to 
operational requirements. In addition, a Chief of Anti-Submarine Warfare 
Readiness is being established on the staff of the Chief of Naval Operations to 
place more emphasis on the readiness aspects of antisubmarine warfare. 
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17. Establishment of inventory crew at Barstow 

The establishment of a complete inventory crew permanently assigned to the 
Inventory Section, Marine Corps Supply Center, Barstow, at such a manning 
level that no additional personnel are required to accomplish the workload 
anticipates that approximately 35,000 man-hours per year, or the full time of 18 
workers per year will be saved; during the period from March 1956 to June 
1957, 9 groups were inventoried with an expenditure of 80,750 man-hours of 
which 70,975 man-hours were borrowed from the warehouse staff for the purpose 
of taking inventory. The anticipated savings are based on replacement of the 
presently borrowed 34 personnel with a regular crew of 16 men in addition to 
those now attached to the Inventory Section. In addition to these direct savings, 
intangible benefits will result from a reduction of the time that inventory wil] 
interfere with regular receipt and issue processes. 
18. Comptroller organization at aviation activities 

Comptroller organizations at 22 major aviation activities were revised to 
integrate additional financial management functions and to assign staff depart- 
ment status to these organizations. In addition, standard organization charts, 
alined with functional statements of responsibility, were prescribed for use 
by comptroller departments and offices. 


B. FINANCIAL MANAGEMENT 
1. Budget 

(a) Revised funding procedure in Bureau of Supplies and Accounts.—A new 
procedure for requesting funds and reporting costs and workload production has 
been installed at Bureau of Supplies and Accounts financed activities. The new 
funding procedure is based on a planned workload and production for each 
activity. This in turn is translated into personnel and related costs, and the 
activities are funded on this basis. The variation between actual and planned 
items produces a staffing variable reflecting either an overage or underage in 
personnel for each function. It is anticipated that this fuller integration of 
accounting and work-measurement reporting with the funding process will reveal 
significant management data to both field and Bureau personnel, and will lead to 
more efficient operations. 

(b) Obligations in military-assistance shipbuilding program.—An improved 
system for recording obligations in the military-assistance shipbuilding program 
was installed. Under the new system, all 60-day shipment orders are recorded 
as an Obligation immediately upon issue rather than at the time the expenditure 
is recorded. Elimination of this timelag results in an improved obligation 
record, a more efficient method of recording obligations, and is of considerable 
assistance in establishing annual requirements. In addition, the system will 
be valuable by providing a decreased unobligated balance at the end of the 
fiscal year. 

(c) Officer travel control.—A control system has been devised to improve the 
administration of funds available for travel of officers under permanent change 
of station orders by installing a punched card system to account for each order 
issued, including an estimated cost of travel under each order. Tabulated 
weekly reports of estimated obligations incurred by each distributor are now 
providing distribution officers with the means for improved control of appro- 
priated travel funds. Efforts have been accelerated to stabilize personnel by 
requiring completion of designated tours to accomplish permanency of personnel 
and effect economies in travel costs, cost of movement of household effects, 
dependents travel, and dislocation allowance. 

(d) Financing of shipboard electronic repair parts.—Revised policy and pro 
cedures for financing of shipboard electronic repair parts allowance list 
(ERPAL) were issued. This change will discourage “bartering” between ships, 
thereby reducing unnecessary expenditures of funds through additional handling, 
packaging, and identification of material. In addition, a more efficient control 
for return of ERPAL N cognizance material is provided. 

(e) Simplification of allotment procedure—The Bureau of Medicine and Sur 
gery issued one allotment authorization to each of its field activities at the 
beginning of the fiscal year with all quarterly authorizations stated thereon. 
This procedure eliminated the issuing of 137 individual allutments and 172 
quarterly authorizations. 

(f) Open allotment for Reserve personnel clothing issues—tIn the “Reserve 
personnel, Navy” appropriation, an open allotment for Reserve personnel clothing 

issues in kind replaced an allotment granted to the Clothing and Textile Office, 
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Brooklyn, N. Y., for the purpose of suballotting to district commandants and 
air stations. This change was made possible by a policy decisiun to issue new 
clothing from the naval stock account. ‘The open allotment resulted in savings 
of man-hours at field activities by alleviating the requirement for reports as 
to the allotment and voluminous suballotments. 

(9) Rewards.—In the Bureau of Ships, an instruction was issued establishing 
a policy for payment of reward money to individuals for recovery of certain 
valuable materials and equipment which are likely lost during evaluation proj- 
ects. Because of the classified nature of these items, the offer of reward is 
made by aflixing a small metal plate describing the amount offered, name of 
activity concerned and limiting date. This should result in a savings to the 
Navy by reason of the incentive now offered for return of these items, whose 
value may previously have been overlooked by the finder. Reward money will 
now be budgeted for under the trial evaluation projects, thus bringing financial 
and management responsibility into alinement, and eliminating the necessity 
to treat each request for reward as a separate problem requiring special funding 
arrangements. 

(hk) Monthly financial performance report—The Bureau of Medicine and 
Surgery has developed a monthly financial performance report which will enable 
field activities to report expenditures and obligations on a performance basis in 
alinement with the activity’s request for funds. This report will also provide a 
method of reflecting unit costs which can also be used to measure performance 
against request for funds. Information to be obtained from these monthly finan- 
cial performance reports will enable the Bureau to develop patterns of standard 
costs applicable to various functional responsibilities of its field activities. The 
standard costs will be used as guides to measure field activity financial perform- 
ance against funds requested and allotted, and will also be used to generate 
workload data to support request for funds in the budget process. 

(i) Flexible budgcts.—A study on the feasibility of converting the present fixed 
budget technique at shipyards to a flexible budget system is underway at Charles- 
ton Naval Shipyard. Flexible budgets for three shops have been developed and 
are being used on a trial basis. 


2. Working-capital funds 


(a) Additional activities converted to Navy industrial fund.—The following 
activities were converted to operations under the Navl industrial fund: 


Activity : Type of operation 

SRNC printing plant, Annapolis, Md__.--------- Printing. 

David Taylor Model Basin, Carderock, Md__-__-__ Research and  develop- 

ment. 
Public Works Center, Norfolk, Va___---------~- Base services. 
Public Works Transportation Center, Treasure Transportation and main 
Island, Calif tenance service. 
Naval ordnance plant, Louisville, Ky____.__-___- Production. 


The conversion of the above activities brings to a total of 52 the number of 
activities now financed under the fund. 

(0) Naval Gun Factory.—A resurvey was completed of Navy industrial fund 
operations at the Naval Gun Factory which resulted in substantial improve 
ments, including a reduction in the number of financial reports from more than 
70 to less than 15, improved procedures for costing military support services, a 
reduction in the number of time and labor distribution documents from 5 to 1, 
improved process cost accounting systems, a revised, much more simplified cost 
center structure and a complete revision of coding systems for customer order, 
work measurement, job orders, and fund authorizations, 

(¢) Two-card timekeeping system.—Productive shops at all naval shipyards 
and the naval repair facility, San Diego, were converted to a revised timekeep- 
ing and labor cost distribution system (two-card timekeeping system). In ad- 
dition to providing a uniform system for the shipyards, the system also provides 
the Bureau of Ships with more accurate and meaningful data from production 
reports. 

(d) Financing of material inventories —A policy directive has been issued 
aimed at purification of financing of material inventories. Existing practices of 
procuring and carrying similar material in both the appropriation purchases 
account and the Navy stock account will be discontinued. All current inven 
tories of appropriation purchases account material similar to material presently 
carried in the Navy stock account, will be capitalized under the stock fund by 
June 30, 1958. 











(e) Labor cost distribution.—The use of average hourly rates for labor cost 
distribution was extended to nonpreduction shops in naval shipyards. This wil] 
tend to further reduce the workload through simplified labor cost distribution, 
thus increasing the efficiency of the machine accounting branches. 

(f) Standard Navy Industrial Fund Handbook.—A panel has completed the 
first draft of a Standard Navy Industrial Fund Handbook for Bureau of Ord- 
nance activities which is expected to be published in April 1958 for implementa- 
tion at Navy industrial fund activities by July 1958. The many improvements 
include a reduction in the number of financial reports and mechanized proced- 
ures for maintenance of subsidiary ledgers, job order records, and cost center 
statements. 

(g) Overhead cost procedures at naval shipyards.—A study of overhead-cost 
procedures at naval shipyards was completed and analyzed in the Bureau of 
Ships. Based on this study, revised instructions on the costing of certain fune- 
tions were issued. It is anticipated that the revisions will result in application 
of overhead costs on a more uniform and meaningful basis. 


3. Accounting 


(a) New fund accounting system.—A new navywide fund accounting system 
was implemented on July 1, 1957, in accordance with instructions issued by the 
Office of the Comptroller. The new system will include double-entry bookkeep- 
ing, single allotment funding, and adequate recording and reporting of accounts 
receivable. The new fund accounting system was designed to accomplish the 
following: 

(1) Place emphasis on fund administration consistent with the budgeting 
processes. 

(2) Provide timely accounting information for management review. 

(3) Meet the renuirements of regulations issued under Public Law 798, 84th 
Congress, section 3679 Revised Statutes, and section 1311 of Public Law 668, 
83d Congress. 

(4) Maintain adequate accounting controls of total resources. 

(5) Provide adequate controls over commitments and obligations ineurred 
and outstanding. 

(6) Provide for commitment accounting at all levels of funding. 

(b) Collection of data. Marine Corps Base, Camp Pendleton.—The Cost Ac- 
counting Section, Base Comptroller, Marine Corps Base, Camp Pendleton, has 
modified the procedure for the collection of data from the Cold Weather Train- 
ing Center (500 miles distant). The maintenance of ledgers for standing job 
orders and military time cards was eliminated, and machine processing of job 
order numbers, hours worked, and materials exrended was implemented. Con- 
siderable savings as well as increased accuracy of accounts resulted from the 
revised system. 

(c) Plant property.—Revised accounting procedures for plant account pro- 
vide that monthly depreciation rates be rounded off to the nearest dollar, thus 
eliminating the cents digit. The amount of savings in dollars due to this change 
is not readily ascertainable, however, apnreciable amounts of time will be saved 
by all activities when figuring depreciation and maintaining running balances. 
Also, the number of errors will be substantially reduced. 

(d) Intearation of financial and production control—Nine additional Ord- 
nance activities installed integrated systems of financial and production control 
during the year. These systems are an integral part of the Bureau’s production 
management improvement program and embody the utilization of the most 
modern management techniques including electric accounting machine data 
processing equipment. Though relatively new, these systems have produced 
gratifying results to date, promising substantial economies through greater 
efficiencies. 

(e) Mechanization of accounting operations.—Prior to 1957, exnenditures un- 
der Bureau of Naval Personnel »snnropriations were classified by tvne. i. ¢. 
publie voucher, military pay, civilian pay, and by accounting classifications 
required for recording in control ledgers through the use of electric accounting 
machines. However, posting media were nrepared manually, which proved 
time consuming and lent itself to errors. The accounting for funds expended 
for the mutual defense assistance program training aids was performed man- 
ually with the same unacceptable error rate and time factor. The use of elec 
tric accounting machines was extended to include the entire task of preparing 
posting media required for summary recording in the Buresn’s control ledgers, 
and to replace the manual methods of accounting for expenditures for mutual 
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defense assistance program training aids. This action has resulted in an overall 
savings in man-hours; the accomplishment of mechanized procedures by per- 
sonnel at lower salary rates; increased speed and accuracy in timely allotment 
recordings and reporting; reduced time lags between fund authorization and 
obligation artification ; and improved administration of funds. 

(f) Integration of medical financial system—The Bureau of Medicine and 
Surgery completed integration of the navywide fund accounting system imple- 
mented on July 1, 1957, with its financial management system. The integration 
of the two systems has provided the Bureau with additional management in- 
formation on a monthly basis, which formerly was received only at quarterly 
intervals. Incident to the integration of the two systems has been the elimina- 
tion of the requirement for utilization of several forms and completion of one 
report. 

(g) Accounting documents.—The Bureau of Medicine and Surgery recently 
completed a study of the volume of accounting documents which are susceptible 
to summarization. As a result of this study instructions have been issued to 
hospitals to decrease the number of detailed documents by the greater utilization 
of summary posting techniques. 


5. Disbursing operations 


(a) Quality management procedures at disbursing offices—A uniform quality 
management procedure has been developed for use by Navy accounts disbursing 
offices (NADO’s). Various quality management techniques were being used by 
the several NADO’s, resulting in a number of locally developed forms and vary- 
ing local procedures. The uniform procedure was prepared to establish stand- 
ards and forms for the collection, recording, and utilization of error data within 
NADO’s. The new procedures will improve the quality of work, provide a basis 
for.a more effective training program, and provide a more effective method of 
evaluating the performance of individual employees. 

(b) Simplified dishursing procedures.—The Navy Accounts Disbursing Office, 
Philadephia, was established as a pilot installation for a new procedure to post 
pay records, draw checks, and compile money lists in a single operation. This 
simplified procedure was accomplished through the use of a bookkeeping ma- 
chine intercoupled to a card punch. Basically, the operation combined 3 opera- 
tions into 1, simplified procedures, and increased efficiency. 

(c) Consolidation of disbursing facilities—The program of consolidating 
disbursing facilities was continned. Several disbursing offices have heen closed 
with the function assumed by a nearby activity. Others are under considera- 
tion. In addition, action is being taken to eliminate the use of multiple dis- 
bursing symbols by the same disbursing officer. These actions will save money 
and personnel within the Navy with similar benefits to the General Accounting 
Office and the Treasury Department. 


5. Internal audit 


(a) Savings resulting from contract audit—For the fiseal year 1957, there 
were reductions in procurement costs to the Government of $152,136,000 as a 
result of contract audit effort. These reductions consist primarily of disallow- 
ances of costs claimed under cost-type contracts, reductions in prices based on 
advisory reports submitted to contracting officers negotiating fixed-price con- 
tracts, and amounts recommended for exclusion under termination settlement 
proposals. There are in addition large unmeasureable reductions in procure- 
ment costs not reflected in the dollar amounts set forth above. The mere fact 
that the audit program exists causes contractors to act with caution. 

(b) Internal audit accomplishments.—Internal audit accomplishments have 
had far-reaching benefits throughout the Navy, and the potential for increased 
accomplishment is great. However, these benefits are not readily translated into 
dollar savings. For example, the full effect of corrective steps based on findings 
at a single activity are frequently navywide and considerable time may elapse 
before changes are completely implemented. During the calendar year 1957. 
comprehensive internal audit reports have been released as follows : 


Periodic é 167 
Continuous (interim ) 3 
Special 39 


The reports included 3.332 pages of comments and 3,693 recommendations. 
It should be noted that the above statistics cover comprehensive-type audits 
only; they do not include audits such as those of disbursing offices, Navy rental 
housing, and Government property in possession of contractors. 
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C. PERSONNEL AND TRAINING 


1. Military personnel administration 


(a) Improved utilization of medical officers—An evaluation was completed 
in April 1957 of a 6-month study whereby medical officers on board certain 
auxiliary type ships and minor divisions and squadrons were issued additional 
duty orders to nearby shore medical facilities where their professional services 
could be profitably utilized on a part-time basis. During the period of the 
evaluation, 2,393 man-days were spent by doctors in the above category in shore 
facilities aiding primarily in overtaxed dependent and other outpatient depart- 
ments. All medical officers ordered to duty in the above type billets are now 
issued additional duty orders on a continuing basis. 

(b) Mechanization of officer distribution.—In an increasingly more complex 
Navy it is necessary to bring planning closer to actual Operations in officer 
distribution control functions. In the past, detailing personnel were compelled 
to perform the clerical tasks of manually processing officer data in order to 
make decisions. These methods were slow, costly, and produced less than 
adequate material for planning purposes. An electric accounting machine sys- 
tem was implemented to provide the necessary data. A punched card for each 
active duty line officer is maintained which shows the officer’s rank, designator, 
tour rotation, RAD dates, and type of ship to which assigned. The EAM 
system has proved successful and provides up-to-date allowance and onboard 
strength data quickly and inexpensively. It also facilitates officer detailing 
by reducing the time necessary for hand counts and manual statistical analysis. 

(c) Screening of enlisted service records.—Enlisted personnel service records 
maintained in the Bureau of Naval Personnel contained nonrecord material. 
The time required to file these papers, plus the additional time required to 
leaf through the extraneous material to locate and extract pertinent record 
data, was excessive. A records refinement program was instituted in the En- 
listed Services and Records Division to improve the quality of the service 
records of enlisted personnel by removing all nonrecord material filed therein 
and preventing such material from being filed in the future. During 1957, 
approximately 12 million useless nondocumentary papers were removed from 
enlisted service records and authorized for destruction. The result has been 
a current savings of countless man-hours by personnel who must review jackets 
to carry out their official duties. In addition, in the future only pertinent 
record material will be filed. 

(d) Establishment of legal task force—Two legal task forces under the ecog- 
nizance of the Judge Advocate General were established to expedite the review 
of court-martial cases and to assist the various commands with peak workloads. 
One task force is located in Washington, D. C., and the other in San Bruno, 
Calif. The monetary savings to be realized by this move will result from a 
speedup of courts-martial review thus reducing the time of pretrial confinement. 
A recent study of the pretrial confinements of Navy and Marine Corps prisoners 
indicates that the pay item alone for court-martial prisoners exceeds $4 million 
per year. This does not include the millions of dollars spent annually for cus- 
todial costs. In addition to monetary savings, the speeding up of the adminis- 
tration of justice would aid efficiency, boost morale, and contribute to better 
public relations for the Navy. 

(e) Reporting cycle for reports on fitness of naval officers—The reporting 
eycle for the submission of periodic semiannual reports of fitness on naval officers 
on active duty was changed by establishing a simple quarterly reporting cycle. 
Warrant officers, ensigns, and lieutenants (junior grade) will now receive re 
ports for periods ending on the last day of May, and the last day of November; 
and lieutenants through admirals will be reported, as heretofore, the last day 
of February and the last day of August. This cycle distributes the workload 
of the reporting seniors, and spreads it in field activities, and in Washington 
into equal quarterly increments, thereby permitting the processing of the reports 
in a more efficient and economical manner. 

(f) Use of business machines in Medical Corps personnel administration—On 
July 1, 1957, monthly IBM listings of gains, losses, and on-board active duty 
Medical Corps strength replaced census records that had previously been main- 
tained manually. This resulted in considerable savings in man-hours previously 
devoted to this task. Also, for the first time, the group of naval intern appli- 
eations were coded on IBM ecards. The use of listings from these cards was 
found to be invaluable in making assignments and for planning purposes in 
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assistance to the recruiting program. In addition, a second IBM data card is 
being prepared to provide a wider scope of information, aud, when installed, its 
use will result in further man-hour savings. 

(g) Removal of personnel from temporary disability retired list.—Statutes 
require that personnel on the temporary disability retired list who have been 
found physically fit for duty be returned to active duty or discharged from the 
naval service as soon as possible. Final action in such cases requires coordina- 
tion and clearance by a number of divisions in the Bureau of Naval Personnel. 
It was found that existing procedures were loose and delays in some cases of as 
much as 6 months were noted in getting the individual discharged or returned 
to active duty. Part of the delay was found to be caused by the individual’s 
inactivity in disclosing his intentions. Procedures were written which delineated 
the responsibilities of the various divisions, and coordinators were appointed to 
expedite the necessary actions. Officers who have been found physically fit for 
active duty now have a maximum period of 30 days to declare their intentions 
concerning their return to active duty. At the end of this period, if no reply 
has been received, the officer is automatically separated from the naval service. 
This revised procedure results in a considerable savings in retired pay for officers 
who either should be on active duty or separated from the naval service. 


2. Training programs 

(a) Summer management school at naval postgraduate school.—Arrangements 
were perfected during 1957 for the Naval Postgraduate School, Monterey, Calif., 
to expand its functions to include a summer management course previously 
conducted at the school by the University of Minnesota. Present indications 
are that the demand for this training for the summer of 1958 will be well above 
that of previous years. This action will utilize the present staff at the postgrad- 
uate school and will eliminate a need for contractual services with the University 
of Minnesota resulting in a considerable financial savings. 

(b) Training program on Island of Guam.—Two years ago, the Navy Depart- 
ment recognized the emergence of the local Guamanian as a source of labor on the 
island of Guam. Accordingly, a long-range program was initiated to select and 
develop Guamanians for naval employment. The Navy Department expects, in 
the next 10 years, to recruit, train, and develop a sufficient number of Guamanians 
to materially reduce the need for foreign labor. The Public Works Center, Guam, 
is carrying out this program, launched its apprenticeship training program and 
opened its school on December 17, 1956, to teach 31 selected applicants of the 
242 who took the qualifying exam. To further implement the long-range training 
program, a top-level civilian training officer was established on the staff of the 
commander, United States Naval Forces, Marianas. The training officer is 
specifically concerned in working with the Government of Guam, Department 
of Education. The success of the program, both from a training and a public 
relations viewpoint, has encouraged other naval activities on Guam to participate. 
In December of 1957, a second class of 32 apprentices was started. 

(c) Management seminars.—A series of seven management seminars for com- 
manding officers and key civilians of field establishments of the Bureau of 
Ordnance was initiated in June of 1956. The fourth, fifth, sixth, and seventh 
seminars of the series were conducted in January, March, April, May, and June 
of 1957. A contract for a new series has been written and the first and second 
classes of the new series were conducted in October and November—December. 
Each seminar is of 2 weeks’ duration and is conducted for a maximum of 20 
participants. The seminars are conducted by the Methods Engineering Council, 
Pittsburgh, Pa., at the facilities of the contractor. Subject matter covered in- 
cludes the following: Organization, operations research and linear programing, 
automation, computers and data processing, management controls, production 
planning and control, quality control, accounting and cust accounting, plant 
layout, and inventory management. The purpose is to further acquaint ton 
management with the proper application and use of modern tovls, techniques, 
and procedures of industrial management. Approximately 60 percent of the 
time is directly concerned with the methods time measurement system. In 1957, 
140 applicants received the training. 

(d) Naval Academy examinations —A major change was effected by adoption 
of the college entrance examination board tests for the Naval Acudemy scholastic 
entrance examinations. This has resulted in considerable savings in correspond- 
ence, liaison with civil-service examining centers, scheduling of individuals, ete., 
since all preparations are made by the college entrance exuminntion board, 
Princeton, N. J. The college board test lends itself most effectively (uv the IBM 
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system, which should result in more efficient operations. Routine correspondence 
is now being done on the flexowriter, resulting in considerable saving in time 
end man-hours. 

(e) Data processing training course——The Bureau of Ships conducted an intro- 
ductory data processing training course to acquaint personnel with the mean- 
ing and advantages of digital computer application in the nonscientifie fields. 
After acquisition of an IBM 650 intermediate computer, the Bureau sponsored 
an IBM training course for engineers, both to introduce them to the capabilities 
of the computer and to enable them to prepare their own problems for the machine. 

(f) Handbook of Hospital Corps revised.—The revision of the Handbook of 
the Hospital Corps, chapter VII, 1953 edition has been completed. The revised 
edition reflects the medical technical advances of the past 5 years. New thera- 
peutic agents have been added concommitant with the deletion of several hundred 
obsolete drugs and Galenical preparations. New sections on toxicology and cer- 
tain new pharmacological classifications have been included. Since this hand- 
book is the text upon which the basic Hospital Corps course of instruction and 
the advanced Hospital Corps course of instruction is based, it is anticipated that 
the efficiency of these programs will be increased. 

(g) Consolidation of torpedo training.—In order to provide for an improved 
and more complete program of instruction on torpedoes for fleet personnel, a 
phase out of the training at the Naval School, Torpedo, Newport, R. I., was 
commenced in 1957, aimed at resultant consolidation of training on the east coast 
at the United States Naval Advanced Undersea Weapons School, Key West, Fla., 
and attendant institution of required torpedo courses on the west coast at the 
Fleet Sonar School, San Diego, Calif. Completion of the action will result in 
considerable savings in travel funds for the training of fleet personnel. 

(h) Training agreement.—A training agreement was established whereby col- 
lege graduates are brought into the Bureau of Supplies and Accounts at either 
the GS—5 or 7 level and given a systematic exposure to supply management. 
This training will constitute the foundation for a career in supply management. 

(i) Consolidation and elimination of training publications.—In the past, a 
Navy training course (textbook) designed for 2 rates served as the basic text for 
2 separate enlisted correspondence courses, 1 for each rate. Study of these 
courses disclosed that a single expanded correspondence course can advanta- 
geously be substituted for the two courses. In the future, as such Navv train- 
ing courses are revised, only one enlisted correspondence course will be prepared. 
This will eventually eliminate 75 enlisted correspondence courses. 

(j) Audit training program.—Comprehensive training programs have been 
established for the training and development of auditors from the entrance level, 
grade 5, through the highest level of such positions. These programs have been 
designed for presentation at each Navy area audit office thereby eliminating the 
need for centralized training and reducing the cost of travel, per diem, and time 
away from the job. 

(k) Comptrollership training.—Training programs in comptrollership were 
conducted at the Pudget Sound Naval Shipyard and New York Naval Shipyard. 
The 40-hour course was offered to provide military and civilian officials with a 
sound background in comptrollershin and Navy industrial fund concepts and 
principles. A total of 18 field activities of the Bureau of Ships partricipated in 
this training. 

1. Engineered standards training program: A total of 72 people were sent to 
naval ammunition depot, crane and naval ammunition depot, Hawthorne, to at- 
tend a 6-month concentrated training course conducted by 2 management con- 
sulting firms. These trainees were selected by their commanding officers from 
various station activities only after a careful determination of their aptitudes 
and capabilities as indicated by test results, individual appraisals, and, of 
course, their job records. These courses were designed specifically to teach 
metheds engineering and methods time measurement system of establishing 
engineered time standards. An important part of the curriculum was an 18- 
week guided application phase in which trainees divided into smaller groups for 
10- and 8-week work periods at inland and coastal depots, respectively, under 
the guidance of qualified engineer instructors provided by the consulting firms. 
This general training has not only prevented a communications problem from de- 
veloping: it has resulted in excellent progress at stations which have not yet 
received the benefit of formal ad hoc committee assistance. Tt has been pos- 
sible for these stations to begin work prior to participation in the intensive, 
formal period of direct assistance. 
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3. Examples of savings generated by the incentive awards program 
(a) Bureau of Supplies and Accounts.—The incentive awards program in the 
Bureau of Supplies and Accounts was conducted with the following results : 





Received Adopted Cash awards Monetary 
savings 
——$—$—$—$—_——— ———_—__—_——___-- — ——- -———] —- | ~— --— pete-+ 
Beneficial suggestions 8, 247 2,613 | $65,847 | $1,112, 168 
Superior accomplishments---- | 1, 464 | 996 179, 400 11’ 525, 855 


A specific example: Two employees received awards totaling $10,625 by working 
out a reduction in freight rates on projectiles and ammunition component parts. 
Their accomplishment has resulted in reducing the rates paid by all the services 
for rail shipments of inert projectiles, rockets, bombs, mines, and associated 
parts. Since the 3 services ship close to a million tons of these items annually, 
the savings to the military departments exceed $10 million a year. 

(b) Bureau of Ships.—During the first 6 months of 1957, a total of 7,117 bene- 
ficial suggestions were adopted by the Bureau of Ships and its field activities, 
representing a first year savings of $4,410,445. During the same period, 1,583 
superior accomplishment awards were approved, for a first-year savings of $661,- 
321. An example of a beneficial suggestion which was adopted was the sug- 
gestion for “Use of oxygen breathing apparatus and quick starting canisters in 
lieu of airline hose mask assemblies in machinery spaces.” The Navy will real- 
ize a savings of $182,770 on this suggestion. An example of a superior achieve- 
ment is the timely completion of electrical work on SSR-271 (RAY) by 23 em- 
ployees of the Charleston Naval Shipyard. This group shared a $440 award 
for intangible benefits that are considered to be of extraordinary value. 

(c) Marine Corps.—During the year, 1,527 beneficial suggestions were made 
throughout the Marine Corps. Headquarters, Marine Corps, contributed 205 of 
these submissions. The monetary savings achieved through those suggestions 
adopted were $395,844 for all Marine Corps activities and $23,872 for Head- 
quarters, Marine Corps. Awards granted for the suggestions adopted amounted 
to $19,856 for all Marine Corps activities and $1,338 for Headquarters, Marine 
Corps, 

D. PROCUREMENT AND PRODUCTION 
1. Procurement 

(a) Short-form contracts.—The use of short-form contracts to effect pur- 
chases in excess of $1,000 each was not authorized prior to 1957. The Navy was 
instrumental in obtaining authority to use the simplified forms in lieu of regu- 
lar 2-party contracts covering purchases in amounts between $1,000 and 
$2,500. During the period July-December 1957, field purchasing activities of 
the Bureau of Supplies and Accounts placed approximately 5,000 short-form 
contracts in lieu of the regular 2-party contracts. 
of approximately $200,000 resulted. 

(5) Small business participation in research and development.—In recogni- 
tion of the fact that it is in the interest of the national defense and national 
economy to expand the number of small business concerns participating in re- 
search and development, the Navy issued a directive in March of 1957 ealling for 
a unified effort on the part of all Navy personnel to seek out qualified small- 
business firms and make maximum utilization of such firms in research and de- 
velopment work. To supplement this policy, current plans call for the holding 
of periodic research and development symposiums in Washington, D. C. and 
throughout the United States to inform small concerns of the Navy’s research 
and development requirements and its interest in utilizing small firms for such 
services to the maximum practicable extent. 

(ec) Airframe procurement.—A study of the optimum types of contracts to be 
used for airframe procurement was completed in December 1957. The purpose 
of the study was to determine the contractual approach to airframe procurement 
that will yield the best operational aircraft with the shortest reasonable lead- 
time and the lowest reasonable cost. It is anticipated that the study will re- 
sult in improved procurement procedures. 

(d) Utilities—Basie utilities are usually procured by the Navy from com- 
mercial sources for which the Bureau of Yards and Docks expended approxi- 
mately $40 million during the year. Through constant rate review and by care- 
ful negotiations of contracts, savings of $3,500,000 of a recurring nature and 


It is estimated that savings 
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$5,700,000 of a nonrecurring nature were effected. Typical examples of the say- 
ings are: 

(1) $3,270,000 nonrecurring savings by virtue of negotiating an agreement 
with the Cuban Electric Co. to purchase power rather than generation of power 
by Government facilities for the naval base, Guantanamo. 

(2) $103,000 per year recurring saving by reduction in contracted demand for 
electric service at Naval Training Center, Bainbridge, Md. 

(3) $134,500 annual saving in gas billing in 12th Naval District through par- 
ticipation in gas rate hearing before Public Utilities Commission. 

(4) $75,000 nonrecurring and $10,300 recurring saving through purchase of 
water as against Government-owned water supply system at United States Naval 
facility, Charleston, Oreg. 

(5) $162,000 recurring annual saving as result of agreement to purchase addi- 
tional power from commercial supplier and reduction of generation by Govern- 
ment plant at Naval Base, Pearl Harbor. 

(e) Awrcraft engine procurement.—The Department embarked on a change 
of contractual arrangements with the Pratt & Whitney division of United Air- 
craft Corp. requiring substantial changes in the method of compiling costs for 
engines, both reciprocal and jet, which have resulted in substantial immediate 
savings (estimated at $7 million minimum for the current annual contract). 
Substantial savings are also anticipated in the future as well as the ability 
to fix firm prices for engines “in being.” 

(f) Procurement from small business.—It has long been recognized that 
encouraging increased small-business participation in current procurement will 
result in significant savings in the cost of defense material and services and in 
the improvement of the Nation’s mobilization readiness. To accomplish this 
objective, the Navy participated in 27 procurement conferences throughout the 
United States which were designed to interest additional qualified small-business 
suppliers to serve as military prime contractors and subcontractors. Many new 
Navy suppliers were obtained as a result of these conferences. The benefit of 
obtaining such new suppliers far outweighed the cost involved in furnishing 
exhibits, speakers, and procurement personnel for these conferences. 

(g) Progress payments.—Percentages for progress payments have been re- 
duced so that progress payments based on costs relating to contracts, supple- 
ments, amendments, and modifications, entered into after September 1, 1957, 
are not to exceed 70 percent of total costs or 85 percent of the cost of direct 
labor and material. However, an exception is made in negotiated procurement 
with small-business concerns and contracting officers have been authorized to 
provide, so long as reasonably necessary, progress payments up to 75 percent 
of cost or 90 percent of cost of direct labor and material for such small-business 
concerns. 

(h) Inspection of material.—Increased emphasis is being placed on Govern- 
ment-contractor responsibility in the inspection of Navy procurement. In the 
future the Navy will insist that contractors provide verifiable evidence of the 
methods employed to effect production of the required quality and of the results 
obtained. The Navy will then conduct less product inspection, but will verify 
the contractor’s evidence. Greater reliance will thus be placed on the Govern- 
ment analysis of the contractor's recorded data regarding quality of the prod- 
uct. This should inevitably result in fewer Government inspectors. Personnel 
of greater competence in the field of quality control engineering will be re 
quired to promote and expand the program effectively. 

(i) Synthetic training devices—The Training Branch, Division of Reserve, 
Marine Corps, has been purchasing synthetic training devices on the basis of 
one per Reserve unit for which a requirement has been established. In many 
cases, units require use of certain training devices as infrequently as one drill 
per year. Research and development was completed on six different training 
devices of the operable transparency category. Marine Corps Reserve require- 
ments on the basis of the usual criteria of 1 per unit amounted to $218,120 
requiring procurement to be spread over at least 2 fiscal years. A revision of 
the criteria for procurement and utilization will allow all operable trans- 
parencies originally programed for fiscal year 1958 and 1959 to be made avail- 
able to Reserve units at an estimated savings of $195,980. Twenty-seven units 
of every operable transparency required by all orgauized units were placed 
under contract with fiscal year 1958 funds. When the devices are completed, 
they will be allocated to the district training aids libraries on the basis of ap- 
proximately 1 per 9 Marine Corps Reserve units. 
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9. Production 

(a) Production management improvement program.—aA program designed to 
result in immediate and long-range improvements at Bureau of Ordnance pro- 
duction activities received initial impetus as a formal, organized effort in April 
of 1956. The program involves 23 stations and is currently underway. its 
purpose is, through Bureau and station cooperation and mutual assistance, to 
effect improvements in the following areas: 


Methods engineering improvements Reports to management 
Production equipment Organization 

Plant layout Training 

Production planning and control Support operations 

Process control Engineering work standards 


Upen entrance to the program by each station, a special ad hoc committee 
is established for assistance in implementation of the program. Each station 
is scheduled to complete its program in 6 months, but this schedule is normally 
expanded 1 or 2 more months. The program includes indoctrination of com- 
manding officers and key civilians before station visits, review of inspection 
reports and performance data, mutual Bureau-station inspection and examina- 
tion of existing conditions, and mutually devised plans for improvements, and 
Bureau assistance in effecting improvements. 

(b) Engineered time standards.—The Bureau of Ordnance has also embarked 
on a substantial program of installing engineered time standards in the work of 
its field activities. Its goal is the application of standards to 95 percent of the 
direct labor man-hours including the materials handling incident thereto at the 
ammunition depots and similar activities and to the production and assembly 
work at ordnance plants. Two contracts were let during the past year for the 
installation of methods time measurement standards and to train personnel in the 
installation of the standards. As a result, 72 personnel are trained and have 
returned to their respective activities to generate and apply standards. In 
addition, 35 registered practitioners have been qualified to impart the techniques 
to others without the cost of further contractor assistance. At 1 ordnance plant, 
direct labor savings of $251,790 can be attributed to the application of engineered 
standards to the work of that activity. The application of engineered standards 
to indirect or support areas is also being pursued vigorously. The Bureau of 
Ordnance is actively engaged with the Bureau of Yards and Docks in the appli- 
cation of the latter’s standards program in public works at five ordnance activi- 
ties with plans to extend to more activities as rapidly an engineers become avail- 
able. Standards have been set in supply areas and are in preparation for 
paperwork and administrative areas. 

(c) Value engineering in the Bureau of Ordnance.—The value engineering pro- 
gram in the Bureau of Ordnance was vigorously pursued. Following are a few 
examples of accomplishments : 

(1) Bomb container Mk 9 Mod 0—Nature of change: New fabricated bomb 
crate packages 2 practice bombs Mk 86 Mod 0 for same cost of former steel con- 
tainer which held 1. 

Estimated savings: 50 percent per bomb or about $11.50 per unit. Savings on 
100,000 bombs now on order is $575,000. 

(2) TALOS fuse—Nature of change: The radio frequency heads have pre- 
viously been fabricated with machine parts with critical tolerance. A planned 
change calls for a precision casting technique which will halve the cost. 

Savings : $125 per fuse. 

(3) Mine case Mk 57 (plastic)—Nature of change: Method of production: 
This case is now made by a hand-wound process. A study has been initiated to 
establish a method of manufacture by centrifugal casting similiar to that used 
in torpedo hulls and tubes. 

Estimated savings : $400 per case. 

(4) Auxiliary power supply unit for TARTAR—Nature of change: Efforts to 
redesign the auxiliary power supply for TARTAR missile indicate a probable 
saving of 1 to 2 thousand dollars per unit. 

Savings: Based on a planned production of 540 units in fiscal year 1959, the 
total estimated savings would be $540,000 to $1,080,000 

(d) Value engineering in the Bureau of Ships—YThe Bureau of Ships value 
engineering program made significant progress in reducing the costs of ship con- 
Struction, maintenance, and the manufacture and installation of shipboard 
equipment. Incentive type value engineering amendments have heen made by 
the Navy with 6 commercial shipyards covering 10 contracts. One production 
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contract has been made for electronics equipment incorporating a value engineer- 
ing clause requiring an objective effort on the part of the manufacturer to 
reduce the cost of the equipment while maintaining required reliability and fune- 
tion. Three more contracts of this type are presently under consideration in 
the Bureau. Specific savings resulted in a ratio of slightly over $8 saved for 
each dollar spent in value engineering work. These savings are calculated on 
the basis of 1 year of application on maintenance items at the originating ship- 
yard and on the basis of the specific contract containing value engineering pro- 
visions in ship construction at the originating private shipyard. 

8. Standardization and conservation 


(a) Standard designs for power and heating plants.—Standard designs for 
powerplants in capacity ranges applicable to Navy requirements are being devel- 
oped. Savings in excess of $100,000 annually are anticipated from this program 
by utilization of standard plant equipment, elimination of “gold plating,” use of 
packaged boilers and optimum factory fabrication. Standard designs for heat- 
ing plants have also been completed, Savings from this standardization in con- 
struction costs and efficiency of operation can be reasonably anticipated in an 
amount of $200,000 annually. 

(b) Materials conservation.—A publication entitled “Alternate Material Index 
Numbers for Critical Materials, Ferrous and Nonferrous,” has been published by 
the Bureau of Ships. A valuable tool in pursuing the materials conservation 
effort, this publication lists some 5,000 ferrous and nonferrous alloys and com- 
pares the relative availability of each material. Since the book was produced 
with the aid of punchecards, it can be quickly revised by electronic accounting 
machine methods, using the latest availability factors of each material. The 
savings involved are twofold: Designers are assisted in selecting the least criti- 
-al material that will accomplish their purpose, and there is a significant reduc- 
tion in calculating time for engineers, who would otherwise have to calculate 
the scarcity of alloys individually from the known scarcity of each ingredient. 

(c) Constant potential rectifier welder—The Bureau of Ships has been in- 
strumental in developing a 1,500-ampere constant potential rectifier type of 
welder, to replace the motor generator type of welder now in use. The new 
unit weighs about 1,500 pounds as compared to the 17,000 pound motor generator 
welder, making it possible to transport the unit directly to the job; the long runs 
of welding power cable and outlets along the edges of piers can be eliminated. 
A conservative estimate of unit cost savings is $10,000 per welder. Sizable sav- 
ings from reduced maintenance and operating costs can also be expected. 

(ad) Flotation rust preventive.—Specification MIL—C-—17936 (ships), a corro- 
sion preventive compound, has been revised to specify a new high flashpoint, 
single part flotation rust preventive. Previously 2 types were used, 1 of which 
was a 2-part compound. The new compound incorporates all the best features of 
each of the two types previously in use, which include low cost, high safety 
factor, good preservative properties, low loss in service, and low initial require- 
ments. Annual savings from this change are estimated at $400,000. The ability 
to specify a high flashpoint material provides an added advantage—elimination 
of the need for installing flash screens on tanks using flotation rust preventives. 
As a result, ship alteration requiring installation of these flash screens on a 
number of LSD’s and LST’s was canceled, with an immediate savings of 
approximately $365,000. 

(e) Paint.—The revision of nine paint specifications by the Bureau of Ships 
has accomplished an improvement in quality and uniformity as well as a sub- 
stantial increase in hiding power (opaqueness). Despite an increased cost of 
a few cents per gallon, the improved hiding power will result in more 1-coat 
applications in lieu of 2-coat applications. Approximately 650,000 gallons of 
these paints are used a year at a purchase price of $1,500,000. It is estimated 
that about $200,000 is saved on a carrier of the Forrestal class by the application 
of 1 instead of 2 coats of paint on the interior surfaces. 

(f) Use of electronic accounting machines in standardization.—In the Bureau 
of Ships three contracts have been awarded to use electronic accounting ma- 
chines for sorting and tabulating large masses of data. These data describe the 
engineering features and provide some logistic information about thousands of 
items in the military stock system. Analysis of the various tabulations by 
competent engineers should produce information necessary to eliminate un- 
necessary items from the supply system and will aid in further standardization 
of the remaining items. 
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E. RESEARCH AND DEVELOPMEN'T 
1. Medical research 


(a) Adenovirus vaccine.—At the Naval Medical Research Unit No. 4, Great 
Lakes, Ill., cooperative studies with the National Institutes of Health were set up 
for the evaluation of the adenovirus vaccine. Studies were conducted in the 
fall of 1956 and in 1957. These studies demonstrated that an adenovirus vaccine 
would reduce the admissions to dispensaries and hospitals due to respiratory 
diseases among recruits by over 50 percent. Studies conducted at the naval 
training center, San Diego, confirmed these results. Studies on dosages, etc., 
have been conducted, and it is expected that this vaccine will go into operational 
use in all three of the armed services in the fall and winter of 1958. It is ex- 
pected that with this major reduction of respiratory diseases there will be a 
major saving in expense for hospitalization and medical care and reduction in 
personnel needs for care of these specific diseases. 

(b) Heat casualties in recruit training—The Medical Department of the 
Navy, in cooperation with the Marine Corps, has been carrying on a series of 
studies for the prevention of heat casualties occurring during recruit training. 
Out of these studies regulations were set up to modify the training program 
according to the nature of heat stress to which the recruit would be subjected. 
A system of regulation for recruit training has been evolved which has resulted 
in a major reduction of heat casualties and increased the number of hours avyail- 
able for training. 

(c) Prevention of streptococcal infections.—Studies have been carried out on 
the effectiveness of different dosages and methods of administration of penicillin 
in the prevention of streptococcal infections. The application of these studies by 
use in recruit training camps has made a major reduction in the incidence of 
streptococcal disease, reduced the incidence of rheumatie fever, and resulted in a 
major saving of money expended for medical care. 

(d) Drugs for seasickness—The Bureau of Medicine and Surgery has par- 
ticipated in a triservice study to evaluate drugs for the prevention of seasickness. 
A series of drugs were tested under controlled conditions, and three drugs are 
now available suitable for the treatment of motion sickness under different 
conditions. These drugs will be important at any time there is transportation 
of troops and mobilization of men. 

2. Personnel research 


(a) Rehabilitation of prisoners.—As a result of the study of rehabilitation 
of prisoners, a classification of prisoners may be obtained from which the pre- 
diction of success of rehabilitation for use in the naval service can be set up. 
This study is of particular importance for the preservation of manpower and 
rehabilitation of prisoners so that they may take their proper, active part in the 
Military Establishment. 

(b) Duty stations for fleet ballistic missile-—Research was conducted aboard 
the U. S. S. Compass Island and at Lockheed Aircraft Corp. for purposes of 
determining the numbers and types of personnel required to operate and main- 
tain the fire control unit, the navigation unit, and the missile unit in order to 
ready and fire the POLARIS missile. Based on this research, two reports have 
been prepared which describe the nature and types of duties, the knowledges 
and skills required to perform these duties, and, in addition, provide manning 
requirements for all the units of the POLARIS fleet ballistic missile. 

(c) Nuclear propulsion——Occupational research was conducted aboard the 
U. 8S. S. Nautilus, the basic Nuclear Power School, and the U. 8S. 8S. Sea Wolf, 
for purposes of determining the occupational content of the duties required to 
be performed in the operation and maintenance of a submarine nuclear reac- 
tor. Based on this research, a manual was prepared which shows the duties 
involved, the training required, and the skills and knowledge necessary in order 
to man the engineering department of a nuclear-powered submarine. The 
result of this research will be used to assure that optimum utilization of per- 
sonnel is achieved aboard nuclear-powered submarines. 

(d) Aviation personnel.—On the basis of occupational research encompassing 
worldwide coverage of over 200 activities, including major commands, naval 
air facilities, aircraft squadrons, airframe fabricators, and aircraft contrac- 
tors, guidelines were developed for more effective distribution, assignment, and 
utilization of personnel in the aviation field. This research also resulted in 
recommendations for the revision of class A courses and for a reduction in 
training time, thereby providing for more effective utilization of the individual’s 
obligated service time. The reports developed are also being used by the 
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Rating Structure Review Board in formulating decisions and policies for more 
effective utilization of enlisted personnel. 

(e) New Navy enlisted classifications.—In order to keep the Navy enlisted 
classification system abreast of technological developments, research was con- 
ducted in the technological areas of antisubmarine warfare, guided missiles, 
aircraft early warning, communications, and intelligence, and new classifica- 
tions were published in the Manual of Navy Enlisted Classifications. In addi- 
tion, certain special program classifications were associated with enlisted ratings, 
thus improving the effectiveness of the ciassification system. ‘The Manual of 
Navy Enlisted Classifications identifies, classifies, and codifies skills over and 
above those identified by rate for purposes of distribution, identification, and 
accomplishment of other personnel functions. 

(f) Table of Navy-civilian occupational relationships—The table of Navy- 
civilian occupational relationships was revised to aline newly developed Navy 
enlisted ratings, special programs, and training with similar skills in civilian 
occupations. ‘The table lists Navy enlisted occupations with related civilian 
skills as defined by the Dictionary of Occupational Titles. Such a guide is 
extremely useful in mobilization planning, screening the Ready Reserve, enlist- 
ing and reenlisting personnel under the special rating program (whereby civil- 
ians with certain skills are enlisted in advance pay grades of Navy ratings, 
thereby saving in technical training given), and in counseling separatees to 
insure that their skills are not lost to the civilian economy by inaccurate place- 
ment. ‘his guide helps to insure that no useful civilian skill is lost to the 
Navy and helps to eliminate duplication of an enlistee’s civilian training with 
Navy training. 

(g) New Navy officer billet classifications.—Occupational research was em- 
ployed to determine new operational billet requirements resulting from the 
Navy’s latest technical and tactical advances. New classifications and codes 
were developed in such areas as electronic data processing, nuclear construction, 
nuclear weapons employment, legal work, guided missiles, air intelligence, and 
ship Salvage. Codes for obsolete billets were deleted. On the basis of these 
new codes and their accompanying definitions, the Navy’s qualitative and quan- 
titative manpower requirements can be determined rapidly by electronic methods 
and standardized procedures may be employed in the distribution and control 
of naval officers. 

8. Supplies—Equipment research 

(a) Determination of economic stock levels—-A mathematical model for in- 
ventory control decisions has been developed which, it is expected, will provide 
significant improvements in the determination of economic stock levels. This 
model, which is under development by the Stanford Research Institute, is being 
tested on aviation material. The model provides two general features: it com- 
bines the measurement of inventory essentialily with the costs of providing 
that inventory in order to establish the most economical item inventory invest- 
ment, and it may be used to allocate limited resources (e. g., procurement funds) 
to provide an item inventory which maximizes the attuinment of military es- 
sentiality. Since this model is still in the testing stage, no precise estimates 
of dollar savings are available; however, it is certain that inventory manage- 
ment decisions will be improved as the ability to weusure the interaction be 
tween dollar costs and logistic preparedness improves. 

(b) Commissary equipment.—A submarine galley runge developed to the design 
of the Navy Supply Research and Development Facility wus evaluated. It has 2 
completely automatic and independently controlled ovens und a working capacity 
twice that of either 2 type B or C ranges. It will contribute materially to the ef- 
ficiency and habitability of submarines as food can be prepared in one batch. 

(c) Leather and footwear materiais—A new insvle has been developed to 
reduce the number of recruits discharged because of fout abnormalities. Liquid 
plastic added to the hollow insole “foams-in-place” us 4 cushioned cast of the 
wearer’s footprint. It holds an abnormal foot in plave in u standard larger 
shoe. It also reduces the need for corrective or speciul order footwear. 

(d) Economical redistribution——A formula enabling supply demand control 
points to identify cases of uneconomical redistributiou was developed, tested at 
the General Stores Supply Office, and shown capuble of producing significant 
savings in the total cost of supplying heavy tonnage iteuis. 


, 


4. General 
(a) Management system in Bureau of Ordnance.—'lhe development of a com- 
plete research and development management system in (he Bureau of Ordnance 
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which was begun in 1956, was virtually completed during 1957. A substantial 
portion of the system has been installed. The major features are: 

(1) The conversion of all technical plans to a life basis without limitation to 
fiscal years. 

(2) The extension of all current planning for progrum and station operations 
to a 3-year cycle. 

(3) The development and maintenance of program plats on a technical basis 
across all supporting appropriations. 

(4) The mechanization of all program budget and related personnel and 
station data. 

(5) Compatabiilty with station punched-card procedures in order that local 
management data can be used directly and frequently. 

(b) Mobile carriage for work on ships——A mobile carriage with a 50-foot 
aerial work platform was developed to replace fixed and semifixed staging for 
drydock abrasive blasting, painting of ships’ hulls, and for other elevated hull 
work. This will also replace automotive truck and tractor mounted units. A 
highly maneuverable unit, the carriage is operated by the personnel at the work 
ing platform, thus eliminating the carriage operator. 

(ec) Modular type hangar.—An_ architectural-engineering contract was 
awarded for the development and design of a modular type hangar to maintain, 
repair, and accommodate the existing and proposed configurations of naval air- 
craft. This modular type of construction will permit modification and variation 
of the shop and hangar spaces and will effect considerable monetary savings 
through its use. 

(d) Refueling of jet aircraft.—A design was developed whereby it is now 
possible to refuel jet aircraft at 400 gallons per minute. Since this is a fixed 
installation and eliminates the necessity of utilizing tank trucks, the aircraft 
can be used more effectively in operations over a longer period of time in any 
1 day as the refueling operation time has been greatly reduced. 

(e) Use of simulators.—The Bureau of Ships has increased the use of simnu- 
lators in laboratories to avoid lengthy full-scale afloat testing. As un example, 
the Underwater Sound Laboratory has been able to reproduce oceun noises in 
the laboratory, thus reducing the amount of sea testing and providing aids in 
identifying sea noises. 

F. SERVICE OPERATIONS 


1. Photographic system for data retrieval 


The Bureau of Ships has developed and is operating the only photographic 
system of data retrieval in the world. Basically, this system permits the selec- 
tion, ordering, and printing out of ceded typeset data which are stored in a 
common data bank. This method has been applied to over 60 different docu- 
ments, lists, reports, specifictions, manuals, etc. In every case the costs of 
producing the documents, including conversion, have been less than the produc- 
tion costs under the old method. Actual savings of $240,000 have been experi- 
enced over a 9-month period, but this figure is nominal compared to potential 
Savings after the method is fully implemented. Of even greater advantage 
than the dollar savings are the benefits to operations in the form of distribution 
of timely information and savings in man-hours required to transfer data. Typi- 
eal of these savings is an operation under which information was kept current 
through the use of 5 separate files and 4 full-time personnel or 160 man-hours 
a week. The new method requires 1 person for only 4 hours per week, and filing 
space was reduced 95 percent. Fringe benefits inherent in the new system are 
manifold. Tremendous interest in this new concept of data retrieval has been 
displayed by other Government offices and by private industry. 

2. Uniformed services identification and privilege card 

The Bureau of Naval Personnel was instrumental in the development and 
adoption of a uniformed services identification and privilege card by the 
Department of Defense. ‘This card, issued principally to inactive reservists, 
retired personnel, and to dependents of members of the Armed Forces, serves 
as an identification and authorization for benefits and privileges administered by 
the Armed Forces to which these persons may be entitled, i. e., medical care, 
commissary, post exchange, and theaters. The introduction of the card has 
resulted in the cancellation of the Armed Forces identification card, military 
dependents identification card, the dependents’ identification card, the United 
States Naval Reserve retired privilege card, and the NROTC student identifica- 
tion card. 
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3. Security (fire and police) program 


The personnel staffing and operations of fire and police departments at the 
Bureau of Supplies and Accounts activities have been analyzed in accordance 
with existing Navy criteria. Greater emphasis and reliance has been placed on 
fire protection afforded by sprinklered buildings, thereby reducing the number 
of fire fighters. The number of civilian guards has also been reduced by the 
elimination of many foot patrols and the greater utilization of security vehicles 
equipped with radio communication. Substantial savings have resulted and 
continuing reviews are being made of local conditions at each activity in order 
to further reduce costs. 


4. Flectric accounting machine requirements studies 


By providing consulting services to ordnance field activities, consolidating 
accounting machine requirements, and controlling equipment from the Burean 
level, considerable savings were realized and, at the same time, more efficient use 
was made of equipment. For example, at the Naval Magazine, Port Chicago, a 
saving of $87,000 was generated for the year by the consolidation of accounting 
machine requirements. 

5. Administrative practices of operating forces 

The approval by the Chief of Naval Operations of a recommendation made at 
the 1956 Flag Officers’ Conference has resulted in a continuous review of admin- 
istrative practices in the operating forces of the Navy. Thus far, three reviews 
have been conducted. These surveys were conducted under the coordination 
of representatives of the Office of the Chief of Naval Operations, assisted by 
district management assistance offices. Many recommendations for improvement 
have resulted. 


‘ 
6. Computer systems in Bureau of Ships 

The Bureau of Ships has effected great savings in time, money, and engineer- 
ing effort by the use of computer systems in its scientific and technical tasks. 
A primary example is the continuing program of designing nuclear reactors for 
the Navy’s ships and submarines by means of digital computers. This has 
enabled the Bureau to make detailed caleulations preceding the final design, 
to make significant advances in reactor technology, to reduce the time and costs 
required in design of these complex devices—in short, it has made possible im- 
provements and economies in design of nuclear reactors which could not other- 
wise have been attained. Multiple savings in this program accrue to the Navy 
through both reduced cost and increased quality of the product. Digital com- 
puters have also allowed the Bureau to solve the following additional important 
scientific problems. It is emphasized that, in all these cases, undertaking 
such problems (where solutions are vital for the Navy) would not be feasible 
without a computer. The overall savings are substantive mainly in terms of 
increased knowledge and improved technology : 

(a) Intervals of time, calculated from Haldan’s tissue pressure formulas, 
that an ascending diver is required to wait at various depths in order to avoid 
decompression sickness, including the effect of previous dives. 

(b) Radioactive fallout for hypothetical patterns of attack, weapon yields, 
and wind conditions at designated areas in the United States. 

(c) Equations of motion for emergency control of a damaged submarine. 

(dq) Power spectrum analysis of ocean wave records, and of ship model 
motions in irregular seas. 

(e) Natural whirling frequencies and associated modes for the rotating pro- 
peller shafts of new aircraft carriers. 

(f) Stress distributions in full-scale propeller blades with various sections 
and loadings predicted from model tests. 


y 


?. Paperwork 

Reductions in paperwork in Navy resulted in significant manpower savings. 
Although there is no system for reporting all savings, the following are illustra- 
tive: 
Man-houra 


(a) A crash effort to reduce reporting J 1, 300, 000 
(b>) Forms management (as a continuing management improvement 
effort ) ® s pie Se Shs. 


{c) Reports management (as a continuing management improvement 
effort ) ce : Ete atcha adn dd 760, 500 
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8. Data processing equipment, Bureau of Aeronautics 


Improvement in financial management was facilitated through increased use 
of data processing equipment. A model NCR-107 digital computing system was 
installed in the Bureau of Aeronautics and successfully passed the required 
aeceptance tests. Internal accounting techniques in the Bureau are being 
revised to utilize this equipment on a phased basis for commitment, obligation, 
and expenditure data. It is estimated that complete conversion of these data 
to the electronic system will extend well into 1958. The use of electronic data 
processing equipment for the aeronautical field establishment also is under 
study. For example, an integrated data-processing organization has been estab- 
lished on a pilot study basis at the naval air station, North Island, to determine 
the best organizational structure for the use of electronic data processing 
equipment. Expanded use of electronic data processing within the Bureau of 
Aeronautics and its field activities during 1958 is expected to aid scientific 
research in the avionics field, provide wind tunnel testing data at the Naval 
Air Missile Test Center, and provide automatic computation of naval aviation 
support requirements. 


9. Reports and procedures analysis 


A committe consisting of Bureau and field personnel of the Bureau of Ord- 
nance has conducted an intensive study of reports and procedures. In the 1 
area of reports from ordnance activities to the Bureau, recommendations of 
the committee should result in annual savings of over $500,000. Over half of 
the recommendations have been implemented. Studies are now being made of 
activity reports to Other bureaus. The committee has collected a complete 
file of reports now required which will be invaluable in future studies. 


10. Degreasing vehicle engines 


The base motor transport division of Marine Corps base, Camp Pendleton, 
employed one man per engine in the process of degreasing vehicle engines. 
Kerosene or a similar agent was applied by brush to the motor and then wiped 
clean with a cloth. This operation was time consuming and not completely 
satisfactory. The procurement and use of a new cleaning agent which simplifies 
the operation by washing down the engine with cold water after the engine is 
coated with the solvent saves approximately 2 man-hours per vehicle. 


11. Communication of data 


The communication of data to and from the Bureau of Naval Personnel, fleet, 
and shore distributional commands via data transceiver has permitted the 
development of more efficient replacement and manning plans. The receipt of 
this vital personnel data from naval schools and naval receiving stations at 
greater speeds has incrased the utilization of personnel. For example, as a 
result of the reduced processing time in receiving stations alone, approximately 
60,000 man-days per year have been saved. 

12. Reduction of per diem costs at Marine Corps rifle matches 

During the western division and Marine Corps rifle matches held last summer 
at Camp Matthews, it was necessary to order a number of officers and noncom- 
missioned officers from Camp Pendleton and the Marine Corps air station, El Toro, 
to assist in the operation of the matches. The rules for operation of the matches 
are being changed to permit the personnel of the marksmanship training unit at 
Camp Matthews to assume complete operational responsibility for the matches. 


It is anticipated that an annual saving of $9,786, the amount paid in per diem, 
will result. 


13. Data processing in the Office of the Chief of Naral Operations 

During the past year, excellent progress has been made by the departmental 
staff in the Office of the Chief of Naval Operations in the electronic computation- 
electronic data processing field. Areas now processed on electronic equipment 
include: Integrated aeronautical program, operations evalution, personnel re- 
quirements, target data computers, Military Sea Transportation Service ship 
utilization, mobilization personnel allocation plan, military assistance program, 
ship replacement program, and pilot time. Through the production of data 
previously unavailable, more effective planning can be accomplished with respect 
to the above programs. 
1}. Clothing repair 


Marine Corps base, Camp Lejeune, repaired mess clothing, white coats and 
od 


trousers, khaki shirts and trousers having a yalue of $85,272 for a cost of $4,637 
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which were then returned to service. Approximately 5,500 pounds of mess cloth- 
ing determined to be beyond repair was converted to cleaning rags and reissued 
to messes. Waste rags are valued at $0.11 per pound. Savings thus gained were 
$80,634 in clothing returned to service and $605 in waste rags made available for 
use. 
15. Installation of automatic typewriters in main recruiting sections 

The development of recruiting publicity and public relations at main recruiting 
stations requires the preparation of many thousands of form letters annually, 
Letters are mailed to prospective enlisted and officer applicants, media representa- 
tives, radio and television stations, high school and college officials, representa- 
tives of Navy-interest groups and reserve and retired naval personnel. Auto- 
matic typewriters were installed in 14 main recruiting stations which have a 
large volume of form correspondence. The response to the personalized letters 
over the mimeographed form letters has been most gratifying. In addition, the 
correspondence processing time has been reduced to the point where more time 
is available for actual recruiting functions. 


G. FACILITIES 

1. Ordnance facilities and equipment 

Savings of $6,700,000 have been realized by the utilization of machine tools and 
other production equipment stored in the ordnance equipment reserve. Constant 
screening of this reserve has resulted in tools and equipment costing $1,530,000 
being declared excess to the Bureau’s need. Further a stringent review of the 
naval industrial reserve ordnance plants (NIROP) resulted in declaring seven of 
these plants valued at $64,737,000 excess to requirements. In addition, NIROP 
Canton, Ohio; NIROP, Milwaukee, and NIROP, Henderson, Nev., costing a 
total of $29,120,000 have a good prospect of being sold to the contractor- 
operators. The contractor-operators of two other plants have been requested 
to indicate their interest in purchasing the properties and their replies are ex- 
pected early in 1958. 
2. Plant equipment and construction projects at shipyards 

A number of plant equipment and construction projects provided the naval 
shipyards at a cost of $560,000 will save an estimated $420,000 yearly in main- 
tenance and operation funds. After less than 18 months, therefore, increased 
economy in shipyard operations will offset the original expenditure. 
8. Utilities 

In the field of utilities conservation, over 100 stations were surveyed by the 
Bureau of Yards and Docks. An annual potential savings of $5.6 million and 
an actual savings of $240,000 resulted from these surveys. 


4. Replacement of boilers 

3ase maintenance, Marine Corps base, Camp Lejeune, replaced 2 boilers that 
were worn out through continuous use for a period of 15 to 16 years and which 
burned No. 2 fuel oil costing 11 cents per gallon. The replacement boilers are 
designed to burn Nos. 5 and 6 fuel oil costing 6 cents per gallon. The saving 
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in the cost of fuel that will accrue annually is approximately $27,941. 
5. Aircraft overhaul and repair 

As a result of a study by a consulting firm of the adequacy of aircraft overhaul 
and repair facilities, the Bureau of Aeronautics established a long-range master 
workload plan and a long-range facilities plan to modernize, augment and/or 
replace facilities for the overhaul and repair of naval aircraft. 
6. Criteria published for guidance in design of various facilities 

Criteria were published for guidance of field activities in the design of (@) 
15,000-ton sectional steel and concrete floating drydock, (0) high pressure air 
system with operating instructions, (c) definitive drawings for central heating 
plants and steam electric power generating plants, (d) feasibility study of 5,000 
kilowatt floating power generating plant (barge mounted nuclear powerplant), 
(e) 80-foot cantilever type hangar with canopy type hangar doors, (f) flam- 
mables warehouses of 2,000 to 20,000 square feet capacity, (g) bachelor officers’ 
quarters, and (fh) enlisted men’s barracks. 


7. Utilization of vehicles 
Thirty-four Marine Corps activities assigned semipermanent transportation 
have been designated to use a modified form of limited taxi service, both cargo 
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and personnel. This service is furnished by the Operations Unit, Schools Motor 
Transport Section, Marine Corps Schools, Quantico. The service thus replaces 34 
vehicles with 12 vehicles while affording fast, efficient service to a maximum num- 
per of users at a minimum operational and maintenance expenditure. The 22 
vehicles removed from service have been declared in excess of the requirements 
of the station. 


8. Controlled maintenance program 


The installation of controlled maintenance programs was continued in 213 
naval activities and was completed in 50. In addition, installation was begun 
in 10 activities. The program provides a standard organization and standard 
operating functions and procedures for the Public Works Department of activi- 
ties. Navywide results to date are (a) increased production, worker efficiency, 
material flow, and cost consciousness ; and (b) decreased lost time, trouble calls, 
and major repair projects. 


9. Disestablishment of Merchant Marine Reserve training facility 


Decreased utilization of the Merchant Marine Reserve officers training facility, 
United States Naval Reserve Training Center, Jersey City, N. J., and adequate 
training opportunities at other facilities made continuation of this facility eco- 
nomically unsound. Deactivation of this activity will create an annual savings 
of approximately $33,800. 


10. Reduction in maintenance standards 


All activities in the Bureau of Ordnance have been directed to make extensive 
studies of maintenance and operating costs of facilities which are not operating 
at full capacity. As a result, facilities have been closed where workload could 
be transferred elsewhere; structures required for mobilization only have been 
“mothballed,” and maintenance of many other facilities has been limited to 
emergency only. Specific dollar savings resulting from this program cannot as 
yet be determined ; however, it is considered that they will be quite large. 


11. Public works cost analysis 


The correlation of expenditure accounts, physical inventory codes, and work 
measurement reports for public works functions at Bureau of Naval Personnel 
activities was possible for the first time during 1957. This has permitted more 
uniformity in the reporting of cost and the integration of several informative 
source data for analytical purposes and has allowed a more meaningful and 
realistic development of unit cost data. This, in turn, has highlighted areas of 
excessive or deficient maintenance and operating costs. Initial evaluation of the 
program has already resulted in the disclosure of an uneconomical operation at 
one activity where correction has resulted in savings of several thousand dollars 
annually. Plans are proceeding for the development of the program into a highly 
effective management tool for achieving a more efficient and economical operation 
of the shore establishment. 


12. Fire department, Marine Corps Base, Twentynine Palms 

The structural and crash fire-fighting forces at Marine Corps Base, Twentynine 
Palms, were consolidated and placed under the base fire department for instruc- 
tion and supervision. The consolidation instituted standardized fire-fighting 
procedures, increased efficiency, and reduced the personnel required. 


H. SUPPLY MANAGEMENT 


1. Evaluation of inventory control point performance 

The Bureau of Supplies and Accounts continued its analysis of operating meth- 
ods used by supply demand control points, concentrating particularly upon 
material requirements determination and the standardization of procedures. The 
result has been a definite contribution toward the more efficient operations of 
the inventory control and stock points. One example: Procedures concerning 
change notice cards, which on a mechanized basis, cause necessary changes to 
stock records in such areas as identifying numbers, unit prices, and units of 
issue were different for different inventory manager controlled items. The 
Bureau has incorporated the best features of the various change notice card 
reporting procedures into one stand system. A second example: A reevaluation 
of the illustrated parts breakdown program at the Ordnance Supply Office which 
graphically presented ordnance assemblies in exploded drawings to show the 
relationship on one part to another, was found to be not completely effective. 
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The reevaluation caused cancellation of the preparation of illustrated parts 
breakdown lists for regular ordnance equipments, but continued the breakdown 
for guided missiles and special weapons. This cancellation resulted in a savings 
of 95 people. 








2. Acceleration and expansion of the defense cataloging program 


Having completed the identification of 1,275,077 items of supply, the Navy 
now is accelerating the program to convert all materials from standard Navy 
stock numbers to Federal stock numbers. The success of this effort is evident 
in the fact that current progress exceeds scheduled conversion. On December 31, 
1957, 894,337 items were managed by Federal stock numbers, and the balance 
of 256,894 will soon be converted. Another program has been initiated wherein 
Federal stock numbers will be assigned and used for about 300,000 industrial 
production equipments. 






































3. Improved distribution system for medical material 

One of the improvements expected by the adoption of the single manager plan 
for medical material was an improved distribution pattern. During September 
and October, stocks of medical material located at the Naval Supply Depot, Oak- 
land, Calif., were transferred to the Sharpe General Depot, Lathrop, Calif. Trans- 
fer of these stocks permitted the disestablishment of the medical-dental com- 
ponent at Oakland. Further economies were effected under single manager: medi- 
eal direction when the Army General Depot, Belle Mead, was disestablished in 
October 1957. By repositioning the AGO, Belle Mead, the single manager coor- 
dinated and directed a move which will result in additional savings. 


4. Mechanized system of inventory control at Marine Corps schools 


The Supply Division, Marine Corps Schools, has established a mechanized 
system of inventory control. The features of this system are mechanized stock 
records stock fractionization; preestablished maximum stock levels and reorder 
points; automatic machine preparation of resupply requisitions; rapid deter- 
mination of excess material and centralization of management and control of 
stock, stock records, warehousing, and issue and receipt of material. Since the 
stock account has been operating under the mechanized control program, over 
a million dollars in excess material has been reported and disposed of. 

























































































5. Inventory management policy emphasis 





The Navy continues to place emphasis on the development of required. inven- 
tory management policy for operations which can be made more effective, effi- 
cient, or economical. The results of this program are contained in the policy 
guidance document, Navy Policy and Standards for Inventory Management 
(NAVEXOS Publication No. P-1500). Examples of recently developed pol- 
icies included in this document cover provisioning, a technique to assure con- 
current delivery of supporting parts with parent equipments, and stock coordi- 
nation, a process to eradicate duplicate inventory investment and management. 









































6. Mobile support ship stocks 





Improved guidance for the establishment and maintenance of mobile support 
ship stocks was developed and promulgated to inventory managers and fleet 
commanders. It defines the categories of material to be stocked on the various 
types of support ships and will, in general, eliminate the echeloning of insurance 
items afloat. When the program is completely implemented, insurance items 
will be carried on individual ships and tender/repair ships only if they are 
within the capacity of ship’s force to install and if they are required to carry 
out the tender/repair ships’ repair and contingent missions. They will be elimi- 
nated from the range of material carried on board fleet issue ships in favor of 
direct support from continental United States by premium transportation. This 
will promote more effective utilization of the storage capabilities of mobile 
support ships, as well as generate savings in the procurement and stoekage of 
insurance items for the forces afloat. 






















































~n 


7. Plant property and capital equipment 











Considerable gains have been made in improving inventory management 
techniques for plant property and capital equipment. For example, a recent 
change decentralized accounting and recording, with the result that central 
mechanized records are being reduced by over a million cards. In addition, 
newly developed procedures enable asset data for designated plant property and 
capital equipment to reach requiring bureaus immediately after receipt ; thereby 
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eliminating a timelag of 3 to 6 months. Further, procedures for preparation of 
records at accountable activities and contractor plants have been standardized. 
Lastly, departmental management control is now based on selected asset data, 
so that only reports and records necessary for effective management are received. 
The new procedures retain the fidelity accounting of the former system in that 
accountability and responsibility for each item of plant property and capital 
equipment is maintained from the time the item is procured until it is ex- 
changed, sold or transferred. 


8. Materials handling equipment 


The operating fleet of materials handling equipment at Bureau of Supplies 
and Accounts managed activities has been reduced by approximately 600 units 
or 10 percent of the fleet. By this action, extensive economies in equipment 
and maintenance will be progressively realized. Additionally, the rotation of 
expensive materials handling equipment heretofore held in storage to meet 
mobilization requirements will reduce the cost of maintaining the equipment 
in storage and will permit partial replacement of overage equipment without 
resorting to procurement. 


9. Processing of inbound bills of lading 


At Marine Corps Supply Center, Barstow, the procedure for processing in- 
bound bills of lading has been revised from considering all freight rate classi- 
fications to be correct to a careful scrutiny and determination of the correct 
freight classification prior to surrender to the delivering carrier. Action is 
in process to recover $70,000 from carriers due to the application of incorrect 
freight rates and it is anticipated that future careful scrutiny of bills of lading 
may develop even greater savings. 

10. Navy provisioning progress 


Two noteworthy developments occurred recently in the field of provisioning. 
The first established a set of standard Navy source, maintenance, and recover- 
ability codes to be applied at the time of provisioning. These codes are 
designed to assist customers, supply activities and inventory managers in the 
procurement, stocking, and distribution of repair parts required for the mainte- 
nance and overhaul of Navy equipment. The second provides for more effective 
performance of provisioning functions by naval activities through the develop- 
ment and implementation of provisioning performance schedules. ‘These sched- 
ules will set forth the major steps in the provisioning cycle and the timing for 
their performance in a logical and orderly sequence, and will provide for 
variances made necessary by differences in commodities, industry practices, and 
individual technical bureau requirements. 


11. Designation of inventory manager for ground electronics equipment 
Continuing progress is being made in the elimination of inventory manage- 
ment problems. Illustrative is the recent action to develop procedures enabling 
the assignment of one inventory manager for ground electronic equipments. 
Previously, the many and varied uses of these end items had prompted adop- 
tion of a system wherein bureaus and offices retained ownership of funded 
equipments. However, after several years it became manifest that there were 
many inventory managers for the same equipments. The solution, jointly 
developed by affected bureaus and offices, enabled the Navy to designate one 
inventory manager, and to thereby assure that all available assets are applied 
to computed requirements. 
12. Disposal of excess stock 


Significant action to cause final disposal or redistribution of excess stocks was 
taken by the Bureau of Supplies and Accounts and its managed inventory con- 
trol points. In July 1957, minimum dollar objectives for the Supply Demand 
Control Points to declare to the stock points by 31 December 1957 were set as 
follows: $222.5 million for Navy Stock Account and $500.0 million for Appro- 
priation Purchases Account material. As of 30 November 1957, the Bureau of 
Supplies and Accounts managed inventory control points had made excess decla- 
rations to stock points at $195.0 million of Navy Stock Account material (87 
percent of objective) and $256.3 million Appropriation Purchase Account (51 
percent of objective). The net effect of this action will be reduced inventories, 
reduced number of items to manage, and reduced maintenance and storage costs. 
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15. The defense standardization program advancements 


The Navy has maintained a continued and accelerated participation in the 
defense standardization program during the past year with identifiable benefits, 
Action through standardization simplification has enabled the Navy to eliminate 
approximately 80,000 items from the supply system with a consequent estimated 
reduction of inventory of $4 million. On one item alone, involving the modifica. 
tion of an internal combustion engine lubricating oil and the consequent dis- 
continuance of another, the attributable savings are $500,000. By standard- 
izing towed targets for surface gunnery, savings in inventory requirements 
amounting to $390,000 are expected to be realized by elimination of one type 
of target and revision of gunnery instructions. In addition, through completion 
of over 700 projects involving specifications and standards, there has been re- 
sultant improvement and reduction in the number of varieties of sizes, kinds, 
and types of items which can be procured for the supply system. 


14. Supermarket for shop stores operations 

The Naval Radiological Defense Laboratory has introduced the supermarket 
system for its shop stores operations. By placing items in the open, scientific 
and technical personnel are able to browse and see what is available for use. 
Purchases are charged off at a center counter on leaving the store. This has 
resulted in better utilization of equipment. 

15. Electronic data processing systems (EDPS) in supply system 

(a) Ships parts control center.—The following are examples of savings which 
have been generated at one activity, the ships parts control center (SPCC), 
by the installation and use of electronic data processing systems. 

(1) Cost of preparing inventory analysis and stratification reports has 
been reduced from $70,000, requiring 17,000 hours of machine time, with electric 
accounting machine (EAM) equipment, to $13,000, with 57 hours of EDPM time, 
Of even more importance is the fact that the reports are more timely and 
meaningful in projecting budgetary requirements. 

(2) Cost of maintenance of master technical records (8 million) at SPCC 
with EAM equipment was $60,000 semiannually and 6 months were required 
to process the EAM cards. With EDPM, the file is maintained and updated 
on a monthly basis at a cost of $6,400. 

(3) In a recent disposa! review at SPCC, the EDPM equipment processed 
16,876 “F” fraction itenss in 4.7 hours at a cost of $462, determining which 
items were in long supply and how many could be disposed of at each reporting 
activity. 

(b) Additional EDP systems installed or to be installed.—During the period 
July-December, a second large scale EDPS was installed at the Aviation 
Supply Office. Smaller types of data processing equipments were installed 
at the General Stores Supply Office, Naval Supply Depot, San Diego, and 
Naval Supply Depot, Newport. Approval has been received and preparatory 
work is well under way for EDPS installations during calendar year 1958 at 
the Electronics Supply Office, the Submarine Supply Office, the Yards and Docks 
Supply Office, and the Naval Shipyard, Charleston. 

(c) Use of transceivers.—The use of transceivers for the rapid transmission 
of supply data between the Aviation Supply Office and the major naval air 
stations has been expanded so that currently 18 stock points for aeronautical 
material are connected to each other and the supply demand control point 
at Philadelphia. Increased logistics support effectiveness and broader utiliza- 
tion of existing facilities has been realized through the ability to accelerate 
the availability of pertinent supply information. 

16. Gravity conveyors 

The rearrangement of gravity conveyors in the Preservation and Packaging 
Section, Marine Corps Supply Center, Albany, has resulted in an increase of 20 
percent in the amount of work performed and decreased the cost per measure 
ment ton of the operation from $58-$69 to $38-$49 for an annual benefit of 
$45,744. 


17. Consolidation of inventory manager functions 

The operations of the Electrical Fittings Control Division, Portsmouth Naval 
Shipyard, were transferred to the Ships Parts Control Center and the Elec- 
tronics Supply Office. This action permitted a net savings of 70 people plus addi- 
tional savings in electrical accounting equipment, services, and overhead. The 
total estimated annual savings are expected to approximate $550,000. 
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18. Stock coordination 


The stock coordination program, which is closely related to catalog conversion, 
examines broad categories of material to determine the best assignment of indi- 
yidual items to specific inventory control points. 

(a) The program of transferring supply management of repair parts from 
the Navy bureaus to appropriate Navy supply demand control points (SDCP’s) 
was completed during the year and is now in a maintenance stage. Transfers 
under this program which began in 1954 totaled 37,718 items with an inventory 
yalue of $525,597,000. This action has provided for greater utilization of inven- 
tory management capabilities at SDCP’s. 

(b) Significant progress was made in furthering inter-SDCP supply support 
for the repair parts required for new equipments. From January 1 through Sep- 
tember 30, 55,000 common-type items were referred to other SDCP’s, and 83 per- 
cent of the items referred were already available in the Navy Supply System. 
This inter-SDCP support permitted maximum utilization of existing inventories 
and prevented the development of item duplication among the SDCP’s. 

(c) Approximately 90,000 items were eliminated from nonstandard stock dur- 
ing calendar year 1957. The dropped items resulted from standardization ac- 
tions, eliminations of items no longer essential or required, and consolidation 
of identical and similar materal under the inventory management of one SDCP. 


STEPS TAKEN BY THE DEPARTMENT OF THE AIR FORCE DURING 
CALENDAR YEAR 1957 TO ELIMINATE WASTE, ACHIEVE GREATER 
ECONOMY, AND IMPROVE EFFICIENCY 


Introductory statement. 
Section 1. Management. 
A. General. 
B. Financial. 
C. Paperwork. 
Section Il. Manpower and personnel. 
A, Summary. 
B. Manpower utilization. 
C. Retention and selection. 
D. Training. 
BE. Civilian personnel. 
Section III. Logistics. 
A. General. 
B. Procurement and production. 
©. Supply. 
DPD. Transportation. 
E. Maintenance. 
Section IV. Installations. 
Section V. Reserve Forces. 
Section VI. Field activities. 


During 1957 the Air Force convened two separate reviewing boards, composed 
of general or senior officers, for the specific purpose of reviewing the Air Force 
program and recommending actions which would result in economies to the Air 
Force. One of the boards was charged with the responsibility of attacking 
manpower problems, while the other was concerned primarily with operating 
and maintenance funds. In the course of the reviews every Air Force function 
and activity was open to scrutiny. Additional studies made by the Air Staff 
were aimed at the elimination of less essential activities, and augmented the 
econoly proposals recommended by the boards. 

At the close of 1957 consideration had been given to about 400 various proposals 
for economy, of which approximately 300 were approved for partial or complete 
implementation. The approved proposals involve consolidation or deletion of 
functions or activities, inactivation of units and reduction in activity or closure 
of installations, reduction of organization strengths, and acceleration of similar 
actions which were programed to occur in the future. 

The approved economy actions resulting from these studies were first intro- 
duced into Air Force programs in the fall of 1957, and the results therefrom will 
carry into 1958 and 1959. The Air Force will continue an active program to 
study any additional proposals to effect economy or attain more efficiency and 
capability in Air Force organizations, activities, and functions. 
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This report contains representative examples of specific actions initiated or 
continued by the Air Force in 1957 toward attaining more economical and eff- 
cient operations at all echelons. 


Section I. MANAGEMENT 


A. GENERAL 


1. Organization of DCS Plans and Programs 

Prior to July 1, 1957, the Air Staff of Headquarters, United States Air Force 
was organized in such a way that both long-range planning functions and day- 
to-day operations were assigned to the Deputy Chief of Staff, Operations. 

This created problems because the management principle of “span of control” 
was violated due to the extremely broad area of responsibility assigned one 
office. 

On July 1, 1957, the office of Deputy Chief of Staff, Plans and Programs, was 
organized and assigned the functions of long-range planning and programing. 
This distinctly separates these functions from day-to-day operations, resulting 
in more efficient staff management. The Deputy Chief of Staff, Plans and Pro- 
grams, was also assigned primary responsibility for Air Force planning of a 
joint nature and relations with the Joint Staff and national agencies. 


2. Consolidation of Air Proving Ground Command and Air Research and 
Development Command 

































Effective December 1, 1957, the status of the Air Proving Ground Command 
as a major air command and the Air Force Armament Center as a research and 
development center was terminated. The APGC and AFAC were combined into 
a single center, designated the Air Proving Ground Center, under the Air Research 
and Development Command. The mission of this center will be to operate the 
unique test and training facilities at Eglin Air Force Base, Fla., for both research 
and development agencies and the operational commands, and to perform an 
armament development mission. This unique test environment at Eglin will 
allow increased emphasis on air defense weapon system testing, using the varied 
equipment which has been sited there. The existing operational test mission 
of the APGC will be integrated into other research and development phases and 
into the tactical training mission of the major commands. 

Simultaneously with incorporating the APGC into the Air Research and De- 
velopment Command, a new and streamlined development test philosophy was 
implemented which will both shorten and improve the efficiency of the lengthy 
weapon system development cycle. This philosophy requires the user’s partici- 
pation at the inception of the development cycle of any air weapon system. 

The Air Force also is working with the contractors to assure that each flight 
hour on weapon systems and each firing on missiles covers the maximum possible 
number of tests on each occasion. For example, the Air Force has appointed a 
flight test manager who will control, at one agency, the flight test efforts on a 
fighter aircraft which would normally have been accomplished at four Air Force 
testing facilities. Substantial economies will result from reducing the number 
of flight test hours and the number of test aircraft required, and increasing 
coordination in the overall flight test program. 

8. Mechanization of key program data 

A long-term project was completed in 1957 resulting in the successful applica- 
tion of mathematical methods and an electronic computer to the problem of 
preparing more accurate and timely peacetime aircraft and flying hour program 
data. These schedules of inventory and flying activities also provide a basis for 
the computation of requirements and useful management data for many other 
types of Air Force functions. 

The mechanized procedures will permit the use of more current information in 
preparing complete revisions of these basic program documents. More recent 
decisions or other guidance and input data changes can be reflected consistently 
throughout the entire aircraft and flying hour computation. Previous methods 
permitted these late changes to be reflected only in selected key areas, resulting 
in some imbalances in the remainder of the program. 

Use of more consistent and timely program data to determine procurement 
requirements and for allocation of available resources will provide the basis for 
achieving greater economies in the management of resources. The possibilities 
of overprocurement or the creation of shortages because of late changes in the 
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program are greatly reduced. This elimination of waste has a direct effect on 
the operational efficiency and combat readiness of the Air Force. 

Aircraft and flying hour program data prepared on the Headquarters, United 
State Air Force computer are in a form that is directly usable on other computers, 
primarily in the Air Materiel Command where these data are used to compute 
requirements for logistical support, aircraft maintenance, etc. This increases 
efficiency of operations by reducing the time required to start these computations 
and by eliminating errors that occur when masses of data are transcribed into 
another form by manual methods. 

Application of the computer methods also insures that, through the consistent 
use of logical procedures, command requirements for aircraft will be satisfied 
more effectively within the limit of available resources. 

4. Use of modern data-processing equipment 

The Air Force program for use of modern data-processing equipment to achieve 
efficiency and economy in operations was implemented by the installation of 15 
electronic data-processing systems (EDPS) during 1957. These equipment 
systems are used for data-processing support for the following functions: 

(a) Depot inventory control including inventory accounting—monetary: This 
function is being processed on the electronic data-processing systems installed 
at Headquarters, Middletown Air Materiel Area (AMA), Headquarters, Mobile 
AMA, Headquarters, Ogden AMA, and Headquarters, San Bernardino AMA. 
Four overseas depots were also equipped with EDPS. 

(b) Materiel requirements computation: The automatic computation of re- 
quirements for supply items for which the depot has prime logistics responsibility 
was begun at Headquarters, Sacramento AMA, 

(c) Supply distribution by weapon systems: The automatic identification and 
distribution of supply items for B-52/KC—135 aircraft was begun as an applica- 
tion on EDPS at Headquarters, Oklahoma City AMA. 

(d) Statistical reporting: The use of EDPS for the compilation of command- 
management data and for reporting to higher headquarters was initiated at 
Headquarters, Air Research and Development Command, and Headquarters, 
Military Air Transport Service. 

(e) In addition to the above applications, EDPS was installed at Headquarters, 
Strategic Air Command, for combat operational control purposes and at the 
Aeronautical Chart and Information Center, MATS, for local plant management. 

tenefits realized so far consist of reduction of operating supplies, transporta- 
tion, communication, and management improvements such as system redesign, 
data cleanup, inventory reduction, reduced buying, improved quality, and manage- 
ment control. Recent evaluations assure the Air Force of continuing operational 
and monetary benefits of major scope. 

The Air Force, in collaboration with the General Services Administration, was 
actively engaged during 1957 in contract negotiations with data-processing-equip- 
ment manufacturers for better terms and conditions covering the lease of equip- 
ment used by the Air Force. The principal achievement was the acceptance on 
the part of the contractors to the lease of equipment on a “usage” basis. Pre- 
vious contractual policy was to lease equipment on an “availability” basis. The 
“use” concept provides greater flexibility of operations, as the equipment can 
be utilized as required for a specified number of hours during the month, without 
regard to clock hours. AlIso, it substantially decreases the cost of administration 
in recordkeeping and auditing utilization reports which serve as the basis for 
determining rental payments to the contractors. 


5. Air Force base mechanization 


Commands continued the pursuit of more efficient and economical accomplish- 
ment of their missions through expanded use of machines in lieu of people. 
Recurring reviews and evaluations of mechanized systems and procedures re- 
sulted in additional refinements which have also increased personnel economies 
and improved management. Documented personnel spaces saved amount to over 
3,000. Based on an average annual salary of $5,000, the rate of estimated 
annual economies amounts to over $15 million. The continned increase in num- 
ber of bases mechanizing supply has resulted in further identification, declara- 
tion, and shipment of excesses amounting to approximately $20 million by several 
of the commands operating an active disposal program. 
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6. Incorporation of automation in ballistic missile programs 

In every practicable way, the ballistic-missile systems have been designed to 
accommodate automaticity in all operational and handling aspects. This serves 
to decrease the number of personnel required on site and for support, and de 
creases the training effort, facilities, and costs required to provide properly 
skilled manning. Economies in training costs have been calculated to outweigh 
costs of the automation. In addition, intangible economies are realized through 
more rapid response and increased safety. 
7. New international postal agreement 

On Air Force recommendation, the United States Post Office Department has 
concluded agreements which permit the dispatch of mail from other foreign 
countries direct to air post offices located in Korea, the Philippines, and Okinawa. 

Under previous international agreements, foreign mail had to be transported 
from the country of origin to the San Francisco International Exchange (fice 
ind then returned to the addressee overseas. 

Mail transit time and transportation costs will be considerably reduced under 
this new procedure. 

B. FINANCIAL 


‘ 


1. Issuance of budget authorizations 

In 1956, the Comptroller of the Air Force announced a policy to the effect 
that budget authorizations would be issued at the highest practicable level 
within an appropriation, consistent with requirements of Air Force management 
and limitations imposed by the legislative and executive branches of the Federal 
Government. The purpose of the Comptroller’s policy on this subject is to 
improve the ability of commanders at the operating level to accomplish their 
assigned missions with the maximum degree of managerial latitude. Budget 
authorizations represent the approved financial programs on which the com- 
manders can plan for the present, as well as the future, to enable them to dis- 
charge their responsibilities in an orderly and businesslike manner. 

In furtherance of this policy on budget authorizations, a plan was put into 
effect on July 1, 1957, whereby budget authorizations for the following appro- 
priations will be issued at the “budget program” level for the current and 
preceding program years: (a) “Aircraft and related procurement,” (6) “Pro- 
curement other than aircraft,’ and (c) “Research and development.” Budget 
authorizations for all program years prior thereto will be issued at “appropria- 
tion” level for each program year until such time as the records of a program 
year are closed and the remaining unliquidated obligations and valid unobligated 
commitments are transferred to the appropriation liquidation accounts for which, 
also, budget authorizations will be issued at “appropriation” level. As a new 
program year begins, the budget authorizations at “budget program” level for 
the second preceding program year will be consolidated, and a superseding 
budget authorization for that program year will be issued at “appropriation” 
level. Only one allocation, which provides the authority to obligate funds under 
the appropriations mentioned above, will be issued at appropriation level 
embracing all program years. 

The issuance of budget authorizations in the manner described above results 
in a reduction in the number of reprograming requests submitted by commands, 
and a reduction in the number of funding documents required for transmittal to 
the commands. It also results in a considerable savings in the time required at 
Headquarters, United States Air Force, for the review and coordination of 
reprograming actions within the Air Staff. Furthermore, it permits commands 
to manage their funds programs more efficiently and in harmony with the needs 
of the missions for which they are responsible. 


2. Establishment of liquidation accounts for specified no-year appropriations 


The start of fiscal year 1957 found the Air Force with an accumulation of pro- 
gram-year accounts in the no-year appropriations dating back to fiscal year 
1948 for the “Aircraft and related procurement” appropriation, to fiscal year 
1951 for the “Procurement other than aircraft” appropriation, and to fiscal year 
1950 for the “Research and development” appropriation. The older program 
year records were maintained primarily for the liquidation of obligations per- 
taining to contracts already accomplished. Decreasing activity in the older 
program-year accounts provided an opportunity for simplifying contract ad- 
ministration and reducing the workload in the maintenance and reporting of 
these accounts. A “liquidation account” was, therefore, established in each 
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of the appropriations named above. Unliquidated obligations in active program- 
year accounts more than 314 years old will be transferred to these accounts and 
administered until finally liquidated. 

Initially, the procedure provided for the consolidation on January 1, 1957, 
of unliquidated obligations of program year 1953 and prior program years into 
a liquidation account for each appropriation. This consolidation was made by 
each command or agency thereof in the accounts for which they currently had 
operating and management control. Annually thereafter, unliquidated obliga- 
tions of the then oldest active program year within each appropriation will be 
transferred to the appropriate liquidation account. This transfer will be ac- 
complished in January of each year in order to avoid the year-end workload 
that exists during the month of July and to permit procurement, supply, and ac- 
eounting personnel to take unified action in reviewing and adjusting the un- 
liquidated obligations to be transferred. 

By the establishment of a single liquidation account in each appropriation, 
a number of individual program-year accounts have been closed and, as a re- 
suit, there has been a considerable decrease in recordkeeping and reporting. 
At the same time, more emphasis is being devoted to the important function of 
liquidating old obligations as rapidly as possible. 


8. Accounting for obligations 


The Department of the Air Force published a regulation (AFR 170-8) dated 
May 15, 1957, on Prerequisites for Recording Obligations and Certifying Related 
Reports, in consonance with the provisions of section 1311, Public Law 663, 
88d Congress, and Department of Defense Directive 7220.6 dated April 28, 1955. 
This regulation improves the administration of appropriated funds by establish 
ing more definitive prerequisites for the recording of obligations throughout the 
Air Force, and outlining more specific instructions for the certification of re- 
ports relating to the status of funds. This regulation applies to and is directive 
upon any component or activity of the Air Force to which appropriations or 
fands are made available, including the Air Foree stock fund, the Air Force 
industrial fund, and the Air Force management fund. 

It is the intent of this regulation that all valid obligations will be recorded, and 
that Air Force accounting components will be aggressive in obtaining the necessary 
documentary support for recording obligations. It is also intended that all staff 
and operating elements will provide maximum cooperation in making essential 
documentation available to the accounting components. While it is recognized 
that estimates are unavoidable in some instances and that some adjustments 
will be encountered, it is contemplated that the balances reported monthly and 
at the close of a fiscal year will contain all obligations that ure properly charge 
able to the appropriation or fund. In the case of annual appropriations, it is 
intended that no increases in recorded obligations will occur subsequent to 
the close of the fiscal year that will result in cumulative obligations in excess of 
the June 30 certified balance. Any significant increase in recorded obligations 
after the close of the fiscal year will be a matter for investigation and 
explanation. 

4. Air Force stock fund 


The Air Force stock fund was expanded in 1957 to bring additional items 
under its coverage, thereby extending the procurement and financial advantages 
of this fund to a wider area of Air Force operations. In the clothing division 
of the Air Force stock fund, selected items of organizational clothing were 
added to the items of individual uniform clothing which were carried in this 
division. In the medical-dental division, locally procured standard and non- 
standard medical and dental supplies and equipment were added to the selected 
centrally procured material currently being procured and initially financed 
under this fund. In addition, changes in coverage of existing centrally procured 
items were effected to establish consistency with single manager item coverage. 
In both of these divisions, Zone of Interior depot stocks were transferred to 
the respective single manager agencies. 

The general supplies division was extended on a pilot-test basis at Elgin Air 
Force Base to include base stocks of the same items included at depot level and 
all authorized local-purchase items. 

This expansion of the Air Force stock fund permits the Air Foree to provide 
better administration and fund control over the procurement of these added items 
of material, and thereby results in better fund utilization. In order to obtain 
more effective utilization of available resources, total stock-fund inventories were 
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reduced significantly during the year. This reduction was attained by the end 
of November and approximated 5 percent of the level on hand at June 30, 1957. 
5. Expansion of the printing services program of the Air Force industrial fund 

On July 1, 1957, the charter for the Air Force printing service, Air Force In- 
dustrial Fund, was expanded to include the operation of certain centralized 
duplicating and photographie facilities operating as adjuncts to 7 of the 8 in- 
dustrialized printing plants and funded under appropriated fund sources 

The consolidation of these printing and duplicating services results in better 
utilization of equipment and personnel and the consolidation of inventories of 
supplies and materials which were being maintained separiutely. 


C. PAPERWORK 
1. Records management 

In 1957, the continuing Air Force records-management program resulted in the 
destruction of 616,630 cubic feet of records. An additional 207,711 eubie feet 
were moved from office space and filing cabinets to records staging areas and 
records centers. Office space, storage space, and filing cabinets that would other- 
wise be required to house these records have been released for current files or 
other purposes. 

2. Forms management 

The Air Force forms management program is a continuing paperwork im- 
provement program. Its prime objective is to develop efficient systems and pro- 
cedures essential to administrative processes in the Air Force. 

During 1957, 9,358 individual forms were eliminated throughout the Air Force. 
The elimination of these forms resulted from standardization of approximately 
600 forms and their related procedures by Headquarters, United States Air Foree, 
and the major air commands. 

These improvements, not only realize economy in the development and produe- 
tion of forms, but, what is more significant, they result in better use of manpower 
through more efficient paperwork operations. 


3. Reports control 

The Air Foree reports control group periodically conducts surveys on each 
recurring report to insure that the data are still needed and the more economical 
procedures are being used. 

During 1957, Air Force controlled recurring reports were reduced from a total 
of 367 to 343. In the same period, 45 recurring reports were reduced in content 
and frequency. 


4. Informal recurring publications 

A directive was sent to major commanders, requesting that they reduce to 
essential minimums the number and content of their informal recurring publi- 
cations. 

Results reported so far show that at least 226 such publications were elimi- 
nated, with an estimated annual cost reduction of $513,550. 
5. Report requirements from weapon systems contractors 

The Air Force is currently implementing a plan to reduce requirements for 
certain data and reports from weapon system contractors. Because of the com- 
plexity of modern weapon systems the Air Force is delegating to contractors the 
responsibility for details and placing more emphasis in the Air Force on the 
managing and advising roles. This has saved many thousands of nian-hours 
which were consumed before in the preparation and review of such data. The 
plan has been worked out with the assistance of the Aircraft Industries Asso- 
ciation. 
6. Air Reserve Records Center 

Project ARRC (Air Reserve Records Center) was undertaken to improve the 
efficiency and economy of the Air Reserve Records Center in receiving, storing, 
and administratively processing the military personnel records of air reservists 
not on active duty. The objective was to enable the present manpower to accom- 
modate to the increased workload resulting from expansion from the current 
inventory of 350,000 records to the 830,000 records programed for 1960. 

The project was completed in May 1957, and resulted in 37 major recommenda- 
tions, covering every phase of operations. Improvements in equipment utiliza- 
tion, space utilization, organizational structure, paper management procedures, 
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records handling techniques, and personnel interrelationships resulted in tangible 
one time economies of $423,000 and recurring annual economies of $239,000. The 
cost of the project to the Air Force was $66,000. 
” New Air Force officer personnel records system 

To reflect more accurately officer qualifications and to assist in effecting 
assiguments that are more compatible with personal desires within Air Force 
requirements, a new Air Force officer personnel records system was adopted 
during 1957. This new system incorporates into one form data which were 
formerly contained in several other forms. The new form includes a section 
which provides officers with an opportunity to indicate their preferences regard- 
ing assignment. As a result, individual desires, career intentions, qualifications, 
and experience are all available in one document. Through this system assign- 
ment actions can be finalized more rapidly with greater utilization of the talents 
of officers. Additionally, retention of personnel is enhanced through the ability 
of assignment personnel to give more recognition to individual preferences. 


SecTion II. MANPOWER AND PERSONNE! 


A. SUMMARY 


1. Reductions in Air Force wings and total manpower authorizations 

As of December 31, 1957, 127 wings were numbered in the Air Force opera- 
tional program. This posture was planned as a result of modernization of Air 
Force units and economies promulgated by the advent of missile weapon systems. 

The net decrease in manpower authorizations amounted to 73,562, of which 
17,722 were military, and 55,840 were civilian spaces. The reduction in military 
and civilian authorizations reflects the Air Force program to accommodate itself 
within manpower and budgetary limitations established for fiscal year 1958. A 
comparison of manpower authorizations at the end of 1956 and 1957 follows: 


iain - —| = 
Total military , 941, 163 923, 441 
Total civilian 444, 397 388, 557 
Civilian (01-direct hire $27, 852 (320, 834) 
Civilian (07-contract hire 53, 865) 
Civilian (deutschmark 16, 545 (13, 858) 
Aggregate ----..- . ates 1, 385, 560 1, 311, 998 
' Includes civilian 01-direct hire and 07-contract hire 


2. Reduction in military personnel assigned to supporting forces 

The general objective of the Air Force is to utilize a maximum of military 
manpower resources in the operating forces and a minimum in the supporting 
and training areas. The following table illustrates the ratio of military per- 
sonnel assigned to the operating forces versus the supporting forces: 


Jan. 1, 1967 | Novy. 30, 1957 
Total Percent Total |Percent 
Operating forces : 564, 534 61.5 £64, 943 | 63. 4 
Supporting forces (including special foreign activities) . 136, 059 14.8 156, 668 17.6 
Training forces ; ; Siac 204, 748 22.3 156, 928 17.6 
fransients and patients es 13, 031 1.4 12, 341 1.4 
Aggregat 918,272 | 100.0 390, 880 100. 0 


An increased ratio of military personnel assigned to the operating forces dur- 
ing this period was achieved even though total strength was reduced from 
Y18,272 to 890,880. In comparing the November 30, 1957, ratios with Janu- 
ary 1, 1957, consideration must be given to the current method of accounting 
for headquarters above wing level. All such headquarters, except air divisions 
im the Air Defense Command, are now accounted for in the supporting forces. 
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Previously (January 1, 1957, reporting) Headquarters MATS and all subecom. 
mands and SAC Air Division Headquarters were reported under operating forces: 
Headquarters Air Training Command and all subcommands, Headquarters 
Air University and Headquarters Continental Air Command were reported jn 
trulning torces 


R. MANPOWER UTILIZATION 


Reductions in manpower spaces for command he adquart« rs of the USAF 

During fiscal year 1957 the Air Staff reduced manpower requirements jn 
headquarters activities through organizational and programing actions, For 
example: The elimination of Headquarters Northeast Air Command provided 
i reduction of 486 manpower spaces; consolidation of the Crew Training and 
Flying Training Air Force Headquarters provided a reduction of 540 man- 
power spaces; consolidation of FEAF-PACAF Headquarters at Hickam AFB, 
T. H., and the reduction of the 138th Air Task Force in the Far East area 
provided a reduction of 654 manpower spaces. In addition to the specific or- 
ganizational consolidations and eliminations, other headquarters elements within 
the Air Foree above the operatiol al division level were programed for redue- 


tions through fiscal year 1958. The combined organizational actions and reduced 
programing resulted in a reduction of 1,733 manpower spaces in headquarters 
organizations 

In April 1957, which was prior to completion of the Air Force self-imposed 
headquarters reduction, the Department of Defense directed a reduction of 
eertain USAF operational headquarters activities. This reduction was 12 per- 


cent of the assigned December 31, 1956, strength of headquarters organizations 
above the division level located outside the Washington. D. C.., metropolitan 


area. The Air Force reduction was computed at 4,219 manpower spaces. 
Taking credit for the 1,733 spaces already scheduled for reduction, there re. 
mained 2.486 additional spaces to be recovered to meet the OSD objective. 


This was accomplished by having an across-the-board reduction in selected head- 
quarters outside the Washington, D. C., area. New manpower authorizations 
ere computed for each major command and reductions were made. In addi- 
n, Headquarters USAF, was decreased by 12 percent which resulted in a 
reduction of 1,075 personnel spaces. 


2, Reorganizations within the Pacific area 


During 1957, the Air Force realized considerable manpower economies in the 
Pacific area as a direct result of major reorganizations and consolidation of 
responsibilities. Effective July 1, 1957, the USAF major air command in the 
Pacific (Far Fast Air Forees) was moved from Fuchu Air Base, Japan, to Hickam 
Air Force Base, T. H., combined with the USAF headquarters in Hawaii, and 
redesignated Headquarters, Pacific Air Forces (PACAF). The 5th Air Force 
then became the major USAF headquarters in Japan as a subcommand of PACAF. 
These actions resulted in the elimination of one subcommand headquarters and a 
decrease in the size of the major headquarters for a total reduction of 481 
personnel spaces. 

The 7th Air Force, which was a subecommand of the USAF headquarters in 
Hawaii, was inactivated and its air defense responsibilities were assumed by 
2 new air divisions: the 326th Air Division at Wheeler Air Force Base, T. H., 
assumed air defense responsibilities for Hawaii, and the 327th Air Division 
assumed air defense responsibilities for the Marianas and Bonin Island complex 
This reorganization resulted in a reduction of 201 manpower spaces. 

Another organizational change in the Pacific area was the reorganization of 
the 5th Air Force to facilitate the integration of indigenous air defense forces 
and reduce headquarters layering by eliminating tactical group headquarters, 
maintenance and supply group headquarters, and fighter-interceptor head- 
quarters. The main feature of this reorganization was the separation of offensive 
and defensive missions. The offensive forces are now the direct responsibility 
of the commander, 5th Air Force, and air division commanders are responsible 
for area support and air defense forces. 

As a result of the above actions, a reduction of 3,643 manpower spaces is 
realized. Approximately 2,000 spaces were withdrawn in 1957, and the balance 
will be withdrawn in 1958. 


3. Reduction of air rescue services 


Further study of the air rescue service program disclosed that additional 
economies could be made based on the determination that an acceptable degree 
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of air rescue capability could be provided at a lesser manpower cost. Air rescue 
service hendquarters is being reduced and 8 air rescue groups and 11 squadrons 
are being phased out during fiscal year 1958. The net reduction will be approxi- 
mately 1,945 manpower spaces. 


4. Transfer of Ellington Air Force Base from Air Training Command to Con- 
tinental Air Command 

A manpower reduction of 2,600 positions is reflected in the manpower program 
for Air Training Command with elimination of the navigation training mission 
at Ellington Air Force Base, Tex., effective in the first quarter fiscal year 1958. 
This reduction was made possible by curtailing the length and scope of training, 
and by consolidating training formerly performed at 2 Air Force bases (Elling- 
ton and Harlingen) at Harlingen Air Force Base, Tex. This action permitted 
the transfer of 2,600 manpower spaces from training support activities to higher 
priority requirements in USAF operating forces. 


5. Reductions in medical manpower requirements 


During 1957, realinement of organizational structures and functions and 
reductions in bed authorizations provided the means for a more efficient utiliza- 
tion of available manpower resources within the Air Force Medical Service. 
The cumulative effect of these actions was a reduction of 1,046 manpower authori- 
gations (178 offices, 240 airmen, and 628 civilians) in Air Force treatment facili- 
ties in the period December 1956 to November 1957. 

Economies were also effected in student training programs by eliminating 100 
training spaces in the senior medical student program and 30 in the senior 
dental student program, and by using only 54 of the available 140 civilian intern 
program spaces. 

In the interest of economy the USAF Tactical Medical Center was disestab- 
lished on September 1, 1957. This action reduced medical manpower require- 
ments by 36 spaces and eliminated operating costs, exclusive of military pay, of 
approximately $95,000 per year. 

In addition to the above, action is being taken to consolidate the medical 
functions now at Parks Air Force Base, Calif., into other Air Force treatment 
facilities, with an anticipated reduction of 197 manpower spaces. 


6. Reviews of authorization and hiring 


The Air Force has an active program for reviewing the essentiality of all 
authorized positions. This program operates to insure a review at least once 
annually of the essentiality of all positions, civilian or military, whether filled 


or vacant. During fiscal year 1957, a total of 1,259,601 positions were screened. 


} Of these positions, 47,708 were transferred to meet jobs of higher essentiality. 
Another feature of this program is to review each vacated civilian position to 
e insure that it is essential before instituting action to hire a replacement. During 
. fiscal year 1957, a total of 97,697 vacant civilian positions were reviewed, of 
a which 8,922 positions were shifted to meet higher priority workloads. 
1 At the present time, because of limitations on funds, civilian hiring is per- 
mitted only when it is imperative to continue an essential activity and failure to 
n rehire would result in resorting to a less economical alternative. Hiring is 
y nonitored closely by permitting only a base commander or one designated repre- 
me sentative to approve hiring actions. 
r 7. Implementation of direct reservation system 
In order to conserve manpower and resources, the Air Force has a program 
af for maximum use of airlift for personnel traveling to and from oversea areas. 
es To expedite the PCS (permanent change of station) movement of personnel 
S, overseas by air travel, a direct reservation system was implemented on January 
d- 1, 1957. The new system eliminates the requirement for officers, warrant offi- 
ve ters and seven-skill-level airmen to report to personnel process groups to await 
ty transportation 
ile Under this system, unaccompanied personnel obtain a reservation for air travel 
prior to departure from their Zone of Interior assignment. This reservation is 
is icerporated in the individual’s movement orders and directs reporting to an 
ce aerial port of embarkation not less than 2 hours nor more than 6 hours before 
departure time. As a result of the new system, oversea processing has been re- 
duced to a routine checking of immunization orders, passports, etc., immediately 
prior to boarding transportation. The new system, which realizes considerable 
nal fconomies through elimination of ineffective holding time and a reduction in 
ree 
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direct transportation costs, was expanded in later months of 1957 to include the 
movement of lower ranking airmen. The complete elimination of personnel proc- 
essing groups and the movement of all unaccompanied personnel through the 
direct reservation system will be realized by June 30, 1958. 


C., RETENTION AND SELECTION 


1. Airman retention program 

An aggressive airman retention program has been maintained at all levels 
of command, down to and including base level. A favorable atmosphere has 
been created for retaining expensively trained and highly needed technicians 
by allocating a proportionately greater number of promotion spaces to these 
career fields. Additionally, the Air Force is developing a program for giving 
proticiency pay to individuals working in certain highly technical jobs. 

The introduction of increasingly selective reenlistment criteria plays a vital 
part in raising the general prestige of the airman corps, thereby making the Air 
Force a more desirable career. The qualitative criteria established precludes 
reenlistment of airmen who have not attained a minimum grade and progressed 
beyond a desired skill level during the first enlistment, or who are not poten- 
tially useful to the Air Force, as evidenced by low aptitude test scores. In addi- 
tion, early release programs have been initiated directing immediate release of 
certain airmen who have failed to progress and who lack aptitude for retraining, 
Another procedure designed to increase selectivity has been approved and will 
be implemented in April 1958. Basically, this new procedure provides for sereen- 
ing individuals for potential usefulness to the Air Force by use of aptitude tests 
prior to enlistment, rather than the general intelligence-type test now used. 

While the retention program and various other personnel actions taken to 
make an Air Force career more attractive have resulted in an overall impreve- 
ment in retention of first-term airmen, sufficient numbers of needed technicians, 
who are most vital to maintaining combat capability, are not reenlisting. Addi- 
tionally, the Air Force requirement for technicians is increasing due to 
technological changes and introduction of new, advanced equipment. 


»>. Five-year contracts for pilots and navigators 

Pilots.—It has been determined that the high cost of pilot training calls for 4 
vears of rated duty as a minimum tour if the Air Force is to realize economic 
value for its training dollars. Until recently, the obligated tour of active duty 
for AFROTC officers was 3 years including training time. Training time has 
lengthened until it is almost 20 months before a trained individual joins his 
unit. The ROTC rated tour of 3 vears hardly allowed time for the individual 
to become operationally ready, following assignment to a tactical unit, before 
he was eligible for release. 

The tour for all pilot trainees was extended in August 1957 to 4 years after 
training, with the option of a 3-vear nonrated tour offered to ROTC candidates. 
The resultant reduction in training requirements translates into substantial 
economies. It is estimated that economies to be realized will approximate 
$95 million when the reduced pilot training rate stabilizes at 2,700 per year in 
fiscal vear 1959. 

Navigators—When the 5-year contract for pilots was established the Air 
Foree took the initial step toward affording greater stability within its combat 
organization. However, the level of operational readiness of certain indi- 
vidual aircrews continued to be limited by the turnover rate of navigators serv- 
ing under the 3-year contracts. When a 5-year contract pilot has a 3-veor con- 
tract navigator as a crew member, his crew regresses to nonready status each 
time the navigator is lost. The crew remains in nonready status until the re- 
placement navigator becomes ready. Until the navigator can be more closely 
termed with the pilot from a retention standpoint, only small crew-readiness 
gains can be realized from the 5-year pilot contract. 

Early in December 1957, the Secretary of the Air Force approved a plan to 
extend the navigator obligation to 4 years plus training time. Implementation 
actions are scheduled to be applied to all navigator trainees entering training 
after July 1, 1958. In addition to improved combat crew effectiveness and effi- 
ciency, this action will permit reduction of the navigator training rate from 
1,700 in fiscal year 1959 to 1,400 in fiscal year 1960. 


3. Career progression of certain critical skills 


The Air Force has recognized that duty in certain skills which are essential 
to the accomplishment of the Air Force mission is not considered desirable. 
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One of these skills is the aircraft intercept controller, as requirements usually 
necessitate assignment to remote and isolated locations. To enhance motiva- 
tion and to provide officers assigned controller duties an opportunity to move 
to other important Air Force assignments, action was taken to permit reassign- 
ment under certain limitations after 3 years’ continuous duty in this undesir- 
able skill. Additionally, policy was adopted to preclude consecutive oversea as- 
signments to isolated areas. 

A program similar to that for the the intercept controller was adopted for 
other officers who specialities are a limited resource in the Air Force. Many 
of these officers are highly desirous of obtaining scientific and technical training 
in corollary or new skills; therefore, their withdrawal from a limited resource 
skill into higher levels of training will be permitted within requirement limi- 
tations after a minimum of 38 years’ continuous duty in their existing skill. 

To provide commanders and individual officers with guidance on utilization 
and career development of officers through the grade of colonel, changes have 
been proposed in officer career areas. The primary change will encompass as- 
signment of officers either within the technical career area or the administrative 
career area. Rated officers will develop in a dual progression pattern, i. e., be- 
tween the operations career area and either the technical or administrative career 
areas. Officers’ development in the technical or administrative career area 
will be determined by individual qualifications. 

Actions have been taken to obtain a proportionate balance in technical train- 
ing courses between career and noncareer officers. For the longer and more 
expensive Courses, priority will be given to career officers. Pilot training has 
been restricted to officers serving in indefinite status only, and a program has 
been developed to extend the same requirements for navigator training. As a 
result of the foregoing programs, retention of officers who have received expen- 
sive and time-consuming training will be increased. 


4. Oversea tour stabilization 


In recognition of the high transportation costs involved in the movement of 
personnel overseas, particularly when dependents are authorized to accompany 
or join the Air Force member, a policy was implemented during calendar year 
1957 precluding personnel from voluntarily requesting retirement or release 
from active duty until they have completed a minimum of 1 year oversea service, 
and if they are joined or accompanied by dependents they much complete the 
prescribed oversea tour. As a result of this procedure, decreased turnover and 
increased economy of oversea operations are realized. 


D. TRAINING 
1. Special training 


In Sepember 1957, (he major air commands were furnished a list of equipment 
upon which special training (both factory and on-base) will not normally be 
conducted. This action was the result of a critical review of Air Force equip- 
ment to determine where special training availablity could be reduced safely 
without detriment to mission capability, The final list included 117 different 
items of radio, radar, aircraft, engines, and armament equipment. 

It is estimated that, as a result of this action, over $350,000 tuition and 
temporary duty travel funds were made available fer higher priority training 
during the last 8 months of 1957. 

2. Petroleum supply specialist training 

In 1957 the Air Force transferred training of petroleum supply specialists 
from the civilian contract school at Tillamook, Oreg., to Amarillo Air Force 
sase, Tex. It is estimated that this action reduced training costs by approxi- 
mately $500 per student. As 599 students were programed to graduate from 
this school in 1957, an overall reduction of about $299,000 resulted. 

5. Use of military hospitals for dental residency training 

There has been a need for training spaces in military hospitals for residency 
training in the various dental specialties to reduce the cost of this training and, 
ait the same time, to utilize the officer trainees for the treatment of Air 
Force patients. 

At the new USAF hospital at Lackland Air Force Base, Tex., a dental intern 
and residency program was established July 1, 1957. This provides a means 
of training specialists to the highest skill level with Air Force resources. 
Economies achieved result from elimination of tuition at civilian institutions 
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and utilization of these students in treating Air Force patients rather than 
the civilian patients in civilian hospitals. Reductions in tuition payments and 
other expenses are estimated at approximately $20,000 per year. 
Consideration is being given to implementing this policy at other Air Force 
hospitals. 
E. CIVILIAN 


1. Efforts to reduce voluntary civilian turnover 

In view of the fact that any reduction in turnover can effect significant 
savings in recruitment, processing and training costs, and increase the overall 
efficiency and economy of operation through job continuity, the Air Force con- 
tinues to place considerable emphasis upon this area. 

Although overall civilian turnover in the Air Force compares favorably with 
the total Federal Government and general manufacturing industries, a rela- 
tively high rate of resignation exists in the scientific, technical, and professional 
fields. 

Special emphasis in all areas of civilian personnel management continues 
to be focused upon ways to attract, develop, and retain competent and urgently 
needed scientific, professional, and technical personnel. Some of the programs 
designed to accomplish this objective are as follows: 

(a) Arrangements have been made for participation of civilians in the fellow- 
ship program of the National Science Foundation. 

(b) Recommendations were made for the accommodation of greater numbers 
of civilians in the resident courses of the United States Air Force Institute 
of Technology. 

(c) The cooperative program, providing periods of Air Force employment to 
alternate with terms of study for college students, was continued, and action 
is planned to expand the program. 

(d@) An increase in enrollments of scientific and specialized technical per- 
sonnel in short-term courses is anticipated, continuing a trend of the last 2 
years. 

(e) Plans are being considered to adapt existing facilities at various in- 
stallations to provide technical and scientific training. 


2. Employee incentive awards program 


The Air Force estimates that it realized over S32 million in first year benefits 
from the employee suggestion program during fiscal year 1957. More than 
28 percent of the employees participated in the program and 22,605 beneficial 
suggestions were adopted. In addition to awards for adopted suggestions, 8,811 
employees received recognition for superior work performance or special acts 
or services under other provisions of the incentive awards program. Beyond 
the dollar benefits of the incentive awards program are the benefits in in- 
creased productivity and improved morale resulting from the opportunity for 
employees to participate in management and to contribute to the efficiency and 
economy of operations. 

Section III. Loetstics 


A. ENERATI 


fF. Improve d logistics programs ti the Zon oT Interio: 

The Air Force is continuing its efforts to obtain optimum efficiency in its ma- 
teriel operations, and reduction in the vulnerability of its stocks. EEmphasis on 
high speed communications, electronic data processing, and more rapid trans 
portation has produced important improvements in the storage and distribution 
system. This, in turn, has permitted an overall reduction in depot stocks, re- 
quirements for depot warehouse space, and greater dispersal to base level. 

Specifically, this approach has permitted a program for closing 5 Air Force 
depots and 11 storage sites. This will reduce the Air Materiel Command in the 


United States to 8 air materiel area depots and 2 specialized electroni 








s depots. 


These are the hard core of supply and maintenance support for combat weapons. 
Installations selected for closing are of the smaller nonweapon support type. 
No bulk transfer of stocks will take place. No new warehouses will be built 
at gaining depots to carry out this plan. Input will be cut off and stocks con- 
sumed by issue. Gaining depots will store new input using space available as 
the result of erall inventory reductions. At the point when attrition is no 
longer economical, any residual stocks will be transferred 
\dministrative overhead (utilities, real estate maintenance, fire protection, 
j ‘ lations totals over $29 million per year. When all are 
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closed, the total administrative overhead at the gaining depots will increase 
by less than $6 million. Thus, the anticipated net reduction totals over $23 
million per year. — 

It is worthy of note that the military construction program for the remaining 
depots continues firm. Some building modifications will result from the phase- 
down; however, cancellation of the military construction program at closing 
installations will more than offset these costs. 


2, Logistic system laboratory 


In 1957 the Air Force established a Logistic System Laboratory (LSL) at the 
Rand Corp., Santa Monica, Calif. Briefly, the purpose of the laboratory is to 
test and evaluate proposed improvements in USAF logistics in a laboratory 
environment which resembles the real Air Force as closely as possible. 

The conduct of the LSL facility will contribute materially to the overall 
economy and efficiency of the USAF materiel system. In the past, certain un- 
avoidable costs in time and resources were associated with the test and applica- 
tion of new materiel procedures and techniques. The LSL facility provides a 
means for testing and evaluating new procedures and techniques without dis- 
rupting activities and perhaps wasting resources needed for the conduct of 
day-to-day operations in the Air Force. Further, by applying certain concepts 
and techniques in the laboratory, much can be learned which will facilitate and 
expedite application in the Air Force once the decision is made to adopt a new 
procedure. 

The first official exercise of the LSL (called LP-1) was concluded in December. 
Considerable interest in this approach to research is being indicated by business 
firms and the American Management Association, with a view toward establish- 
ing a similar method in industry. 


3. Logistical support for the distant early warning (DEW) line 

Agreements have been reached between the United States Air Force and the 
Department of Transport, Canada, whereby the Canadian Government has as- 
sumed annual resupply responsibilities for the support of certain DEW line 
sites. Under these agreements the Canadian Government guarantees delivery 
of fuels and cargo to these sites, thus relieving the United States of the expensive 
and hazardous Joint Task Force operations in these areas. Arrangements 
call for the loan of necessary tanker and cargo vessels and utilization of re- 
sources available in Canada, such as petroleum products from the Norman 
Wells area and use of the Mackenzie River Waterway. Operations under these 
agreements will begin with the 1958 shipping season, and costs will be borne 
by the United States at agreed rates. It is expected that these agreements will 
result in appreciable economies to the United States in funds and manpower. 


B. PROCUREMENT AND PRODUCTION 
1, Aircraft and missile spares 

The accurate prediction of spares requirements for new weapon systems is 
exceedingly difficult due to the lack of actual usage experience. Recognizing 
this problem, the Air Force objective is to procure only the minimum essential 
quantity of such items at the first buy and to defer the procurement of additional 
quantities until adequate experience has been gained in the operation and sup- 
port of the weapon system. It is recognized that the degree to which this ob- 
jective can be accomplished is dependent upon the flexibility and responsiveness 
of the production facility as well as the Air Force logistics system. Therefore, 
within the past 2 years the Air Force has investigated the type and degree of 
responsiveness obtainable from the manufacturers and, as a result, has adopted 
hew policies and procedures directed toward more economical and effective 
initial spares procurement. 

The most significant of these new policies are the “Delayed Procurement 
Concept” and the “Responsive Production Concept.” Under the Delayed Pro- 
Curement Concept, ordering and delivery of high cost insurance type spares 
are deferred until the final production run must be made, allowing for the 
accumulation of maximum operating experience with a new weapon system 

fore a final spares order must be placed. To date, this concept has been 
applied in the provisioning of six new weapon systems and will be considered 
for application in all future provisionings. 

Under the responsive production concept, a portion of the requirement for 
high cost operational spares is procured in unfabricated, unassembled form 
and is held as buffer stocks at the contractor’s plant. Later, when spares 

















demand can be predicted more reliably on the basis of actual usage experience, 
additional complete spares items can be produced within a very short leadtime 
period. When experience fails to justify a requirement for additional complete 
spares the materials and parts involved Can be utilized in end article produc- 
tion. This concept was adopted within the past year and has already been 
applied in the provisioning of one weapon system. It is planned that this con- 
cept also will be considered for application in all future provisionings. 


2. Production equipment program 

In order to reduce expenses and obtain more effective control of our produc- 
tion equipment inventory, the Air Force initiated action during the past year 
to deactivate four machine tool storage sites. These sites will either be de- 
clared excess by the Air Force or will be put to other uses. It is estimated 
that these actions will result in reductions of more than $1 million per year 
in recurring maintenance costs. 

The Air Force has continued an accelerated production equipment disposal 
program. During the period November 1, 1956 through October 31, 1957, dis- 
posal action was initiated on 9,327 items of production equipment. It is esti- 
mated that this will result in direct receipts to the Government of $6.5 million 
from the proceeds of the sale of this equipment. In addition, it will result in 
annual reductions of $85 per item (or a total of approximately $800,000 per year) 
in warehousing costs. The long-term result of this continuing emphasis on 
disposal, together with the Air Force policy which minimizes the purchase of 
new equipment under facilities expansions, will be a decrease in the size of our 
industrial equipment inventory with consequent additional economies to the 
Government in maintenance and warehousing costs. 

8. Proposal for use of titanium sponge in the revolving fund 

The Air Force initiated a proposal to the Office of Defense Mobilization (ODM) 
to use the revolving fund of titanium sponge on current defense contracts. This 
proposal, if implemented by ODM, should result in a 30 to 50 percent reduction 
in titanium mill product prices. This, in turn, should result in significant re- 
ductions in the cost of weapon systems which use titanium. The titanium sponge 
in the revolving fund represents an initial Government investment of about $120 
million. The chances of recovering much of this investment, otherwise, appear 
poor. The Air Force proposal not only solves the disposal problem, but de- 
ereases the outlay of additional defense dollars. It may also benefit the titanium 
industry, as lower prices should stimulate military usage and result in more 
business for the titanium industry. 

Cc. SUPPLY 


1. Weapon system supply management 

The Air Force program for weapon system supply management is designed 
to improve materiel management and support of the Air Force’s modern weapon 
systems. In keeping with the present global operational concept, weapon system 
supply management is based on the fundamental objectives of rapid and positive 
response to supply demands of tactical Air Force units worldwide, preciseness 
in the management of materiel associated with modern weapon systems, and 
economy in inventory. 

This management program provides: 

(a). A single Air Force control point with authority and responsibility for 
complete supply support of a weapon system. 

(b) A focal point for Air Force using commands to refer all matters and prob- 
lems concerning supply support of a weapon system. 

(c) Aggregation and maintenance, at desirable dispersal locations, of a com- 
plete range of items required in direct support of the weapon system. 

(d) A single requisitioning and distribution control point for using activities 
for all items in support of the weapon system. 

This concept results in maximum supply effectiveness for major first line 
weapon systems, improves materiel management by reducing the number of line 
items required to a manageable package, provides for more accuracy in require 
ments computations, and reduces pipeline to a minimum. 
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9, Expansion of transceiver network 

The Air Force transceiver network provides a rapid means of communication 
between bases and depots for transmission of requisitions and supply status in- 
formation. ‘Transceivers are now operative in all Air Force depots, 69 conti- 
nental United States bases, and 44 oversea bases. Because of the instantaneous 
transmission capability of this system, invitations have been extended to major 
contractors to join the network and thereby provide rapid communication from 
point of production to point of consumption. 

To date, transceiver operations have reduced transmission time of requisitions 
from 7 to 15 days in oversea areas and 1 to 7 days in the continental United 
States to a maximum of 24 hours from point of origin to the continental United 
States supply source. This is a reduction of from 1 to 14 days, depending upon 
locations of customer and supply source. 

Present plans call for a continuing expansion of this system to include 57 
additional continental United States bases and 20 oversea bases. 

8. High-value program ‘ 

The high-value program is one instrument the Air Force uses for selective 
management of Air Force materiel. This program involves the application of 
tighter controls to high cost items for greater efficiency and economy within the 
Air Force. 

During 1957, the Air Force has continued to expand its high-value program. 
High-value criteria were applied originally only to aircraft spares; now they 
have been expanded to include missiles, missiles spares and selected replacement 
type items. Reparable high-value items are accorded rapid processing as a 
means of reducing spares requirements to fill the supply pipeline. 

New criteria have also been developed for computing longlife and shortlife 
operating items. These are designed to time-phase requirements and delivery of 
high-value spares according to Air Force needs. This will result in procure- 
ment of minimum quantities of spares, subsequent reductions in warehousing, 
requirements and transportation costs, and less severe losses through obsoles- 
cence. 

4. Management of low-value items 


Approximately 75 percent of the Air Force inventory is composed of items 
costing less than $10 per unit. In the past, requirements and buying computa- 
tions for these items were based on projected programs, flying hours, aircraft, 
or other equipment. This method required more effort than was considered 
realistic for these items of low monetary value. Therefore, a new concept of 
requirements and buying computations was developed for these items and placed 
in effect during 1957. This concept is based on the application of economic order 
principles, and substitutes straight dollar issue experience for the variable 
program elements previously employed. Under this concept the gross procure- 
ment level for low-value items varies depending on the total dollar value of 
issues experienced during the past year. For example, if annual issues for an 
item were $500 or less, it might be economically feasible to maintain a 4- to 5-year 
procurement level; whereas annual issues for an item were $10,000 or more, 
it might not be economical to maintain more than a 2-year level. 

Another action taken during 1957 in connection with administration of low- 
value items was the authorization for Air Force base commanders to establish 
retail outlet stores for convenient and expedited distribution of centrally pro- 
cured low-cost items. The procedure is similar to that used for the distribution 
of expendable local purchase items. Detailed item accounting is not required for 
stocks in these retail stores. This results in a decrease in documentation, stock 
record posting, and machine time at base level. 


5. Disposal of excess and surplus property 


Excess and surplus property which originally cost the Government $1,402,- 
254,196 was disposed of by the Air Force worldwide during fiscal year 1957. The 
tabulation below reflects the disposition made of this property. Proceeds in the 
amount of $22,193,443, for a net return of 4.6 percent, were realized from sales to 
the general public. More than 50 percent of the materiel sold was of a special 
hature and costly, but of limited commercial value. 























Disposition made: Original value 
Sold to general public__.............---.---- soit i 
Donated to: 

oancetione) InsiitulinRes asdcccs canes cekee ewe ennce 46, 656, 310 
Civil Air Patrol, Boy Scouts, and similar organizations_-__ 10, 271, 527 
56, 927, 837 
Transferred, without reimbursement, to Army, Navy, and 
Cthier  FOGGTR!. BEORCIIE i ee nbn eames 97, 093, 778 
To be used by the Air Force for purposes other than for which 
iC wet DROCUTO ao es een eeaenneweee= 261, 130, 051 
Reclaimed or demilitarized____..._._.-.--.--.--~- jaiieemeicnes 504, 863, 408 
ESTO VOR OF GRUNGE ii i oi ect ceric 3, 327, 589 
WN iat tan, ee ae ere _....--- 1, 402, 254 198 


In addition to the above, the Air Force disposed of 293,065 tons of scrap and 
waste materiel for $13,481,685. 
6. Storage space formula 

The Air Force developed a formula for the computation of storage space re- 
quirements at Air Force bases. The formula uses the aircraft and the man as 
the common denominator. A storage factor, in gross square feet, was developed 
for the several types of aircraft and one for the man, based on a sliding scale 
related to the number of personnel assigned a base. The Department of De- 
fense has adopted this formula and has issued a directive making it applicable 
to Marine and Navy air stations as well as Air Force bases. The criteria for 
developing storage space factors for air stations and bases has also been pub- 
lished by the Department of Defense for use in determining factors for other 
types of military installations. 


D. TRANSPORTATION 


1. Increase in pipeline delivery of aviation fuel to Air Force bases 

Three additional Air Force bases began receiving fuel by pipeline during 1957. 
Pipeline shipments began to Lincoln AFB, Nebr.; Little Rock AFB, Ark.; and 
Fairchild AFB, Wash., with an estimated annual economy in transportation 
charges of approximately $789,000. Also, the pipeline companies furnished 
approximately 200,000 barrels of storage for Air Force use in conjunction with 
pipeline shipments. 

A total of 13 Air Force bases are now receiving aviation fuel shipments by 
pipeline at an estimated economy in transportation charges of approximately 
$3 million annually. 

Action has been initiated to effect pipeline service to Mather AFB, Calif.; 
McClellan AFB, Calif.; Biggs AFB, Tex.: Vincent AFB, Ariz.; Homestead AFB, 
Fla.; Hunter AFB, Ga.; Lake Charles AFB, La.; and Westover AFB, Mass., 
and service should begin in 1958. 


2. Movement of personal effects and professional equipment to all oversea areas 


The Air Force, in collaboration with the Department of the Army and the Rail- 
way Express Agency, established a service known as World Thru-way Serv- 
ice. This provides the Departments with a prompt international service for 
the movement of military members’ personal property, professional equipment, 
and small cargo shipments under one Government shipping document to all 
oversea areas, particularly to isolated areas in the Middle and Far East. In 
addition to effecting good morale, it is beneficial to the departments in getting 
professional equipment and needed small cargo to destinations safely and ex- 
peditiously. It is estimated that this service will result in transportation 
economies to the Air Force of approximately $500,000 in 1958. 

8. Civil airlift contracts 

The Air Force continued its policy to contract, on a 6-month basis, for civil 
airlift to augment MATS. In the period July through December 1957, civil 
airlift provided 1,300 passenger spaces and 167 tons of cargo round trip per 
month between Travis AFB, Calif., and Tokyo, Japan: and a daily C—54 round 
trip for the route between Tokyo-Okinawa-Taiwan and the Philippines. Fcon- 
omies in a 6-month (or longer) contract are associated closely with the efficient 
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operation it makes possible. Assured schedules month after 
Air Force to plan and move its traffic with minimum delays. 


4, Mechanized air documentation 


Implementation of mechanized air documentation at Air Force air freight 
terminals has made a major contribution to increasing the efficiency of air 
terminal operations and has helped to reduce the logistics pipeline time of 
Air Force cargo. This program has also reduced manpower requirements; for 
example, 2 MATS aerial ports have reported a combined estimated man-hour 
reduction of 10,950 hours per month. Additional man-hour reductions will 
accrue as additional air terminals are phased into the mechanization program 
and personnel engaged in the mechanized operation become more proficient. 

Under the mechanization program the time required to document a shipment 
has been reduced, thus increasing the processing capability in the air terminals. 
Ready availability of accurate and current backlog figures facilitates accurate 
load selection and precludes the “bumping” of cargo at the last minute. The 
time required to prepare a manifest has been reduced from approximately 
100 minutes (for a 100 line item manifest) under the manual system, to an 
average of 2 minutes under the mechanized system. In addition, the mecha- 
nized manifest is clearly legible and more accurate. 

Mechanized air documentation also has materially assisted the Military Air 
Transport Service in implementing the industrial fund portion of the single 
manager (directive. The electrical accounting machine cards used for traffic 
documentation are reproduced and utilized for preparing revenue billings. 


month permit the 



















E. MAINTENANCE 






1. Improved maintenance of air transport aircraft 





An improved system of maintenance for MATS air transport aircraft was 
developed in 1957. This calls for a progressive aircraft reconditioning cycle 
(PARC) for depot level maintenance requirements on a flying-time phased 
basis. This is accomplished contractually on the MATS bases, where feasible, 
rather than at contractor or depot facilities. The PARC system of maintenance 
provides some reduction in costs and a large reduction in the aircraft out-of- 
service time for depot maintenance. The first year’s operation will be com- 
pleted in July 1958. Experience to date indicates that the PARC system will 
result in from 20 to 35 days less out-of-service time per year for each aircraft. 
This increased operational availability of aircraft is equivalent to a fleet in- 
crease of nearly 10 percent. 






















2. Improvement in maintenance management of ground equipment 


The increase in complexity and quantity of ground equipment necessary to 
support modern aircraft requires greater emphasis on the management of this 
equipment. Policies and procedures were established to improve and stand- 
ardize the management of equipment used in direct and indirect support of 
aircraft. 

Three ground equipment pilot shops were established to conduct studies to 
improve maintenance management of ground equipment. Several projects have 
been completed, resulting in extensive revisions to technical orders and other 
publications. 

One pilot shop at Moody AFB, Ga., has organized under these new concepts 
to pool all ground-powered equipment used on the flight line, and to assume 
responsibility for all equipment used in both direct and indirect support of 
aircraft. Reports show that the quality of equipment maintenance has im- 
proved and that the in-commission rate of equipment improved from 72 to 92 
percent. The out-of-commission rate for ground equipment dropped from an 
average of 18 to 7 percent. In addition to the above, other benefits were ef- 
fected such as the return to base supply of 34 ground-powered units. 











Section LV. INSTALLATIONS 


1. Real property disposals in the Zone of Interior 


The Air Force disposed of 19,636.74 acres of land and 253,333 square feet of 
Space in buildings in the Zone on Interior and 29,620.22 acres of land in Alaska. 
This resulted in reductions of $689,152 per annum to the Air Force for leases, as 
well as reductions in maintenance costs. Further economies to the Government 


will result, as property returned to the Department of Interior will be available 
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for other Government agencies. Also, communities benefit by having property 
returned to tax rolls. A summary of disposals by type is as follows: 

(a) Land returned to the public domain was 11.80 acres in the ZI and 
29,598.82 acres in Alaska. 

(b). Government-owned land disposed of in 1957, together with improvements, 
was 2,236.14 acres in the ZI and 26.40 acres in Alaska. 

(c) Leases were canceled on 17,388.80 acres of land and 253,333 square feet 
of space in buildings. Cost of these leases totaled $689,152. 

Land of lesser interests which were relinquished during the year were: 

(a) ZI—38,298.56 acres in permits and easements. 

(b) Alaska—1,112,504 acres in permits. 
2. Working drawing reviews 

Under the present system of performing major construction, individual design 
and preparation of working drawings is done by different district engineer offices 
for like facilities. As a result of a series of conferences between the Depart- 
ment of the Army and the Air Force it was determined that working drawings 
for 62 different types of facilities could be used in site adapting these facilities 
in more than 1 geographic region. This system has been adopted for these 62 
facilities for items in the fiscal year 1959 military construction program. 
Further reviews will be made to determine additional types of facilities to which 
this system can be applied in future years’ programs. Economies resulting from 
this action will depend largely on the number and type of facilities constructed 
during each year. 
38. Design of operational pavement for multimission aircraft 

A design concept was developed for active bases to increase operational park- 
ing capability and to reduce pavement requirements for alert facilities. The 
new configuration is particularly adaptable to multimission bases. Aircraft are 
parked by a rear access taxiway method, replacing the costly U-turn method. 
Economies in concrete yardage are estimated from $2 million to $4 million per base 
depending upon the assigned mission. At the same time, redesign of the alert 
stub configuration provides the required operational capability. 


Secrion V. RESERVE ForcESs 


1. Force reductions in the Air Force Reserve 

During 1957 the unit structure of the Air Force Reserve was reduced by nine 
tactical flying wings. Nonflying support units were also reduced. 

These reductions were made in the least essential areas and materially 
affected the ultimate cost of the Air Force Reserve program in all areas, in- 
cluding personnel, flying hours, construction, and resources. 

The actions to reduce the Air Force Reserve program resulted from a review 
of overall Air Force requirements for units to augment the active force in event 
of hostilities. The review took into account the active force posture, weapons 
capabilities, and the nature of the threat. 

One of the most significant economies effected by reducing the Air Force 
Reserve was the deletion of 22 programed bases, which reduced the ultimate 
requirement for construction funds by approximately $80 million. 


2. Recall of trained jet pilots 

During 1957 the Air Force recalled to extended active duty over 200 trained 
jet pilots. It is estimated that requirements for training funds have been re- 
duced about $35 million as a result of this action. 
3. Air Reserve technician plan 

In June 1957 the Civil Service Commission approved the Air Reserve tech- 
nician (ART) plan for skeletal manning of Air Force Reserve flying wings in 
the Continental Air Command. As a condition of employment, civilian em- 
ployees in selected wing jobs designated as ART positions will be required also 
to be active members of the Air Force Reserve assigned to the same wing. This 
will provide a highly skilled and stabilized hard core of employee-reservists 
(approximately 20 percent) in each wing. These Air Reserve technicians will 
perform wing support assignments during their regular civilian workweek, 
train other Reserve personnel during their Reserve military duty weekends and 
summer active duty tours, and be immediately qualified and available to assume 
their military duties with the wing in event of mobilization. 
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j. Reductions in the Air National Guard 

After a reevaluation of wartime requirements, the elimination of units not 
required under current war plans reduced the number of tactical flying units 
programed from 27 wings (S87 squadrons) to 24 wings (83 squadrons). With 
some realinement of missions, the new force structure provides the required 
wartime angmentation. The number of nonflying support type units programed 
was also reduced in line with the new requirements 


Secrion VI. Fue_p ACTIVITIES 


The following are examples of management improvements initiated in Air 
Force field installations to achieve efficiency and economy in day-to-day opera- 
tions. 

1. Utilization of surplus J33—A-33A turbojet engines 

Air Material Command modified surplus J83—A-33A turbojet engines to permit 
their use in Matador missiles (‘TM-61) to replace standard J383—A—37, J33—A-41, 
and J33—A—18A engines. 

jased on the utilization of 876 modified engines, this action resulted in the 
renegotiation of existing contracts for 'TM—61 engines with a direct contract cost 
reduction of $5,026,344. 


2, Utilization of salvaged identification photographs 


A personnel processing squadron of the Continental Air Command has adopted 
the practice of removing the photograph from the active duty identification 
card and using it in the preparation of the new reserve identification card which 
is issued to all personnel who are processed for separation. Prior to adoption 
of this method improvement the active duty identification card, with its photo- 
graph, was destroyed and new photographs were taken. These were then in- 
corporated in the reserve identification card which was mailed to the home 
address of the individual concerned. This method required the use and develop- 
ment of film, the printing of a picture, preparation and mailing of correspond- 
ence together with the new card. 

Under the new method the processing unit is able to deliver the reserve 
identification card during the normal half-day processing period and, at the 
same time, processing costs have been reduced by about $18,000 annually. 
$8. Improved tool for removal of F-86D trunnion yoke pin 

An airbase assigned to the Pacific Air Forces developed a locally manufac- 
tured tool which removes the trunnion yoke pins from F-S6D aircraft after 
burners in one-sixth the time formerly required and with no damage to the pins. 
Under the old method the pins were removed with a chisel or drill, and the pins 
were damaged so extensively that they could not be used again. 

Records of one field maintenance squadron maintaining F—-S86D aircraft 
showed an annual saving of 648 pins valued at $9.47 each, for an annual cost 
reduction of $6,136.56 through the use of a tool which costs only $1 to fabricate 
locally. 


}. Improvement in method of cleaning aircraft wheel bearings 


A wing assigned to the Tactical Air Command developed an improved method 
of cleaning aircraft wheel bearings. Under the old method wheel bearings were 
cleaned by hand. This was a slow, tedious operation, aggravated by the danger 
from noxious fumes produced by the cleaning solvent. Under the new method 
bearings are placed in a wire mesh basket which rests in a solvent-filled con- 
tainer. Compressed air bubbling through the solvent cleans the bearings with- 
out manual handling. 

This improvement has reduced the man-hours required for cleaning wheel 
hearings to about one-third of the time formerly required, resulting in an annual 
cost reduction of $3,900 in the originating unit, and a much greater potential 
benefit Air Force-wide. 


Mr. Manon. Mr. Sikes, I believe you have some additional 
questions. 


NATO CONCEPT 


Mr. Srxes, Mr. Secretary, for a number of years we have heard 
that we would be able to depend to a very considerable extent, on the 
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NATO countries for troop strength for the defense of Europe, and 
th: at while we would also provide certain substantial troop strength, 
primarily we would be the arsenal for the Allies. 

Has that cone ept been abandoned ¢ 

Secretary McEtroy. Well, I do not know whether I would quite 
agree with the concept being exactly what you said, although my dif- 
ference would not be in anything but, I think, in the terms of the 
expression of it. 

Mr. Srxes. That we would depend considerably more on them for 
troop strength than on ourselves for troop strength for the defense 
of Europe? 

Secretary McEnroy. That is correct, and that I certainly would 
agree with. However, a certain minimum force contribution by this 
country is implicit in the understanding. 

Mr. Srxes. I included that. 

Secretary McEtroy. As I say, I do not think we necessarily have 
anything but a difference in expression of it. Our forces are among 
the best forces that we have, and the best equipped forces anywhere, 
and we would expect that those would continue in the NA’ lO shield 
organization. 

I do agree with you that the bulk of the forces, far and away the 
bulk of the forces, are supplied by our allies. I am talking about the 
NATO forces. It is their homeland they are defending. 


ADEQUACY OF NATO FORCES 


Mr. Sixes. Since the forces supplied by our allies are considerably 
smaller than the forces we had anticipated at this sti ige- —actually 
about half—do you have some concern about the situation today, 
or do you think that the forces supplied by the NATO countries are 
adequ ite ? 

Secreary McExroy. I think the overall forces that are available 
to NATO are adequate, and I take this from the statements that have 
been made to me by General Norstadt in connection with the recent 
Defense Ministers’ meeting. 

Mr. Sixes. But is it not true that General Norstadt has just asked 
the NATO countries to increase their forces materially ? 

Secretary McEtroy. Yes, sir; and that, of course, is what—— 

Mr. Sixes. Are you speaking of the new concept and not the actual 
present strength ? 

Secretary McExroy. Well, I am saying that the present strength is 
adequate, and I think—— 

Mr. Sixes. If the present strength is adequate, why should it be 
increased? As I recall it, General Norstadt wants about twice the 
troop strength that NATO actually has at this time. If the present 
strength is ‘adequi ite, why does he ask for twice as many ? 

Secretary McExroy. His request is not for a doubling of his active 
ready forces. 

Mr. Srxes. But materially increased. 

Secretary McEnroy. Some increase, but some increase is expected 
in those forces anyway because of the addition of the German forces. 

Mr. STKE s. Mr. Secretary, you know, of course, the German forces 
are 2 or 3 years behind schedule, that the British are materially weak- 
ening their forces, and that the French have sent most of their effee- 
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tive forces to North Africa. I do not think we can get around the 


fact that the NATO forces are very much weaker than we had anti- 
cipated they would be at this time. 


I am surprised that you said what you did. 

Secretary McExroy. It is true that the forces are less than had been 
expected at this time under the planning of 5 years ago. There is no 
question about the factuality of that. However, in the meantime the 
forces that we do have and our allies—have been very much beefed 
up in firepower. sa 

Mr. Sikes. We have had testimony recently that the British forces 
which are on our left flank have not been built up to an appreciable 
extent and that in the main the British forces along the central Euro- 
pean line are equipped with World War IT armament, and that this 
constitutes a hazard to the rece of the American left flank, which 
is left to an ak ming exte nt unsecured. It is floating } in the air be 
cause of the weakness of the Bri itish position. 

Have you had similar an d 

Secretary McExtroy. Well, I am not fully infermed on the equip- 
ment of the individual nation: 7. forces other than our own. So, I do 
not think I want to make any comment on that. The only general 
comment I would make is that the contribution being made each year 
out. of mutual security funds to the NATO forces has been almost 
exclusively in recent years in terms of modern weapons, and while 


those contributions, plus the expenditures of the countries themselves 


have not been adequate to give a complete modernization of the forces 
in the way that our own 


forces have been modernized, progress is 
being made. 


REDUCTION IN SIZE OF ARMY AND RESERVES 
Mr. Stxes. That brings me back to the discussion of the wisdom of 
acut in the size of our own Army, particularly when that is coupled 
with a cut in the Reserve components. It is not going to cost much 
additional money to maintain the Reserve components at the present 
level. It would be a little over $100 million. and that is not much 
additional money when you compare it with a budget of some $41 
billion or $42 billion. So, I would like to explore more fully whose 
advice | Is responsible for this deci ision to cut both the Regul: ar Army 
and the Reserve component sat this time. 
As I said yesterday, that is contrary to all of the thinking that J 
have encountered among men who are well versed on military affairs. 
The general conception as I understand it—and I am not an expert 
is that. if you cut down the size of your Regular forces, you must 
step up the strength of your Reserve components for safety. 


Would you tell us more about whose advice prompts you to support 


this conce ‘pt ofa seotecekini: 3 in both forces ? 


REORGANIZATION OF RESERVES 


Secretary McExroy. Well, let me introduce what I am about to 
say with an observation, Mr. Sikes: Our view at the present time is, 
and I think I expressed it yesterday, that the Reserve Forces must 
really be organized as ready forces, and that in the w: ar of the fu- 


ture you are not going to have time, really, to ke ) Leserve 
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Forces and train them. That % the reason that the National Guard is 
being asked to go under what I know is not an easy thing for them 
to do, which is to reorganize in the same type of organization as the 
Active Army—the pentomic type of organization. 

Mr. Srxes. [ can understand your reasoning in that instance, If 
the Reserve components are to fit into the Regul: ar Forces in time of 
emergency, they must be patterned on the same type of organization. 
That is understandable although the requirement is cre: ating serious 
problems. 

Secretary McEnroy. Also, they must be practically ready to go 
right now. | 

Mr. Srxes. I understand. 

Secretary McK iroy. So, there is a little different concept. 

Mr. Srxes. You are talking about organization, and I am talking 
about size of forces 

Secretary McEtroy. I know you are, but the reason for my— 

Mr. Sr«xes. This change in organization to the pentomic concept 
is in itself bringing about considerable apprehension among the Re- 
serves. There is definite ly a drop i in morale asa result of this. There 
is a feeling that a lot of good units are going to have to be sacrificed 
if the plan now is put into operation. 

But if you reduce the strength of the guard, that is another story. 

Secretary McExroy. That is right. , 

Mr. Srxes. In other words, you have lost those men, not reor- 
ganized them. 

Secretary McEtroy. You have the two suggestions. One of them 
is the change of organizations, and the other is a reduction in total 
personnel authorized for the guard. 

Mr. Srxes. I am not arguing now about reorganization. That is 
something on which I understand the Army is in accord that it 
is the thing to do. 

Secretary McErroy. That is correct. 


ADVICE OF JOINT CHIEFS OF STAFF ON ARMY REDUCTION 


Mr. Srxes. I am disturbed about the reduction in the strength of 
the guard and I believe the Army and its Secretary have protested 
to you? 

Secretary McExroy. Well, you asked what has been the source of 
my information. 

Mr. Stxes. Who ure the people who have advised the reduction? 
The Army and its Secretary have protested this reduction, and they 
should be best advised on the Army’s strength requirements? W ho 
are the advisers who have said the Reserve components should be re- 
duced, at the same time the Regular Army is being reduced ? 

Secretary McEtroy. As I explained yesterday, Mr. Sikes, the peo- 
ple who advise me on military matters are the Joint Chiefs of Staff. 

Mr. Stxrs. One of the Joint Chiefs protested this action. He is 
the Army Chief of Staff. 

Secretary McExroy. I understand why you would have some con- 
fusion about the fact that that is true, and what I am about to say 

Mr. Stxes. Would you speak a little louder, please ? 

Secretary McEtroy. My advisers are the Joint Chiefs of Staff. 
The reason we go to the Joint Chiefs is that we need information and 
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judgment on these matters in terms of balance of forees and not 
simply in terms of each individual service. 

However, I wish to point out that the Chief of Staff of the Army 
is a member of the Joint Chiefs of Staff, and his views, of course, are 
reflected. I have been given advice by the Joint Chiefs, which, of 
course, includes the Chief of Staff of the Army, and he would have 
to tell you how to resolve whatever expression he has made to this 
committee with what I am about to say, but the fact is that I have a 
paper which has come from the Joint Chiefs of Staff to me, which 
says that the force levels as shown in the President’s budget proposal 
are, in the opinion of the Joint Chiefs, adequate, minimum Reserve 
forces for our overall] strategic plans—which include both Regular 
and Reserve force levels. I am willing to go with that because I have 
to take my military advice from someplace, and they seem to me to be 
best qualified. 

Mr. Sixes. Do you not discuss these matters with experts from the 
individual services, or only with the Joint Chiefs as a whole? 

Secretary McEnroy. If I have a split paper, in which there are 
completely different views, then I talk with the individual members. 
But if I have a combined view which does not indicate a split, then 
I am unlikely to discuss it separately. I may discuss it separately 
if it is of sufficient importance. 

Mr. Stxes. You would not consider this a matter that required 
a separate discussion / 

Secretary McExtroy. I would not consider it so, although I think it 
is just as well for me to say here that I know that, if there were no 
problems on financing these additional forces, it has been clear to me 
that the Secretary of the Army would be very, very glad to have 
them. 

In reaching this conclusion, I think the problem was considered 
by the Joint Chiefs of Staff in the context of what they might have 
to give up in order to have additional Reserve forces available to 
them. 

COST OF MAINTAINING RESERVES 


Mr. Sixes. The Congress, I think, generally believes that a strong 
Ready Reserve can be had, and wants only a strong Ready Reserve, 
but is also mindful of the fact that a reservist trained and equipped 
is much less costly than a member of the Regular services. In fact, 
[ think we can have 6 or 7 ready reservists for the price of 1 Regu- 
lar. That is about right; is it not ? 

Secretary McExroy. I do not know the exact ratio, but, certainly, 
there is a good deal less cost involved with reference to a paid- 
strength reservist in comparison with a member of the Regular 
forces. 

Similarly, he is not so effective a man, and I think that is quite 
obvious. If you supplied him with the same sort of weapons as we 
talked about here yesterday, he would come a lot nearer being equiva- 
lent in cost to the Regular. 

_Mr. Sixes. If he is a ready reservist, he should be about as etfec- 
tive as a member of the Regular service. 

Secretary McEtroy. Not unless he gets the equipment. 

Mr. Stxes. When I say “ready reservist,” I mean a man trained 
and equipped. 
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Secretary McEtroy. You cannot have forces that are ready and 
equipped, whether they are in a Reserve status or in a Regular status, 
on much less costly basis. If they are really equipped on an identi. 
eal basis, the only difference would be in the fact that you do not 
pay the reservists over quite so much of the year, and you do not feed 
them over quite so much of the year. But, as we pointed out here 
yesterday, your big expense in a military force today is in the equip- 
ping of them. 

So, it must be said that we are not at this stage equipping the 
Reserve forces with the same sophisticated types of weapons. 


ADVISERS TO SECRETARY ON SIZE OF ARMY AND RESERVES 


Mr. Srxes. May I make one more attempt to discover from what 
level, or what persons, the advice actu: ally came to cut both the Army 
and the Reserve components ¢ Does that arise within the Army? 
They have disclaimed it. 

Secretary McEnroy. On the history of it, these were figures that 
were set before I came in. The “y were set to a 2.5 million force level 
of the Reguiar forces, which had come down in the 3-year period from 
2.8 million, and this had been done with the full authority of the 
administration and of the President. In the course of the discussions 
that were held - preparing the budget, it was determined that those 
figures should be revised upward from 2.5 million to 2.525 million, 
which was re porte cl ve sterd: ay. 

Mr. Stxes. For the Regular Army ? 

Secretary McExrroy. For the Department of Defense as a whole. 
The increase of 25,000 consisted of 20,000 in the Army and 5,000 in 
the Marines. 

Mr. Stxes. Let us go further back than that. I want to get to the 
point where someone decided that both the Army and the Reserve 
components should be cut. Was it the Bureau of the Budget? Who 
did it? 

Secretary McEtroy. Well, I would suppose that the decision was 
made—and I think this is a fact—by the Secretary of Defense, with 
the approval of the President, after discussion in the National Secu- 
rity Council. 

Mr. Stxes. Before your a 

Secretary McK R oy. Yes, si 


sUATION OF DECISION TO REDUCE ARMY AND RESERVES 


Mr. Srxes. My next question to you is: Have you studied the wis- 
dom ee that decision, or are you t aking what you found in that par- 
ticular field from your predecessor ? 

Sec as iry McExroy. No, sir. We studied it very carefully, and 
that is the reason we went up from 2.5 million to 2.525 million. It 
was on my recommendation that we do so. 

Mr. Srxes. You did not recommend any increase in the Reserve 
components ¢ 

Secretary McExroy. No, sir, but we made the same examination, 
and, in doing so, I went to the people that seemed best able to give 
me a professional military judgment on this. 

Mr. Stxres. Were they Army people ? 
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Secretary McEtroy. The Army was included in the Joint Chiefs. 
The Joint Chiefs include the Chief of Staff of the Army. 

Mr. Sixes. And at the level of the Joint Chiefs ¢ 

Secretary McExroy. Yes, sir. 

Mr. Sixes. You did not discuss it with Army personnel other than 
General Taylor, who is a member of the Joint C ‘hiefs ? 

Secretary McExroy. I am sure I would have discussed it at some 
point with Secretary Brucker, because I see him with regularity, and 
1 am sure he would have been very happy had we been able to come 
to a different conclusion, but the fact 1s that it seemed to me this 
should be resolved in strictly military terms. 

I did submit this to the professional military advisers, however, 
and the professional military advice I received was that these were 
adequate minimum forces. 

Mr. Sixes. And these are the figures you submitted to them ? 

Secretary McEtroy. Yes, sir; minimum Reserve forces. Yes; they 
had these exact figures before them. In fact, that was the basis of 
my request to them for advice. 


COMPARISON OF B-52 AND POLARIS 


Mr. Sixes. I would like to ask you how it was that the B—52 was 
selected for an increase in numbers, but a: ‘re was not a major increase 
inthe POLARIS submarine program? I do not necessarily dispute 
the wisdom of your choice. I seek information, and I want to tell 
you why I am seeking that information: The B-—52 is certainly an 
effective weapon, and I think it is an excellent deterrent to war. 
But I know that we are now beginning to go into the field of anti- 
missile missiles. We feel we must try to develop a defense against 
missiles, and as much as I would like to be optimistic about this 
field, I do not think anyone is going to develop a weapon which 
is particularly effective against missiles. It is an almost impossible 
thing to accomplish. I know you have good people who sincerely 
believe they can develop an effective weapon for use against missiles. 
They will do their very best and I hope they are successful. I do 
believe this: When you get the antimissile missile in operation, you 
are going to have at long last the first really effective we apon for 
use against bombers. I think you will probab ly be able to knock down 
every air-breathing bomber which comes in range of the antimissile 
missile that you are designing for an entirely different purpose. Now 
you are oil g to have the new B-52’s about the same time you get 
the atininsile avinetie into oper: icine Presumably the Russians also 
will have antimissile missiles. You may be buying a weapon that will 
be obsolete when it is delivered. 

But on the other hand, the POLARIS submarine, I think, is prob- 
ably going to be the most effective single weapon during a certain 
period of the future. Yet, you are not stressing the P¢ YLARIS sub- 
marine to a very great extent. You are proposing to build 5 when 
the Navy has rec ‘ommended 9. 

Do you feel absolutely safe about that? Do you not think that the 
POLARIS submarine would be a better weapon in which to put addi- 
tional money than the B-52? Of if you do not believe that, do you 
not think we should « lo both ? ; 
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Would you tell us how you feel about that? 

Secretary McExroy. My answer stems from the fact that the B-59 
is a proved weapon, which is available now. 

Mr. Sixes. I do not question that. It is a good weapon, and J 
understand its value. 

Secretary McExroy. I said one is a proved weapon and it is in the 
arsenal, and it can do the job today. The other is a prospective 
weapon. The first firing of the complete POLARIS missile will be 
some months from now, and for me to do any more than move with 
reasonable confidence on that kind of a weapons system seems to me 
to be of doubtful —— We have every belief that POLARIS 
will be successful, but we also know that there is a considerable gap 
that has to be closed in our knowledge of how to produce reliable, 
long-range missiles, both land based and sea based. 


OPTIMUM POLARIS PROGRAM 


Mr. Srxes. If we were to begin the additional four submarines that 
are not now called for in the budget, how much would we gamble 
on? What T am asking is how much would be completely lost if it 
were found in the early tests of the POLARIS submarine that it is 
not a successful weapon? In other words, how much would we spend 
on the additional four submarines between this date and the date 
the tests on the POLARIS submarine would be sufficiently revealing 
for us to know whether we should complete them or not? 

Can you make a rough guess on that ? 

Secretary McEtroy. Well, I would be glad to ask Mr. MeNeil if 
he would have a judgment on it. I think this is more likely, Mr. 
Sikes: We think that we will have a successful POLARIS. However, 
the thing that you do now if you move on any of them that you order 
as of now is to move on certain assumptions and those assumptions 
may turn out to be right or they may turn out to be wrong. I would 
not personally believe that you would be throwing away your money 
in building these except if you would be buying a lot of so-called 
hardware which would not be useful if you h: ad to make certain modi- 
fications in order to get success. 

There is a very serious problem in the case of the POLARIS, be- 
cause of the fact that it is a movable platform of not knowing exactly 

where you are in relationship to the target that you want. 

It is a considerably tougher problem than the problem where you 
sit someplace, land based, and can make up your mind what you want 
to hit, and be spending time for 6 months or a vear in making certain 
that your naveational procedures are right. One of the advantages 
of the POLARIS is that the enemy cannot get a fix on the location 
of vour launching site: but just like all warfare, it seems that every 
advantage you get carries with it some sort of handicap that you must 
overcome. 

To come back to your auestion on the B-52, our conclusion was that 
until we have a good deal better evidence that we are going to have true 
and reliable operational capability with long-range missiles of various 
types, we must keep our capability with long-range bombers up. What 
we are coming down to, Mr. Sikes—and you may have seen these fig- 
ures—is a production rate of about 4 a month of the B—-52-G, and the 
KC-135 is down, as I recall, to 7 a month; is that right, Mr. McNeil! 
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3 
Secretary McEtroy. Would that not be toward the end of the year? 
Mr. Sixes. Could Mr. McNeil give us an estimate? It would be 

interesting to know about what we would be gambling in money that 

would be lost if it were found during the early tests of the POLARIS 
submarine that there would have to be extensive modifications or the 
program would have to be dropped entirely ¢ 


Mr. McNett. The present schedule goes to 6 a month on the B-52. 


COST OF CANCELLATION OF FOUR ADDITIONAL POLARIS SUBMARINES 


I would like to know what the financial gamble would be between 
the time we appropriate the money for the additional four subma- 
rines, and the time that we would begin to have positive evidence from 
the tests. 

Mr. McNew. Assuming they are laid down this year, and the deci- 
sion was made that changes would be necessary in, say, December of 
1959 ¢ 
Secretary McExroy. Mr. Sikes, we will make some assumption on 
that. 

Mr. Manon. I think the question is a very pertinent one, and should 


be adequately answered. I want you to give it more thought than you 
can give to it at the moment. 


Secretary McEtroy. We will submit something on that for the 
record, and we will show what the assumptions are. 

Mr. Manon. We would like to have that right away. 

(The information referred to follows:) 


ESTIMATED COSTS OF CANCELLATION OF 4 ADDITIONAL POLARIS SUBMARINES 


If the number of fleet ballistic missile submarines in the fiscal year 1959 
shipbuilding program were increased from 2 to 6, and if the last 4 were cancelled 
in December 1959, the loss to the Government would be determined by a number 
of variables that cannot be accurately predicted at this time. Contract termina- 
tion costs are settled by legal proceedings after extensive audit and negotiation, 
based on unrecoverable costs to the contractor. These costs will vary according 
to the amount of material procured, design changes, the construction schedule, 
and allowable fees. 

Based on the conditions assumed, it is estimated that the loss to the POLARIS 
program that might be incurred on 4 additional submarines would be between 
70 and 8&5 million dollars for ordnance and vessel costs. However, the con- 
struction in that stage would be readily adaptable to other Navy requirements, 
in which case the net loss could be held to a range between 25 and 30 million 
dollars. 

No loss would be incurred for missile and suport equipment procurement 
within the period specified, since these funds would net be fully contracted. 

Missile production facility planning is believed to be sufficiently flexible and 
controllable so that no more than several millions of special tooling cost would 
not be usable by other missile programs. 

The above estimates are based on the following assumptions : 

a. Construction awards for the 4 submarines concerned would be awarded 
in the first 2 quarters of fiscal year 1959. 

b. None of the specialized fleet ballistic missile equipment would be installed 
by December 1959. 

c. Navigation and missile checkout equipment on order would be directly ap 
plicable to other Navy programs without loss. 

d. Missile production facilities would be substantially completed by December 
1959, but would in large part be usable for other programs. 
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CHEMICAL AND BIOLOGICAL WARFARE 


Mr. Sixes. There seems to have been a tendency through the years 
to minimize the importance of chemical and biological warfare. They 
both are operating now on a meager basis. I personally have consider- 
able apprehension that if we do find ourselves in war the Russians are 
going to try to outguess us and catch us unprepared, with weapons for 
which we do not have great capability, rather than taking the risk of 
starting a thermonuclear war. 

Have you had an opportunity personally to look into that field and 
into the scope of the biological and chemical warfare field ? 

Secretary McExroy. I have looked into it. In my opinion, it needs 
review by the Joint Chiefs of Staff.. We have a program which is cost- 
ing quite a substantial amount of money, as you well know, but it is 
distin tly possible that it ought to be bigger or smaller, as I look at it. 

Mr. S1xEs. Do you propose to have the Joint Chiefs’ review under- 
taken ? 

Secretary McExroy. I think what it needs is a consideration by our 
professional military staff to give us that kind of guidance. 

I think that is quite an appropriate question, because I have raised 
the same question, Mr. Sikes. 

Mr. Srxes. I am glad to hear you say that, and I hope you will 
have such a review, but I think it is overdue. 

Secretary McEtroy. We are spending quite a chunk of money now 
on it. 

Mr. Srxes. It is a small sum in comparison with the other pro- 
oTrams. 

Secretary ae You are quite right that it is small in com- 
parison with some of these other major programs, but since it is 
largely in the fiell of research and dev elopment, it becomes a pretty 
substantial program of that type. 


REDUCTION IN ARMY MAPPING SERVICE 


Mr. Srxes. We had some testimony a few days ago that there will 
be some reduction in the Mapping Service of the Department of the 
Army, and a reduction in force of some of the mapping personnel of 
the mapping teams. 

We have heard for a number of years that there is much difficulty 
in knowing exactly where certain potential targets are in the world, 
that the mapping information is very inadequate, and that accurate 
measurements are not available. Also that one of the Justific ations 
for the satellites is to give us more accurate locations of certain 
inajor points. 

Representatives of the Mapping Service who were here testified 
that they do have accurate information on these points, information 
taken from the Germans who had captured Russian maps, and had 
added maps, and observations of their own during World War II, 
so that this information is actually available, but it has not been 
exploited. 


This Mapping Service would be much less costly than one sat tellite 


which may or may not fire, and it may be that we are making a 
mistake if we slow down this particular work. 
Ilas that been called to your attention ? 
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Secretary McExroy. No; it has not, Mr. Sikes. 

Mr. Stxes. Would you like to look into that? 

Secretary McExroy. I would be very glad to look into it. 
familiar, of course 

Mr. Sixes. I was amazed to find that they say the captured Russian 
maps, obtained from the Germans and which had been brought up 
to date by the Germans who penetrated deep into Russia, are avail- 
able, and that they have on hand a great stock of information which 
we have not made use of. 


Secretary McKxroy. I would like very much to investigate that, 
and I will make a note of it, and do so. 

Mr. Sikes. You mentioned in your statement to us that you would 
like additional flexibility in the use of funds. May I ask if the 
amount of flexibility that you want has already been explored by 
the committee ? 

Mr. Manon. We have explored it rather thoroughly, and I have a 
few more questions on it. 


I am 





CONTRACTS FOR SMALL BUSINESS 


Mr. Sixes. I have, then, just one thing to call to your attention addi- 
tionally, Mr. Secretary, and this is not in the nature of a question. I 
am very much concerned about what is happening in the field of small 
business versus big business. I know the services make a strong case 
about their interest in small business, and their desire to see con- 
tracts awarded to small business. I am afraid it amounts to a situ- 
ation that you would not want, and that I do not want, where small 
businesses are getting lipservice and big businesses are getting the con- 
tracts. I have seen some indications of that in recent weeks in mat- 
ters. I had reason to ask questions about cases where small business 
firms that were definitely cited as qualified to do a job found that 
they did not get to do the job because figures were, shall we say, modi- 
fied, during the negotiations—“juggled” would be the word I would 
use—but I would hesitate to apply it from the standpoint of the De- 
partment of Defense. 

However, from this side of the table, it looks as if big business winds 
up getting the contracts which I think clear ly should be going to small 
business. 

Tam afraid the drift toward monopoly and toward a concentration 
of Government contracts in the hands of a very few big organizations 
isdefinitely still continuing, and I think that is a bad thing. 

Secretary McEtroy. Well, the only thing I can say, Mr. Sikes, is 
that I see these figures personally every month on the division of 
contracts between so-called small business—which is defined on a 
purely arbitrary basis pursuant to standards that you are familiar 
with, | would judge—and those which go toa large business. 

I would say that there needs to be that kind of examination of the 
subject. because it is a rather natural thing for the business in these 
increasingly sophisticated technological areas to go to companies 
which are best qualified, and they are likely to be the larger com- 
panies. 

Mr. Srxes. Your contracting officers have had experience with these 
firms, they feel the big firms can do the work, and there will be less 
chance of failure in performance. 
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That isa natural tendency. 

Secretary McExtroy. That is right; and at the same time, not only 
do I look at it, but I report it to the White House, and not only do we 
push as far as our own contracts are concerned, but we are pushing on 
this subject with the prime contractors in connection with their sub- 
contract work. 

My belief is that there is no doubt in our minds about the distribu- 
tion or continuing to see that there is distribution of this Defense 
Department business among contractors, both small, medium, and 
large, but that we are pushing at it to protect the small, and medium 
people against what I think is a natural gravitation toward the big on 
the part of the contract ing officers. 

Mr. SrKes. That isall, Mr. Chairman. 


REDUCTION IN NATIONAL GUARD 


Mr. Manon. Mr. Secretary, I would like to pursue some of the ques- 
tions that I pursued yesterday, a little further and some of the ques- 
tions which have been raised by the members of the committee. 

I believe you have discussed as exhaustively as you possibly can 
the questions of the Reserves and the National Guard. 

As you know, there is widespread opposition to a reduction in the 
Reserves, and the National Guard strength. 

I believe you have explained that this strength was discussed by 
the Joint Chiefs of Staff. 

Secretary McExroy. That is correct, sir. 

Mr. Manon. You are of course aware that the National Guard has 
a multiplicity of functions. I can understand that the Joint Chiefs 
would better be able to evaluate the needs for the National Guard 
from the standpoint of actual participation in wars. I assume that 
the Joint Chiefs did not undertake to evaluate the special services 
which the National Guard performs within the State for various types 
of things. 

Secretary McErroy. I think that is correct, sir. I think their evalu- 
ation was a military evaluation. 

Mr. Manon. I would assume that it would be a military evaluation. 

Secretary McEiroy. And the Reserve forces have the military eval- 
uation. 


CIVIL DEFENSE ROLE OF NATIONAL GUARD 


Mr. Manon. As you know, the National Guard is used for many 
purpose of a State nature, and of a local nature. 

You also know we fear if we should get into a big war this country 
would be hit and there would be consider able impairment of the regu- 
lar day-to-day procedures of our people. Therefore, the N ational 
Guard might very well have a tremendously important role i in the event 
of a real emergency within the State. I think that you would agree to 
that. 

Secretary McExroy. I would. I think we should also say we are 
assuming the Army forces would also be used for those same purposes, 
not to dis} lace the guard because all forces, I am sure, would be needed 
and welcome, but we are assuming one of the missions of the Army 
would be to serve to maintain order in ease of some massive attack 
on this country. 
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SIZE OF POLARIS PROGRAM 


Mr. Manon. I get your point. Just one further word on PO- 
LARIS. It has been mentioned many times. I assume you just did 
not think the argument of the Navy for a total of 9 was sufliciently 
valid for you to accept. 

Secretary Mckuiroy. We felt, Mr. Chairman, the weapon was 
promising and was likely to ge good, and if good it would be very 
mmportant. 

Mr. Manon. You may amplify that statement for the record. 1] 
realize that you haves said about all you can say. 

Secretary McE troy. At this stage 5 is as many as we felt we could 
prudently recommend in the progr: am through 1959. 

Mr. Manion. I recognize in instances with the Army and the Air 
Force likewise the recommendations of the services were not totally 
approved by the Secretary. 

Secretary McExroy. That is quite right. 


ROLE OF POLARIS UNDER UNIFIED COMMAND CONCEPT 


Mr. Manion. Under the unified command concept do you expect 
that the POLARIS missile force will be placed under a single com- 
mand along with aircraft and long-range missiles of the Strategic 
AirCommand? Has that kind of problem been resolved ? 

Secretary McExroy. It will have to be resolved as part of the con- 
sideration, Mr. Chairman, that I was talking to Mr. Sikes about 
the assignment we have given to the Joint Chiefs to give consideration 
to our entire ¢ aps ability to deliver strategic weapons. Whether in con- 
sideration of that we will not only have advice of what they regard 
as the optimum kind of contribution of each of these weapons to our 
diversified delivery system of strategic weapons, or whether they will 
also at that point recommend there be a single command so you will 
have a single command dividing up the various targets and so on, I 
do not know. I would not rule that out as a possibility. It is some 
what of the nature of the Continental Defense Command. You havea 
variety of capabilities to repel an invader that comes in by air. You 
have decided to centralize the management of those. It is not impos- 
sible you might conclude you would want to do the same thing for a 
strategic delivery system which, of course, would include POLARIS. 


FORM OF FISCAL YEAR 1960 BUDGET 


Mr. Manon. I want to ask you some questions in connection with 
this business of flexibility. W hen we go to the floor with the bill we 
could very well be asked this question—what will the form of the 
budget be next year? It has already been stated the budget will be 
in different form. We should have information that would be suffi- 
cient to enable us to react rather sensibly to the question. What can 
you do for us now in that area ? 

Secretary McExroy. There is under consideration now a proposal 
as to how the President might put up his budget for 1960 to the Con- 
gress, which would mean basically to your committee for initial con- 
sideration. I think that it would be highly constructive if perhaps 
out of this discussion, or some other discussion, there might be an 
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exchange of views between your committee and those that are respon- 
sible for making this decision for the executive branch, which would 
at least give opportunity for an understanding of preferences. 

Mr. Manon. I assume the President has the authority to submit the 
budget in the form he desires, within certain limitations and 
restrictions. 

Secretary McE roy. I am quite sure that he does. 

Mr. Manon. I am not sure on that, but we can document those mat- 
ters. I do believe that it would be mutually helpful for this matter to 
be discussed with the committee and its staff in order that we may get 
off to a fairly acceptable start next year on the consideration of the 
defense bill. 

Secretary McE.roy. We would be glad to supply documentation on 
that. 

(The information referred to is as follows :) 


The Budget and Accounting Procedures Act of 1950, as amended (31 U. S. ¢. 
11) provides in part as follows: 

“(a) The President shall transmit to Congress during the first fifteen days of 
each regular session, the budget, which shall set forth his budget message, sum- 
mary data and text, and supporting detail. The budget shall set forth in such 
form and detailas the President may determine 

(1) functions and activities of the Government ; 

(2) at such times as may be practicable, information on program costs 
and accomplishments; 

(3) any other desirable classification data: 

(4) a reconciliation of the summary data on expenditures with proposed 
appropriations ; 

(5) estimated expenditures and proposed appropriations necessary in his 
judgment for the support of the Government for the ensuing fiscal year * * * 

(11) such other financial statements and data as in his opinion are neces- 
sary or desirable in order to make known in all practicable detail the finan- 
cial condition of the Government.” [Italic supplied. ] 

‘the Budget and Accounting Procedures Act of 1950, as amended (31 U. 8. C. 
581) provides in part as follows: 

“(a) * * * the contents, order, and arrangement of the proposed appropria- 
tions and the statements of expenditures and estimated expenditures contained 
in the budget or transmitted * * * and the notes and other data submitted 
therewith, shall conform to requirements prescribed by the President. [Italic 
supplied. ] 

“ey, + ind Provided further, That nothing in this Act shall be construed 
to limit the authority of committees of Congress to request and receive such 
information in such form as they may desire in consideration of and action upon 
budget estimates.” 

Section 403 (a) of the National Security Act of 1949, as amended (5 U. 8. C. 
172b) provides in part as follows: 

“(a) The budget estimates of the Department of Defense shall be prepared, 
presented, and justified, where practicable, and authorized programs shall be 
administered, in such form and manner as the Secretary of Defense, subject to 
the authority and direction of the President, may determine, so as to account 
for, and report, the cost of performance of readily identifiable functional pro- 
grams and activities, with segregation of operating and capital programs. So 
far as practicable, the budget estimates and authorized programs of the military 
departments shall be set forth in readily comparable form and shall follow a 
uniform pattern.” [Italic supplied.] 

Section 205 of the Budget and Accounting Procedures Act of 1950, as amended 
(5 U.S. C. 581a), provides in part as follows: 

“Whenever any basic change is made in the form of the budget, the President, 
in addition to the budget, shall transmit to Congress such explanatory notes and 
tables as may be necessary to show where the various items embraced in the 
budget of the prior year are contained in the new budget.” 


Mr. Scrivner. The President can suggest it in a form but this com- 
mittee does not have to accept it. 
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Mr. Mauon. It would be much better if we had a meeting of minds 
before the submission rather than get into a hassle after the submis- 
sion. 

Secretary McExroy. I fully concur in that. If it is possible to 
reach a decision on this after getting some knowledge of the com- 
mittee’s views with respect to various alternative ways in which this 
can be done, I think it would be helpful. 

The President in his statement has said that if we could see the 
objective of flexibility being accomplished in a variety of ways, it 
paaia be acceptable to him. I think in the nature of trying to get a 
job done your proposal is one 1 think which would be quite welcome. 
I do not know exactly how these things can be worked out on a 
mutually satisfactory basis and with a minimum of formality. As 
far as | am concerned, 1 do not care whether my words are recorded 
or not, but I think there are points of negotiation, like this one, where 
it might be desirable simply to sit around and talk. 

Mr. Manon. The object of putting this on the record is not to em- 
barrass anyone but to be sure what we are talking about and to have 
it so we can refer to it if necessary. There is no other motive here. 

Secretary McExroy. Good. 


CONTROL OF APPROPRIATED FUNDS 


Mr. Tuomas. The form of the budget in itself must necessarily 
have some connection with pending legislation, must it not? I have 
one question, and I would like it to be either on or off the record, and 
that is on the functions and the handling of the money. 

peor that this committee appropriates X dollars to the Army, 
the Navy, or the Air Foree. It does not make any difference which 
one. In the final analysis does the civilian Secretary have the absolute 
say as to the spending of that money, or does the service chief under 
existing law’ It is not the President of the United States even 
though he is Commander in Chief. He has no authority and say as 
to how you spend that money. 

Secretary McExroy. In the Department of Defense under the pres- 
ent National Security Act the Secretary of Defense has control over 
the spending. He can control the use and the nonuse for a purpose, 
but he cannot change the use in certain broad classes. 

Mr. Tuomas. Let us be specific. Under existing law $100,000 is 
appropriated for the Army for procurement of material. Who ab- 
solutely has control of the expenditure of that $100,000 ¢ 

Mr. McNew. The legal control is in the hands of the Secretary of 
Defense. 

Mr. Tuomas. The Secretary of Defense, not the service secretary ¢ 

Mr. McNem. Yes. If he has knowledge that the item previously 
appropriated for is no longer necessary, ‘the funds can be withheld 
from that project. 

Mr. Tuomas. Suppose it is necessary to be spent ? 

Mr. McNem. He can approve the use of it. 

Mr. Tuomas. Suppose the service military chief says, “I want to 
spend this money with A corporation,” and either the service secre- 
tary or the Secretary of National Defense says, “No, it is going to be 
spent with the B corporation.” As a matter of law, who has the 
authority to say where the money is to be spent ? 
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Mr. McNetu. Under existing law, the Secretary. 

Mr. Tuomas. The Secretary of Defense? 

Mr. McNetu. Yes, but as a matter of practice, whether it went to 
company A or company B would be within the jurisdiction of the 
military department. 

Mr. Toomas. The service secretary, or the service chief ? 

Mr. McNem. Well, it would be under the service secretary, but 
again from a practical standpoint—— 

Mr. Tuomas. I am not talking about a practical matter. I want to 
know what the law is. 

Mr. McNet. The secretaries could do it under the law. 

Mr. Tuomas. The civilian service secretaries ? 

Mr. McNett. Yes. 

Mr. Tuomas. How will the proposed reorganization change that? 

Mr. McNet. I think that Mr. McElroy is better qualified to answer, 
but let me make a stab at it. T think it would not be changed at all, 
but the words “separately administered” have created a needless argu- 
ment at some levels in the services. 

Mr. Tuomas. From what you say, under existing law the civilian 
secretary and not the service chief has the absolute authority. 

Mr. McNett. The legal authority over the funds is on the civilian 
side, beginning with the Secretary of Defense. 

Mr. THomas. If it comes down to a que sstion of cancellation. then 
the Secretary of Defense has the authority to cancel it ? 

Mr. McNen. If it is required to be canceled, he can direct that. 

Secretary McExrroy. He also has the authority to withhold the orig- 
inal placing of it. 

Mr. Tuomas. That isan overall veto of all of it ? 

Secretary McEtroy. Absolutely. That exists now in cases where 
military requirements have changed and the funds are reprogramed, 
and that would continue to exist. 


EFFECT OF REORGANIZATION ON EXPENDITURES 


Mr. Tuomas. Mr. Secretary, how will the proposals under the re- 
organization plan affect the expenditure of funds? 

Secretary McExroy. I would s: ay that I do not see any great change 
in the way that funds will be expended under the new as compared 
with the old. 

Mr. THomas. Where is the money to be saved? I think the civilians 
ought to spend the money. They are the ones who have had the train- 
ing to spend the money, not the military. 

Secretary McExrroy. That will still be true. 

Mr. THomas. Why the big cry that reorganiaztion affects your 
pocketbook? I donot quite follow. 

Secretary McEtroy. Here are a few areas. One of the major means 
by which money can be saved is by avoidance of the duplicating de- 
velopme nt of we: pons syste ms. 

Mr. Trroomas. He has that authority now. He can void any pro- 
oram that he wants. 


PRESENT AUTHORITY OF SECRETARY OF DEFENSE 


Secretary McExroy. Let me explain some of this to you. If every 
question of this kind could be brought to the Secret: ary of Defense, 
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he has the authrity now to take action to fix it. But what is involved 
in a number of these ch: anges that are ees including the re- 
moval of the words “separately administered” from the services is 
that you remove those doubts which are used by some in the services, 
not by the Secretary himself, who has the authori ity, but by the people 
down the line for the purpose of going their own respective ways and 
not following a path that seems to be really the efficient path for the 
entire over: all defense posture of the country. One obvious area in 
which this falls is in the research and development area. You can 
take as an example what has happened in the entire field of missilery. 
[ think that there is grave doubt whether we have needed development 

yrograms on a number of missiles we have developed, and yet because 
of the fact you have had each one of the services going its own particu- 
lar way without any real common firm control and direction 

Mr. Tuomas. Authority existed for that common firm control if 
the Secretary wanted to exercise it. 

Secretary McEnroy. It does exist. 

Mr. Tromas. Your very able and delightful predecessor thought 
that a little « ompetit ion was a good thing. 

Secretary McExroy. I think some healthy competition is desirable 
and I am not trying to rule out competition. What we are trying to 
say is that whatever competition there is should be under a common 
direction of a single fellow who is the Director of Defense Research 
and Engineering, and that is what is proposed in this law. That is 
one of the major places where we think money can be saved. We are 
today, in the fiscal year 1959, going to devote about $6 billion on 
research and development programs, including test and evaluation. 

Mr. Tromas. I think that your reorganization ought to go a step 
further than you are going, and in truth and in fact I think it does, or 
else it does not mean too much. It ought to be that before money 
can be spent—— 

Secretary McEtroy. It is before. 

Mr. Tuomas. Without that common control you -will never get it 
unified. 

Mr. McNew. There are possibilities in this. Go back to those words 

“separately administered.” Some of the problems arise from a situa- 
tion such as this: in the first National Security Act of 1947 the words 
“separately administered” were written into: the act with a general 
conception that the Secretary of Defense had the role of a coordinator 
of the Army, Navy, and Air Force, who retained their station as 
executive departments under that act. 

Mr. Tuomas. That was written in there for a specific purpose and 
that was to say—listen, these services are going to run their own show. 
You know it and I know it. It was not put in there by accident by 
any means. 

Secretary McEtroy. Certainly it was not at that time. 

Mr. McNett. However, in 1949 amendments were made to the act 
which made the Secretary of Defense the head of the Department of 
Defense as an exec — department and gave him “authority, direc- 
tion, and control,” but the words “separately administered” were 
retained. That has created needless argument, although I would like 
to provide for the record an interpretation of the effect of those words 
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which were, in effect, adopted by the Congress over 4 years ago when 
it acted on the 1953 reorganization plan. The opinion stated : 

The argument that the words “separately administered” detract from the 
“direction, authority, and control” of the Secretary of Defense is without sub- 
stance on its face and obviously is contrary to congressional intent. “Separately 
administered” simply means that the Secretary of Defense cannot exercise his 
supreme power so as to destroy the separate entities of the three military depart- 
ments, or deny them the right to operate in the spheres assigned to them by law, 
or deprive their respective Secretaries of their top administrative position over 
their respective departments. 

Secretary McEtroy. What you have, Mr. Thomas, is a variety of 
legal opinions. You know what problems there are when you get 
different legal opinions from different people with different view- 
points—you often get a legal opinion that supports your position. 

Mr. Fioop. Do you know that many members of the Armed Serv- 
ices Committee are under the impression that you testified before 
them that it is your opinion that this committee, this C ongress, ap- 
propriates this money to you? 

Secretary McEtroy. It says, “for the Department of Defense.” 
That is about the first statement in the appropriation act. 


AUTHORITY OF DEFENSE SECRETARY OVER APPROPRIATED FUNDS 


Mr. Frioop. Let me repeat. This is a very extraordinary state of 
mind to be in up here, but there are very distinguished Members of 
Congress sitting on that very distinguished committee who insist to 
me that you in person testified to them that it is your concept, your 
belief, your opinion, that the Defense appropriation bill was appro- 
priated to the Secretary of Defense. 

Secretary McExroy. It is not appropriated to anybody; it is ap- 
propriated for. The wording says “for.” 

Mr. Fioop. Now, your conversation with Mr. Thomas is what 
makes me think of that. You alarm me. Do I understand you are 
now saying to me that this appropriation is appropriated for the 
Department of Defense? 

Secretary McExroy. It says so. 

Mr. Froop. I know what it says, and you construe that action to 
be, since you are the Secretary of Defense, for you, since you are 
the chief administrative agent for the Department of Defense and 
therefore it goes to the top for the Department of Defense, for the 
Secretary of Defer nse, and then trickles down, as you see fit? 

Secretary McEtroy. No. I only see it as saying what it is. It 

says, “for the Department of Defense.” 

Mr. Fioop. What does that mean to you? Is it for the Department 
of Defense? Now, we may give it for the Department of Defense. 
What do you think that means? 

Secretary McExroy. I derive my authority out of the National 
Security Act with respect not only to money, but some other things. 

Mr. Froop. This is strictly a money committee. 

Secretary McEtroy. All right. I have said what I regard my 
authority to be in connection with authorizations of money to a mili- 
tary department. 

Mr. Froop. Will you say it again ? 

Secretary McExroy. If the money is appropriated to a military 
department and the Secretary of Defense regards the military re- 
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quirements for that appropriation to have been changed, he has the 
authority to deny the department the right to spend that money for 
that purpose. . 

Mr. Fioop. Can he spend it for something else / 

Secretary Mc Eiroy. I would say reprograming would have to 
come back to this committee under established proc edures. 

Mr. McNew. Within each appropriation at the moment, but not 
between. 

Mr. Fioop. This proposed law would go further than the moment 
and give you carte blanche. 

Sec retary McExroy. I do not think a change goes from the moment 
toearte blanche. That isa big jump. 

Mr. FLoop. You are the jumper. 

Secretary McE roy. I do not think so at all. 

Mr. Fioop. I think you are the jumper to carte blanche. How far 
do you want to jump ¢ 

Secretary McExroy. I think that is the key to what we are trying 
to work out between us here. 

Mr. Fioop. Do you want to go further than that / 

Secretary McExroy. Yes. 

Mr. Froop. About how much further would you like to go? 

Secretary McEtroy. That is the kind of question which I think 
you have to ask and we have to answer, and I am not prepared to 
answer it categorically at this point except to say that I would like 
tohave a mutuality of discussion. 

Mr. Fioop. This committee is pretty openminded about the whole 
business, but I am becoming increasingly alarmed now about flexi- 
bility of funds, flexibility of administrative action within the depart- 
ments and your office, and as Mr. Mahon says, it probably lies 
primarily in the other committee to begin with. But here I was 
getting lulled into a false sense of security that the original hulla- 
baloo before the message came up on reorganization that the Presi- 
dent was going to do this about funds and that probably was not so 
and that has been played down. Now I am sure, in fairness to you, 
that your thinking has been pointed out, or you have been given a 
set of facts by your advisers and assistants and those who surround 
you which permits you to think a certain way, but those channels 
seem to present me with, if you will permit me, a fait accompli despite 
the law. You seem to be convinced by appropriating for the De- 
partment of Defense the Secretary of Defense has a much broader 
power of operation than the Congress believes, or understands, or 
knows about. 

Secretary McE troy. I think the Armed Servic ‘es Committee clearly 
understands the degree of the Secretar y’s authority 

Mr. Fioop. You do? 

Secretary McExrnoy. I do. 

Mr. Froop. Out of a 
someone examine that 

Secretary McEnroy. All right. 


n abundance of caution, I suggest that you have 


FORMAT OF FISCAL YEAR 1960 BUDGET 


Mr. Manion. Mr. Secret: ry, 


I realize you are not prepared at the 
moment to Say just 


what your precise recommendations would be with 
respect to the format of the new budget. 


A 
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Secretary McE roy. Because the President is involved here. That 
is the only reason. I have my own views and I would be very glad 
to discuss them, but I think whatever I say on this subject should 
come really from the President because it is the President’s ; budget. 


FLEXIBILITY OF FUNDS 


Mr. Manon. I have been, and am, a strong advocate of a reorgani- 
zation of the Defense Department. I think the conversation here 
in the last 30 minutes shows that there is a very great need for clari- 
fication. Lam convinced that the benefits to be der ived from reorgani- 
zation do not come to the largest extent in the field of flexibility of the 
expenditure of funds. To the uninitiated it sounds good to say we need 
more flexibility and can thereby do a better job of administration and 
save money, but actu: ally, Mr. Secretary, it is easy to overdraw this 
picture and I am most anxious that the people on the executive level 
throughout the Department of Defense, the Bureau of the Budget, 
and otherwise understand this situation. I do not believe you could 
go back the last year or so and find any great harm that has come be- 

cause of a lack of flexibility in the application of funds. I am per- 
fectly ailing: for you to: argue to the contrary, but I just do not believe 
people who are in the know to the greatest extent are too much con- 
cerned about flexibility of funds. I insist upon the accuracy of that 
statement. I do know that in Congress there 1s more complaint about 
too much flexibility than too little flexibility. 

As I have pointed out to you and other witnesses, this money that 
we appropriate is in very large pockets. We do, to a considerable 
extent, lose control of the purse because of the so-called performance 
budget procedure which we are following. It gives the Defense 
Dep: irtment a terrific and an almost unbelievable amount of flexibility 
as it isnow. I just hope that this will not be misunderstood and that 
requests will not be made that will be wholly unreasonable. 

Mr. Scrivner. The chairman has not come out as strongly as I 
hoped he would. We have observed through a long period of years 
an ever ~ ever increasing desire on the part of the military for what 
we call a one-line appropriation. If that is done then the Congress 
would no af veniam have its proper control over the funds. 

If that is the type of budget that is being thought about, it might 
just as well be forgotten now as far as I am concerned. I think that 
I speak for the committee. 

Secretary McExroy. I think that I have made my own position 
clear in the public statements that I have made and from the begin- 
ning I have tried to get this into a better sense of proportion. 

Mr. Manon. Yes. 

Secretary Mc ELRoy. From what was originally talked about. | 
think the committee then has some impression of what my own per- 
sonal views are. I think you have a perfect right to ask just what 
you are talking about and we had better be working that out with 
the President, so that we can answer that. 

Mr. Matton. I think so. 

Mr. Scrivner talked about a one-line appropriation. A one-line 
appropriation is—“there is hereby appropriated for the Department 
of Defense $40 billion.” As it is now, in the Air Force there is about 
$18 billion and it is in 9 line items, 9 different items. There is com- 








509 


plete flexibility w ithin them so there is a terriffic amount of flexibilit 
as it now is. 

This is the last day of April. aa budget that is before us is for 
the fiscal year that begins on July 1. We are nearing the end of the 
fiscal year. If you foresee some vi we where there should be some 
flexibility possible, then I think this committee would be delighted to 
try to work with you to give you that fle xibility. But I think that it 
would be a mist: ake to say that we should give you flexibility to launch 

vast new programs over which we have hi id not had any ‘control, or 
have not ap yproved. I think that you will agree with that. 

Secretary McExroy. I can give you an example where there may be 
more rigidity than you would want. You could have a situation 
where, short of actual conflict, it might be nec essary in everybody’s 
judgment, necessary in the national interest, and necessary in the view 
of the President, who is the commander and has to make the ultimate 
decision, that some of our forces in a unified command should be moved 
forward and become quite active. There was the situation when we 
moved the 7th Fleet to patrol off the coast of China. There you have 
an unanticipated but, substantial increase in the amount of money 
required to operate one of the principal departments. 

Now, as we know, one of the things that we keep a pretty tight rein 
on is this maintenance and operation fund. 


FLEXIBILITY PROVIDED BY SECTION 631 


Mr. Manion. May I interrupt. You can amplify this to any extent 
you like. 

In the event of an emergency there is a section in this proposed bill 
which is section 631, which provides that the President can set aside 
the Antideficiency Act in the case of an emergency. Now, the Air 
Force and the Army and the Navy will each have in the area of $3 
billion plus for maintenance and operation, so there would be wide 
latitude there, in my opinion. Then, of course, if this Congress is in 
session—and it would be called in session in case of a great emer- 
gency—quick action could be taken. 

Secretary McExroy. A grave emergency is not the problem. You 
get quick action there because it would be obvious to everybody you 
wanted to support your forces. 

Mr. Manon. There is so much flexibility within the appropriation 
now, and I think generally you would be able to meet that. 

Mr. McNrit. Section 631 does not give us the authority to spend any 
more money than you have appropri: ated. It gives the President the 
authority to eliminate the apportionment process. 

Mr. Tuomas. To create a deficiency. 

Mr. Manion. For ex: umple, in the Air Force you will have $4 billion 
for “Operation and Maintenance,” and let us say something happens 
in December. Well, out of that $4 billion there would be $2 billion 
that would not be expended probably by that time. You could take 
any portion of that in the Air Force, $2 billion, for quick moving 
You could do the same thing with $1 billion or more in the we avy y and 
$1 billion or so in the Army, and then come back in January ial n 
Congress meets and we could re pair these deficiencies that you have 
Ineurred. IT do not think that it would be within the realm of possi- 
bility that you would actually want more money in a hurry because 
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there will be a total of availability for the next fiscal year of about 
$70 billion. 

Secretary McExroy. It is not more money. It would be a qques- 
tion of whether you would have to adjust other parts of your main- 
tenance and operation spending program under an extremely tight 
budget for those purposes in order to provide quite substantial 
amounts of money for this mild emergency situation. 

Mr. Manon. We cert: ainly would not want in any way to restrict 
the Department of Defense and the President in any kind of an emer- 
gency action. 

Secretary McExroy. I am simply giving this as an example of the 
kind of situation where flexibility is desired and might be needed. 


POSSIBLE LAST-MINUTE CHANGES IN BUDGET 


Another example—and these are really the only two examples that 
seem to me to be pertinent from my own experience, and Mr. MeNeil, 
you can supply any others that you have in mind—you do, before you 
get done with the committing of an appropriation, which is about 
18 months after you put up an appropriation to Congress—— 

Mr. Manon. Let me interrupt you. That 18 months is a magic 
figure, but actually, while the groundwork of this budget was laid 
18 months ago, you bring up adjustments in supplementals. You 
said just a short time ago that you do not want to make any changes in 
it except that you want to get $1.4 billion, so that wp to the last minute 
you have opportunity to change. After this goes through the House 
you can make some modifications in the Senate. 

Secretary McEtroy. That is a sound point. We have talked about 
18 months, but perhaps 14 or 15 months is more accurate. This other 
area is an area W here you might have quite considerable success with 
a research Progr am which would say to you—we ought to drive through 
that one just as hard as we can. If at the same time we feel—and 
we should always strive to do this—that we can finance that exploita- 
tion of a scientific advance by some reduction in some other area of 
spending, even though it might be another service, it seems as if that 
ought to be the kind of thing that should be possible within some kind 
of limitation, whatever kind of limitation is considered to be maximum. 

My own hunch is if it is really large sums of money, we should 
come back here and ask for the specific authority. I do not think 
this is a big percentage that Iam talking about. Iam talking abouta 
percentage which most of the people around this table—and it has 
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to be that wav. you have to authorize it would consider to be a rea- 
sonable one and right. 

Mr. Manon. I have said before, and I say it again, I do not think 
f Presi . military dictatorship, and I do not think that 
he wants to deprive Congress of the power of the purse. I just do 

aT ad 

tary McEnroy. I do not either. 

Mr. Manon. I be e that these things can be worked out and we 

in secure an overall improvement. We provide you with an emer- 
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INCREASED SCOPE AND AMOUNT OF EMERGENCY FUNDS 


Mr. Manon. The President, through the Bureau of the Budget, has 
the right to request any emergenc y fund he likes; so, if necessary, it 
seems to me we could provide additional funds in the emergency funds 
to meet any breakthrough in the field of research and development. 

Secretary McExtroy. My impression is that we are restricted in the 
use of those funds to research and development. 

Mr. McNetu. That is correct. 

Mr. Manon. That is what you were talking about, the breakthrough. 

Secretary McEtroy. The ‘breakthrough, if you make it, takes you 
into produc tion, as well as other areas: so I think that you should au- 
thorize—and this might very well be the way in whic h the authority 
would be granted if you decided to do it—a somewhat larger amount 
that could be transferred from service appropriations and then au- 
thorize the use, not solely for research and development, but for some 
other uses we would suggest to you, and then I think the kind of thing 
we are talking about could be met. 

Mr. Ostrerrac. You would increase the amount and broaden the 
area of use? 

Mr. Manon. We could broaden the scope and the amount of the 
emergency to, say, $500 million. I am not recommending that at all. 
] am just talking about possibilities. The figure, as you know, is 
much less than that. I believe the total availability for the fiscal year 
1958 has been $235 million. 

Secretary McExroy. Some of it is appropriated direct to us for 
transfer, and $150 million is appropriated to us for transfer from 
service appropriations. 

Mr. Manon. If we could convince ourselves that this was needed, 
we would certainly be willing to accept it. I do not think at the 
moment that it would probably be required. 


RESTRICTIONS ON TRANSFERABILITY 


As to transferability, we could consider adding a proviso to permit 
use of appropriations interchangeably but not to increase any appro- 
priation more than 5 percent, or not to reduce any appropriation by 
more than 5 percent. Something along a restrictive line might pos- 
sibly be considered, but perhaps that sort of thing would need to be 

worked out by the Armed Services Committee. We are not trying 
amep the prerogatives of the Armed Services Committee. That is 
the reason we have not gone into great detail on your reorganization 
plan. We feel that it should be thoroughly sifted and then we will 
naturally have an interest in what happens. We are very much con- 
cerned about the whole picture, but we do not. want to try to write 
substantive legislation here. We have no authority and we do not 
want to overstep ourselves. 

Mr. McNet.. I do not think that you need run inte 
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LANGUAGE OF EMERGENCY FUND PROVISION 


Mr. Forp. Will you look at the language in the emergency fund 
provisions which reads as follows: 

And in addition, not to exceed $50 million to be used upon the determination 
of the Secretary of Defense that such funds can be wisely, profitably, and 
practically used in the interests of national defense and to be derived by trans- 
fers from such appropriations available to the Department of Defense for obli- 
gation during the current fiscal year as the Secretary of Defense may designate. 

That is very broad language. I do not see how you could broaden 
that under any circumstances. 

Mr. Lanman. You can only use that for research and development. 

Mr. Forp. I live read it 3 or 4 times and it does not say that. 

Mr. Lanman. Mr. Ford, may I point out that the first part of the 
language before the proviso makes an appropriation and the only 
thing that can be done with that appropriation is to transfer it to 
appropriations available for research and development. The key 
words here are “and in addition,” so the words “and in addition” 
clothe what follows with the authority, as well as with the limitations 
of what went before. We have not suggested, nor could anybody 
interpret, I believe, that that additional transferability could be used 
under that language for other than the specific purpose for which 
the appropriation was made available and we have always assumed 
that it was the committee’s intent that both the cash and the transfer 
authority was to be used solely for research and development test 
and evaluation, and we could not interpret it any other way. 

Mr. Forp. | think the practical effect has been that, but you would 
not have to change the words very much to make it wide open. 


REQUESTED LANGUAGE FOR SECTION 631 


Mr. Manion. The intent of Congress has been all along that it be 
for research and development. That has been our understanding. 

I would like to comment again on section 631 on page 273 of the 
committee print, which reads as follows: 

At such times during the current fiscal year as the President shall determine 
that such action is necessary in the interest of national security, he is authorized 
to transfer, between any appropriations, funds, or authorizations available for 
military functions of the Department of Defense, not to exceed a total of $2 
billion, in such amounts as he may deem to be necessary for purposes of any 
appropriation, fund, or authorization to which any such transfer is made: Pro- 
vided, That within 10 days after the end of each calendar quarter the Secretary 
of Defense shall inform the Committees on Appropriations of the Senate and the 
House of Representatives of all such transfers which have been made during 
the preceding quarter. 

You have made plain, I believe, in your previous testimony on yes- 
terday, that you were not here urging this provision in its present 
form, and to the extent involved, recommending its approval. 

Secretary McEnnoy. I consider that segment of language should be 

subject to discussion with the committee and that we should establish 
a firm decision. I think that you have the right to expect that of us. 
If the President wants to regard this as a firm position, after consulta- 
tion, all right. But I think that we now should get into this driving 
toward something that would be a specific position. 11 will have to be 
the President’s position, but maybe we can help him. 
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Mr. Manon. This is definitely subject, I think, to a point of order. 
It would be objected to immediately. If you would like to work on 
something that would not be subject to a point of order involving the 
emergency fund idea, we will be glad to hear you. 

Secretary McExroy. It seems to me something that has been ac- 
cepted in principle in the past is an easier thing to expand than to 
a something which is brand new and put it to all of the shocks that 
anything that. is brand new has to take. 

Mr. Manon. I think that your people have already been working on 
something. 

Secretary McEnroy. I believe they have. 

Mr. Manon. As the result of previous discussions. 

Secretary McExtroy. Do you not think we can have something here, 
Mr. McNeil, that will do what we are striving for, give greater flexi- 
bility, and would not involve anything to the large extent which this 
language does ¢ 

Mr. Osrerrac. You could confine it, however, to unforeseen con- 
tingencies rather than general broad authority to take funds for any 
and all purposes. 

Secretary McExroy. ‘That is correct. I do not think there is any 
intent here for us to do other than have the same kind of detailed 
review of our programs by the Congress that we have had in the past 
I think that is in the national interest and I am for it as a citizen. 


OBJECTIONS TO “BLANK CHECK LPPROPRIATION 


Mr. Manon. Well, if there were to be sweeping reorganization it 
might be necessary to have quite wide latitude in making readjust- 
ments. I can understand that. That is not the issue involved here. 
You see, Mr. Secretary, if we, the elected representatives of the people, 
put this money, $40 billion, only in a few pockets and give complete 
flexibility and elasticity within that amount, and then if we come along 
and in addition to that elasticity we also let you transfer among ap- 
propriations and between services, $2 billion, there is not much differ- 
ence between that and almost a complete blank check. 

In other words, what is the use of us spending months going through 
line items and working on these things if we are going to say after it is 
all over with—well, you can take $2 billion and shift it around 
youmay find prudent. It would not be practical. 

Mr. Norrevi. Mr. Secretary, I have formed a very high opinion of 
you as Secretary of Defense. 

Secretary McExroy. Thank you. 

Mr. Norrect. I do not know of any man I have enjoyed working 
with more than you. I have great confidence in you, but the Amer 
ican people, Mr. Secretary, are of the opinion if we appropriate all 
this money one man can spend it. They think that is too much power 
for any one man to have, regardless of who he is, whether he is a Dem 
ocrat or a Republican; whether he is President or the Secretary of 
Defense. I do not want to vest too much power and authority in any 
oneman. That isthe statement that I want to make. 

Mr. Scrivner. We are drawing to the close of these rather long 
hearings. I would go along pretty much with what Mr. Mahon has 
said, that if what some people understand to have been proposed takes 
effect all of these hearings we have had would be so much hogwash. 
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If there is any idea in any place existing that some of these suggestions 
which we have read about are going to take place somebody might 
just as well disabuse their minds of that now. 

Secretary McExroy. I think the initial comments that were made 
were based on misapprehension, and I always assumed they were hon- 
est misapprehensions. 

Mr. Scrivner. The suggestions made by this committee and the 
questions asked I hope will guide you in your thinking and in your 


actions. If they do, a lot of difficulties can be avoided: and, if ‘they 
do not, there are going to be difficulties arising. 


JOINT CHIEFS OF STAFF 


In some of your discussion with Mr. Sikes you were talking about 
the force levels and the decisions made by the Joint Chiefs of Staff 
and pointed out there are times when the Chief of Staff of the Army 
mg himself in a position of conflict with his position as a member of 

he Joint Chiefs. Some of the difficulties we have discussed here em- 
a asize and illustrate the reason why there should be, as I have al- 
ready stated, a complete divorce of the Joint Chiefs of Staff from the 
services themselves. Once they have gone on the Joint Chiefs of Staff 
they should never return to their original service. When they take 
that assignment they should be completely imps urtial and not bound by 
any of the service loy alties or prejudic es. They should serve solely 
as a member of the Board of Advisers to th 1e President and the Secre- 
tary of Defense, and perhaps when we approach that we will elimi- 
nate some of the difficulties we have. 


B-52’S AND ANTIMISSILE MISSILES 


Then Mr. Sikes also stated, as I understood it, that the additional 
B-52’s and the antimissile missile would be aidiees into the picture 
about the same time. If what I understand is correct, that would not 
be true, but you did not correct him on it. There ought to be some 
observation because these B—52’s are carryons and they will be avail- 
able in a matter of months, whereas we do not know exactly when the 
antimissile missile will be operative. Perhaps it might be well to 
clear that up. 

Secretary McEnroy. That of course is a fact, Mr. Scrivner. In the 
one case you have the hope that you will have a successful develop- 
ment program, with full knowledge that you have tremendous prob- 
lems involved. That is the antimissile missile. 

Mr. ScRIVNER. a. ‘ompared to a known 1 improvement. 

Secretary McExroy. Whereas the B-52 is a known and proved 
weapon. 

Mr. Scrivner. Without taking the time now. either in response to 
my suggestion or in elaboration of your answer to Mr. Sikes, you also 
pointed out that, = the new and modified B 52's and the proven 
much-improved air-to-ground missile which the B-52 will carry, we 
have even there an A led capability which is really alnaet an adjunet 
to our long-range and inte rmediate-r: inge missile. 

Secretary McExroy. That is right. We have the distinet possi- 
bility of stretching out the life of the manned bomber through I: ‘ving 
this longrange missile capability attached to the bomber itself. 
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Mr. Scrivner. We are going to have manned bombers for a long 
time. _ i my ; 
Secretary McE roy. That is my belief. 


REDUCTION IN MAPPING SERVICE 


Mr. Scrivner. I would concur with Mr. Sikes in his observation 
about the Mapping Service. You are going to look into it. It would 
appear that many of the statements, one ‘of which I read just this 
week, that actually we did not know where anything was and we 
would miss it by miles and all that, are overdrawn and erroneous. 
With the information which is now available and referred to by Mr. 
Sikes it would seem that at this particular time to cut down on the 
service to the point where that information could not be exploited 
would be a mistake. 

Secretary McExroy. I shall look into that, Mr. Scrivner. 


SMALL BUSINESS 


Mr. Scrivner. Then the question of small business came up. The 
congressional act as relates to small business refers to concerns which 
employ 500 or less. A concern which employs 500 people is consid- 
ered a pretty good-sized firm in the area I come from. Some of the 
concerns doing work for the Government are not big enough and do 
not have sufficient financial backing to engage in primary ‘contr: cts. 
They are just too small. aot concerns that I am talking about are 
concerns which employ 25, 50, or perhaps 100 people, yet they are able 
to turn out some very fine initia: They are the ones that seem 
to be caught on a limb, you might say, as far as defense spending is 
concerned. 

I do not know how you can do it and I do not know whether you 
can. You mentioned the fact that we have now some new and 
special weapons and components and what-not. We are aware of 
that. They are not within the capability of any 25- or 50- or 100-man 
operation. Those are big operations, big contracts involving mil- 
lions. 

Secretary McE roy. The small concerns could not undertake such 
prime contracts. 

Mr. Scrivner. For example, General Dynamics, of which the 
former Secretary of the Army, Mr. Pace, is the president, and Aero- 
jet, of which Mr. Kimball, former Secretary of the Navy, is one of 
the top officials, are big concerns. They are comparatively new con- 
cerns and they are h: oe new, specialized, modern-day equipment. 
Those concerns were organized for that particular purpose. You 
cannot organize a little concern of 25 to 100 or even 200 men to de- 
velop equipment like that because the bigger ones are in not only the 
manufacturing but also the research end. It takes a considerable 
sum of money. 

(Off the record.) 


FISCAL FLEXIBILITY 


Mr. Scrivner. Just one final comment. 

I referred to this yesterday. I would like to refer to it again fol- 
lowing some of the comments you made, Mr. Secretary, in response 
to questions by Mr. Mahon and some of his comments. 
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I feel that somebody has misunderstood the situation which exists 
2s far as flexibility in the use of military funds is concerned. Here 
again it may be possble for you or Mr. MeNeil or somebody to trace 
down the possible source of that misunderstanding which you may 
have had originally. 

My observation was and is again that as matters now stand there 
is and has been for quite some period of time a rather considerable 
flexibility, a flexibility which can be used in such manner that Con- 
gress can fulfill its constitutional responsibility and obligation of 
being in control of the finances of the military. There is no argu- 
ment about it. It has to be. This country would not have it any 
other way except that we shall have that control. 

So I feel, as I have stated, that a mountain is be ing made out of a 
molehill, perhaps due to a misunderstanding. If that can be straight- 
ened out and whoever was in error in their views which might have 
been expressed can be straightened out and then take a new approach 
from there, perhaps some of this problem will not be too difficult to 
work out. 

As Mr. Mahon pointed out, I have observed and heard of no senti- 
ment in this committee particularly to give an added $2 billion worth 
of flexibility. 

With that as background, maybe you and Mr. McNeil and some of 
the others can start a new approach to it and perhaps a solution can 
be reached. I know Mr. McNeil has been with this for a long time, 
and he knows what we have done. The cooperation has been good 
on both sides. Never has any one of the Departments or the Depart- 
ment of Defense itself come to this committee with a suggestion of 
changing programs that it did not receive a sympathetic hearing and 
most often, approval. We realize that you cannot foresee 18 months 
from today what the situation will be then. What looks good for 2 
spending program today might look sour as a green apple later. 

(Off the record. ) 

Secretary McErroy. I wanted to make this statement before this 
particular session concluded, and this gives me an opportunity to doit. 

I do not think this committee is adamant. I think as far as my 
experience with it is concerned, which is limited 

Mr. Scrivner. T was the one who made the observation that perhaps 
some people might t ane the committee was adamant. 

Secretary McEtroy. I do not think so. , 

Mr. Chairman, I would like to say I do not think, as the Secretary 
of Defense, a man could ask for any better spirit and cooperative 
reception to points of view of the Executive than this committee has 
given to me. 

Mr. Manon. Thank you very much, Mr. Secretary. 

Secretary McEnroy. It is a very satisfying experience for some- 
body who came into something not knowing exactly what he was 
coming into. 

Mr. Scrtvner. Down in Texas they always say they give a mana 
fair trial before they hang him. 

Mr. McEtroy. Is this going to be a public hanging? 

Mr. Scrtvner. If so, we might finance next year’s military appro- 
priation. 
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Secretary McExroy. In that case, I would like to sell some tickets 
if [am to be the principal character. 

Mr. McMauon. I wish to thank you in behalf of the committee, 
Mr. Secretary, for your appearance. You have been most cooperative. 
We have some very difficult problems with which we must continue to 
wrestle. You are the final and major witness to appear before the 
committee. We hope that the hearings can be completely brought to 
an end very shortly, but we must take a little time to check our records 
and determine just when the hearings should be brought to a conclu- 
sion. We will need the transcripts back in the near future. 

We do need any recommendations and suggestions which you have 
as soon as you reasonably can give them to us, because we may sit down 
and start talking figures in the committee next week. 

Secretary McExtroy. We will push right along on the things which 
are still pending for us to supply the committee. 

Mr. Manon. I want to close this part of the procedure by saying, 
Mr. Secretary, that you have certainly made an excellent impression 
upon many of us in Congress. Your forthrightness, your willingness 
to listen, your willingness to fulfill the terrific responsibility which 
you so recently assumed, is very refreshing and very pleasing. 

We wish you a lot of luck. We are all on the same team. We shall 
beseeing you from time totime. Thank you. 

Secretary McEtroy. Thank you, Mr. Chairman. 

Mr. Manon. Thank you, Mr. McNeil. 

Mr. McNett. Thank you, gentlemen. 


Tuourspay, Apri 17, 1958. 
OVERSEAS DEPENDENTS SCHOOLS PROGRAM 
WITNESSES 


HON. STEPHEN S. JACKSON, DEPUTY ASSISTANT SECRETARY OF 
DEFENSE (MANPOWER, PERSONNEL, AND RESERVE) 

E. A. SOMPAYRAC, OFFICE OF THE DEPUTY ASSISTANT SECRETARY 

LT. COL. N. H. HIXSON, ARMY 

LT. COL. C. S. HAMPTON, ARMY 

COMDR. H. D. DURHAM, NAVY 


_ DR. F. G. POPE, AIR FORCE 


LT. COL. E. S. WITTBRODT, AIR FORCE 


Mr. Manon. The committee will come to order. Will you please 
identify yourself for the record / 


GENERAL STATEMEN' 


_ Mr. Jackson. Mr. Chairman and members of the committee, I am 
Stephen S. Jackson, Deputy Assistant Secretary of Defense (Man- 
power, Personnel and Reserve). I have been designated to represent 
the Department of Defense at today’s hearings on section 606 of the 
Defense Appropriation Act. Accompanying me are: Mr. E. A. 
Sompayrac of my office, Lt. Col. N. H. Hixson and C. S. Hampton of 
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the Army, Comdr. H. D. Durham of the Navy, Dr. F. G. Pope and 
Lt. Col. ie S. Wittbrodt of the Air Force. 

The Department of Defense welcomes this oportunity to appear be- 
fore you and discuss this section, as it is fundamental to what we con- 
sider a most important program, the operation of the overseas de- 
pendents schools 

As you know, during hearings on the individual military depart- 
ments appropri: ations, questions relating to the operation of the de- 
pendents schools were deferred pending a complete discussion of the 
matter at this hearing. Many of you are aware of certain problems 
that have been encountered in the opel ration of the schools and you 
have received communic ations from various school teachers overseas 
suggesting certain changes and improvements. Therefore, I would 
like to give you a brief expl: nation of the problem, of its scope, what 
we have done and what we propose to do. 


SCOPE OF PROGRAM 


The Department of Defense during the present year is operating 
223 elementary schools and 76 secondary schools in foreign areas 
where military personnel are stationed. These schools are attended 
by over 100,000 students and employ approximately 3,900 teachers. 
The purpose of these schools is to provide to dependents of military 
and civilian personnel stationed overseas elementary and secondary 
= ation equal to that which would be available to them in the good 
public school systems inside the continental United States. 

In those areas where large concentrations of personnel have been 
and are expected to be stationed for some period of time, fine modern 
schools have been constructed and are in use. The student increase in 
certain areas, just as in the United States, has forced the use of some 
temporary and emergency facilities. In still other areas where the 
number of pupils is small or where personnel are expected to be sta- 
tioned for a comparatively short time, temporary facilities of various 
kinds are in use. These include quonset huts, le ased apartment houses 
and other such facilities, which while serving the purpose are not 
fully satisfactory. 

EVALUATION OF HIGH SCHOOLS 


The high schools are accredited by the North Central Association 
of Colleges and Secondary Schools to insure that the student’s credits 
will be acceptable for admission to accredited colleges and universities. 
This association also furnishes advice in regard to the operation of the 
elementary schools. Teams of visitors are sent to the sc ‘hools to make 
appropriate inspections for accreditation, and to furnish advice as to 
the general adequacy of the programs. On the whole their reports 
have been satisfactory. The association in its last report of visits to 
the schools in Europe stated that these schools are the kinds that could 
be placed in any American community and the community would be 
proud of them. 

HIGH CALIBER OF TEACHERS 


One of the main reasons for the suecess of these schools has been 
the high caliber of teachers we have been able to employ. ‘The oppor- 
tunity to travel, and the experience of teaching in the overseas situa- 
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tion is valuable to their professional development and has been most 
attractive to teachers. School jurisdictions inside the United States 
have recognized this and frequently grant teachers a leave of absence 
for the purpose of accepting such an overseas assignment. The result 
has been that, in spite of some serious defects in the personnel program 
for overseas school teachers, it has been possible to recruit well quali- 

fied teachers even in the very tight teacher market. These short-term 
teachers complement the corps ‘of very fine teachers who have stayed 
with the overseas dependents schools for extended period of time. 

In 1956 it was found desirable to institute a thorough study of the 
administration and operation of the dependents schools and to take 
remedial action on those aspects which were found to be in need of 
improvement. The study was m: ade by representatives of the military 
departments and the Office of the Secretary of Defense. Schools ad- 
ministration, Comptroller, and civilian personnel specialists partici- 
pated. 

A number of actions were recommended which could be taken admin- 
istratively. ‘These recommendations have been, or are being imple- 
mented. One important area covered by the study requires legislation 
and a proposed bill was developed and transmitted to the Congress 
with a request for its enactment. This bill relates to a teacher per- 
sonnel program and it has been introduced as S. 3460. 

Problems of the dependents schools were grouped into three cate- 
gories: ‘Teacher personnel, school administration programs, and cost- 
ing and budgetary. 


TEACHER PERSONNEL PROGRAM 


Teachers and school officials in the overseas dependents schools are 
employed in positions covered by the Classification Act of 1949, as 
amended. They are subject to the Annual and Sick Leave Act of 
1951 and are entitled to the same transportation and allowances and 
differential benefits as are authorized by law for other civil service 
employees. 

These laws were designed for application to employees whose serv- 
ices are required fulltime. Their application to teachers in dependent 
schools has resulted in a eeeg si of problems since their services are 
not required for the full year, but usually only for the 9 or 10 months 
which constitute the ochedl. year. The major problems are: (1) 
teachers work less than the full calendar year and their actual annual 
pay is approximately ten-twelfths of the stated annual salary of the 
grade in which employed; (2) teachers are not paid for the school- 
recess periods, such as Christmas and Easter, unless they have suffi- 
cient annual leave to carry them through this period; (3) overseas 
differentials and allowances for teachers, except for the quarters 
allowance, are discontinued during hens recess periods if the teachers 
are placed in a leave without pay status; and (4) there is no legal 
basis for adjusting the compensation of teachers on the basis of their 
qualifications, in accordance with the common practice inside the 
United States. 

The proposed legislative item S. 3460 referred to above was de- 
veloped to resolve these ceiulains It would provide for the estab- 
lishment of a special personnel program for teachers, based on the 
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school-year concept and patterned after the common practices in 
school jurisdictions inside the continental United States. 

Teachers would be in a duty status for a school year and would 
be in a pay status for the entire period, which would of course include 
the school-recess periods. Thus they would be eligible to receive the 
foreign allowances and differentials for the entire period. The 
salaries for the teachers would be fixed administratively in considera- 
tion of the salaries paid to teachers inside the continental United 
States. It is contemplated that additional increments would be pro- 
vided for those teachers with superior qualifications. A sick and 
emergency leave plan, identical to that in effect in the District of 
Columbia schools would be substituted for the current annual- and 
sick-leave plan. To encourage teachers to remain for subsequent 
school years the quarters allowance or storage of household effects 
and personal possessions at Government expense would be provided 
during the summer-vacation period. 

Enactment of this legislation will provide the overseas dependents 
schools with a teacher- ‘personnel program comparable to that found 
in school jurisdictions inside the continental United States. This, 
combined with the natural attractiveness of an overseas tour should 
assure that these schools will continue to recruit high cailber teachers, 


ADMINISTRATION OF THE SCHOOLS 


The administrative organization of the overseas dependents schools 
has been reviewed and a number of changes have been or are being 
made to strengthen the program. In the last 2 years the he: adquarters 
offices have been strengthened professionally. Careful organization 
and the defining of responsibilities and authorities has been effected. 
Improved consultation and advisory functions have been provided by 
the headquarters offices for the individual schools under their juris- 
diction. Programs have been instituted to more fully advise teachers 
and schools officials of the details of their employment conditions. 

Instructions have been issued to provide greater opportunities for 
transfer within and between the school systems with preference in 
choice of location to be given to those teachers with longer tenure. 
Regulations have been rev vised to provide for the payment of the quar- 
ters allowances to teachers during school-recess periods and during 
the summer vacation if they have signed a renewal agreement to re- 
main in the areas and teach for the subsequent year. 

We believe these efforts are resulting in considerable improvement 
and that. more stability is being achieved in the school systems. We 
continue to have the same problem of expanding enrollments as the 
public schools in the United States. However, this regular increase 
is anticipated. 

The dependents schools have a very difficult function to perform. 
The problem is complicated by the high turnover rate occasioned by 
the movement of military families. We are not complacent and know 
that improvement can and should be made; however, the satisfaction 
of the parents as evidenced in statements to offici: als overseas and to 
the accrediting visitatoin teams and the general lack of complaints 
from parents are all indications of the high standards of our schools. 
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COSTING AND BUDGETING 


For several years the Congress has demonstrated its intent to fur- 
nish the dependent children of military and civilian personnel of the 
Department of Defense stationed in overseas areas with an education 
equal to that which would be available to them in the good public 
school systems in the continental United States. 

Congress has further evidenced its interest in this matter by fixing 
in the Department of Defense Appropriation Act a per pupil dollar 
limitation on the expenditure of funds for this purpose. Such a 
limitation again appears in section 606. In spite of the fact that 
efforts have been made to economize in the operation of the schools, 
the military departments have had some difficulty in operating within 
this limitation which for the current year is $245 per pupil. Economy 
measures have even included minimizing at some schools of programs 
such as remedial reading classes, class for handicapped children, 
music courses and others normally taught in the public schools systems 
in the United States. 

In February of 1952 the witness testifying before a subcommittee 
of the House Appropriations Committee on fiscal year 1953 appro- 
priations stated that the charges to the limitation included such things 
as pay and allowances, supplies, and equipment. Each of the serv- 
ices had been following this practice in general. However, differ- 
ences in interpretation and local application resulted in charging dif- 
ferent items against the limitation. This resulted in a rather con- 
fusing variance among the services. 

It was concluded that a definition of items to be charged against 
the limitation was essential to provide the Secretary of Defense and 
the Congress with cost figures which are comparable among the 
services, and which could also be compared with the cost of operation 
of public schools in the United States. Therefore a Department of 
Defense instruction has been issued which provides uniform guidance 
as to the items to be charged against the limitation. These are the 
cost of “administration” and “instruction” as defined by the United 
States Department of Health, Education, and Welfare in its annual 
report entitled, “Current Expenditures Per Pupil in Public School 
Systems.” The items included are the salaries and wages of school 
supervisors, principals, teachers, and clerical personnel, the cost of 
text books, the cost of replacing library books and the cost of office 
and instuctional supplies. 

The latest reports of Current Expenditures Per Pupil in Public 
School Systems from the Department of Health, Education, and 
Welfare are for the 1955-56 school year. For that year the costs of 
administration, instruction, books and instructional supplies averaged 
$234 per pupil in school jurisdictions of 100,000 population or more. 
Costs have gone up in the public-school system and figures for the 
1956-57 school year will undoubtedly be higher than $234. In com- 
parison the cost of these same items in the Department of Defense 
operated schools for the 1956-57 school year were, Army $236, Navy 
#226, and Air Force $228. 

The Office of the Secretary of Defense has been under some pressure 
from within the Department of Defense to request the Congress to 
abolish this limitation. This has not been proposed because we want 
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to be sure that when and if such a request is made, we will be able to 
offer a reliable method of control to substitute for the dollar limitation, 

The Defense study of the operation and administration of the 
dependents schools has been confined to those features which require 
improvement under the current organization. We are concerned about 
the operation of three separate programs. Coordination has been 
improved and more coordination is anticipated; however, there is a 
distinct possibility that the overseas dependents schools program 
would be improved and would be more economical if organized as a 
single program. This would involve problems of logistic support 
and of tinance. These are to be studied to determine the feasi lity 
and desirability of such a change. 

I have given this rather brief summary of the situation as a basis 
for any inquiry you may have. We will attempt to answer, or provide 
answers to any questions you may have on this program. 

That concludes my statement. 

Mr. Manon. I assume you think that the present program is work- 
ing reasonably well and that the Office of the Secretar y is reasonably 
well pleased with the present program. 

It is noted that certain legislation is being recommended in order to 
improve the program. 

Mr. Jackson, Yes. 


PROBLEMS PARTICULAR TO PROGRAM 


Mr. Manon. Is there anything that you know of that this committee 
might properly do to improve the situation? We have no authority 
to enact the bill that you have discussed. 

Mr. Jackson. Of course our problem has been rather austere physi- 
cal limits within which to operate the schools. We do have, sir, of 
course, as I have indicated in my statement, a problem which is prob- 
ably unique in the school system, and that is the multiplicity of changes 
and adjustments of our children. This would indicate the necessity, 
perhaps, of a refinement of special classes where there are any emo- 
tional adjustments, or any particular need for specialized care. How- 
ever, as I have indicated, by and large our schools are now, and hope- 
fully even more so with these improvements, operating on what we 
consider a good standard comparable to our own Zone of Interior 
operated schools. 


COST OF OPERATIONS IN FISCAL YEAR 1957, 1958, AND 1959 


Mr. Manon. The total expense of operating these schools in 1957 
was approximately how much, and the estimate for 1958 is approxi- 
mately how much, and the estimate for 1959 is approximately how 
much ? 

Mr. Somrpaynrac. The total for 1957 for the entire program was 
$24,230,119. 

The total for the fiscal year 1958 was $25,014,363. 

The estimated figure for the fiscal year 1959 is $27,343,552. 

Mr. Manon. Do you have any questions, Mr. W ieee worth! 
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REASONS FOR INCREASING COSTS 


Mr. WiceLeswortH. Why this increasing rate year after year?! 
Mr. Sompayrac. The number of pupils is continually increasing. 
Mr. WiccLteswortu. Why? 

Mr. Sompayrrac. Because of the general increase in the size of 
families. 

Mr. WiceLeswortH. We are not sending more troops overseas; are 
we! 

Mr. Somrayrrac. I am not prepared to answer that. Perhaps some 
of the others could. 

Mr. WicGLeswortH. Does anybody know the reason for this increase ? 

Dr. Porr. It is basically because we have more school-age children 
coming up. They are the wartime children going into the schools. 

Mr. Wiceieswortu. They are going out of them also; are they not? 

Dr. Porr. The upper grade enrollment is very little relative to the 
first grade enrollments that are coming in. 

Mr. Wuirten. Is the fact that you are providing more houses and 
permitting more servicemen to t: ike their families abroad than for 
merly a factor in the situation ¢ 

Mr. Jackson. It could be. I do not have the figures on deployment 
and quarters. 

Mr. Wiccieswortu. Do you not think that you ought to have 
them ? 

Mr. Jackson. I can get them for you; yes. We have recently cur- 
tailed the opportunity for taking dependents i in certain areas where 
the housing facilities are not : available or adequate. 

Mr. Wurrren. My question was motivated by the realization that 
could be a factor. I am just trying to find out the facts and not take 
issue with you. 

Mr. Srxes. Generally it is true that there is more housing available 
and consequently more families are able to go into overseas areas, 
plus the fact, as has already been pointed out, that you have more 
children of school age now than you have had heretofore, even though 
the overseas deployment may be down slightly. The number is not 
substantially lower except in Japan. 

Mr. WicGreswortn. Offhiand, I would think if we were not in 
creasing our personnel overseas there would be no such inerease as 
is reflected here. 

POPULATION INCREASE 


Mr. Manion. If | were sitting on the other side of the table T would 
point out the population explosion that took place after World War II. 
If you people do not know how to justify this, let us move on. 

Colonel Hixson. I think that i 7 part of it. From the Army stand 
point our increase is essentially because of the increase of children 
per officer. Some 2 or 3 years ago it was 0.7 school-age children per 
officer, or enlisted man in the overseas areas. That has increased to 
1.1 children per housing quarters. 

[can give Germany as an example. This past year we graduated 
from the 12th grade 504 children. We took into the sixth er: aia 6,176 


children, so, from our standpoint, it is an increase of children per 
family. 
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: Mr. Wiceiesworrn. What was the military personnel in Germany 
in those 2 years? Was there a material difference in the number? ~ 

Colonel Hixson. No, sir. Some quarters have increased, but the 
increase is not in proportion to the input into the schools. Our sharp 
input is all up through about grade 5. 


NUMBER OF SCHOOL-AGE DEPENDENTS OVERSEAS 


Mr. WiceLeswortu. I wish that you would give us for the record 
the number of school-age pupils for the 3 years you just referred to, 
1957, 1958, and 1959, and the number of military personnel in the 
picture in each of those years. 

Colonel Hixson. All right, sir. 

(The information referred to follows :) 


Number of school-age dependents in foreign areas 


| 
| 
| 
| 


Fiscal year | Fiscal year Fiscal year 
1957 1958 1959 

| nn 
Army--- 46, 028 | 49, 240 51. 180 
Navy 8, 330 | 9, 986 | 10, 324 
Air Force | 43,179 44,416 50, 101 
Total 97, 537 103, 642 | 111, 605 
Note.—Information as to number of military personnel in foreign areas is classified and has been sub- 


mitted separately to the committee 


Mr. WiceLtesworrn. You have told us on page 1 you have roughly 
300 schools for 100,000 students. I do not know why you use the 
100,000 figure because apparently there is a substantial increase every 
year. Roughly speaking, that is about 1 school for 330 pupils. Is 
that right? 

Mr. Sompayrac. These schools vary in size. 

Mr. Wiceteswortu. It is an average of about 330 per school 

Mr. Sompayrrac. Yes; it would be about that. 


PUPIL-TEACHER RATIO 


9 


Mr. Wicereswortu. You have 3,900 teachers for this figure of 
100,000 that you have selected. Is that about 1 teacher for 25! 

Mr. Sompayrac. We have the actual teacher-pupil ratio. 

Mr. Wiccteswortn. The answer is “Yes” or “No,” is it not! 

Mr. Sompayrac. I have the actual pupil-teacher ratio. 

Mr. Wiccitesworru. The answer is “Yes.” Now please give us the 
actual figures. 

Mr. Sompayrac. The answer would be “Yes.” 

Mr. Wiceitesworrn. How will that ratio compare with the ratio m 
schools in this country ? 

Mr. Sompayrac. These are the actual ratios at the present time. 

In the Army in the elementary schools we have a ratio of 30 pupils 
to 1 teacher. In the secondary schools we have 21 pupils to 1 teacher. 

In the Navy, for the fiscal year 1959, we will have 27 pupils to I 
teacher in the elementary schools and 15 pupils to 1 teacher in the 
secondary schools. 

In the Air Force for 1959 we will have 25 pupils to 1 teacher in the 
elementary schools, and 18 pupils to 1 teacher in the secondary schools. 
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Mr. WiGGLESWORTH. My question was, and is, How will those ratios 
compare W ith the ratios in this country ¢ 

Mr. Sompayrac. Let me call on one of the educators. 

Mr. WiceLeswortH. Do you not have that at your fingertips? You 
do not know? Please furnish that for the record so we can get some 
compar able yardstick to consider the overall picture here. 

(The following statement was submitted :) 


The average number of pupils per teacher in public schools in the United 
States for the school year 1957-58, is: 


INIT GUO iis ds a servings epestselciehl oats liens sacnriesiepapin ghab tied lac csaenicics 29. 1 
NORRIE” | URUIMDINNNcsscscspcnicaricinncensaiadle ol tt oc daceniesl gs dcorchwone ge nacido hans 21.5 
Combined elementary and secondary schools___________________-__ 26. 2 


Source: U. S. Office of Education, Department of Health, Education, and Welfare, fall 
1957, Statistics on Enrollment, Teachers and Schoolhousing in Full-Time Public Elementary 
and Secondary Schools, C ircular No. 513, Washington, D. C.: Superintendent of Documents, 
Government Printing Office, 1958, pp. 6—7 ; 


On page 2 of your statement you say: 


In still other areas where the number of pupils is small and where personnel 
are expected to be stationed for a comparatively short time, temporary facilities 
of various kinds are in use. 

How many permanent setups are we providing ¢ 

Colonel Hixson. Insofar as Army construction is concerned, the 
Army costruction schools are of permanent-type construction, sir. 

Mr. Wiceieswortu. Good for how many years? 

Colonel Hixson. With proper upkeep at least 25 years. In the small 
areas, in certain areas in France, of course, some of the schools are in 
temporary-type structures, 


AMOUNT AND LOCATION OF FACILITIES 


Mr. Wiceieswortn. I wish that you would furnish for the record 
for each of the services the amount and location of permanent con- 
struction which we now have, or which is now in contemplation. 

Colonel Hixon. Yes. 

(The information follows :) 








’—Elementary 
s—High school 





Location 


Ansbach ___- 


Aschaffenburg. _-- 


Augsburg -. 
Babenhausen _- 
Bad Kissingen 
Bad Kreuznach 
Bad Nauheim 
Bamberg 
Baumholder 
Bayreuth__ 
Berlin ee 
Boeblingen. --- 
Bremerhaven. 
Butzbach_. 
Crailsheim 
Darmstadt 
Erlangen. 
Frankfurt (No. 1 
Frankfurt ( 
Frankfurt 
Fulda 


Garmisch 





(re lausen 
Giessen 
Goeppir 


Grafenwoehr 


gen 
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EXPLANATION OF SYMBOLS 


U. 


—R 


. Army Europe 


P—Permanent 
SP—Semipermanent 


DEPENDENTS’ 


| Num- } Type of Num- |Type of 
Type of| ber of con- Location Type of} ber of | con- 
school | build- | struc- school | build- | strue- 
ings tion ings | tion 
E 1} P Mee 5 .ccoecc5esoc%: E | 1| sp 
E . be Heidelberg......-..-.-__- E&HSs | 2] sP 
E&HS | 2 P Heilbronn. ..........-. E a0 
E 1 r Idar Oberstein oj ee 
E 1 |} P Kaiserslautern. _- E&HSs 1h 2 
E 1 | r Karlsruhe E 1s 
i E l x Bis tio kte Sa E 1} SP 
E 1 SP Kitzingen E Lick 
E&HSs 1 P Landstuhl E 1 P 
E 1 P Leipheim E i 
E&HS 1 SP Ludwigsburg E $i - 
E 21k Mains. ......-- E 3; P 
E&HS |} 2 = Mannheim E&HS 2); SP 
E | 1 SP Wee... -<caca E&HSs 8} P 
E 1 P Pirmasens. _. ijadh E 2} P 
E 1 Pp Schwaebisch Gmuend E it a 
E 3 P Schweinfurt E 1 P 
E I SP Straubing E 1 P 
E 1 SP Stuttgart E&HS 3 P 
HS 1 SP Ulm E 1}. fz 
E 1 SP Wertheim E . 2 oe 
F 1 P Worms 3 E | 2 
I 1 SP Wuerzburg E tie 
E 2 P Wuerzburg HS 2 P 
E 1 P Zweibruecken E P 
E 1 P 
—_-—— — _ 8 — 
DEPENDENTS SCHOOLS IN FRANCE 
reg igttes | 
I 1| SP |} Orleans E&HSs | 14] SP 
} ee Paris E&HS | 3] SP 
E 2| sP Poul E 1| sP 
I 2 P Trois Fontaines E $ SP 
I 2 P Verdun F SP 
( S. Army Southern Europe an Task Force 
DEPENDENTS SCHOOLS IN ITALY 
I yr Type « ‘N ot con- 
school build struction § 
E l P 
HS P 
E&HSs P 
KAGNEW STATIO DEPENDENTS SCHOOL IN ERITREA 
F 2 P 
j ? United Nations Command and ql } ar 
EPENDENTS SCHOOLS IN JAPAN 
lype o nbe i ype Ot Coh- 
schoo] Idi struction 
E l SP 
E l SP 


SCHOOLS IN GERMANY 











-~oO- 


Je d 


U. S. Army, Ryukyu Islands, IX Corps 
DEPENDENTS SCHOOLS ON OKINAWA 








Location Type of Number of | Type of con- 
school buildings struction 
Kubasaki- 2 P 
Naha. = . - E 2 P 
1 Grades 7 and 8. 
Air Force permane nt school construction 
Num Num 
Location Type of | ber of Location [ype of | ber of 
school build- school build- 
ings ings 
PHYSICALLY COMPLETE PHYSICALLY COMPLETE—con 
Pepperrell AFB, Nfid E]-HS 6 Green Park, Japan El 1 
Lajes Fld, Azores El l Johnson AB, Japan El I 
Kadena AB, Okinawa E] 1 Misawa, Japan E1-HS 2 
Naha AB, Okinawa El l Tachikawa AB, Japan El ] 
Ernest Harmon AFB, Nfid E] l Evreux, France El l 
Alconbury, England El l Spangdahlem, Germany El 2 
Chateauroux AFB, France FE] 1 
Chaumont AFB, France El 1 CONTEMPLATED 
Dreux AFB, France El ] 
Laon AFB, France El l Lajes Fld, Azores El l 
Toul-Rosieres AF B, France El I Kindley AFB, Bermuda El ! 
Bitburg, Germany El I Goose AB, Labrador E] I 
Erding, Germany Fl I Ernest Harmon AFB, Nfld HS l 
Hahn, Germany El I Madrid, Spain El l 
Ramstein, Germany El 4 Do HS l 
Rhein-Main, Germany El l Sevilla, Spain El 
Sembach, German EF) l Do HS 
Wiesbaden, Germany El-HS 2 Zaragoza, Spain El 
Sidi Slimane, Morocco El 1 Do HS I 
Wheelus Fld, Lybia El I Moron, Spain El ! 
Prestwick Scotland E] 1 
Amount and locations of permanent construction, Navy dependents schools (numbe 
of locations having permanent school buildings, 14 Breakdown 
Location Type of school Number of 
buildings 
Naples, Italy Elementary and high 
Port Lyautey, Morocco do 
Midway Island do ] 
Sasebo, Japan dk l 
Tainan, Taiwan Elementary l 
Sidi Yahia, Morocco do I 
Rota, Spain Elementary and high 
Trinidad, British West Indie Elementary | 
Iwakuni, Japan do 2 
Kwajalein, Marshall Islands do 3 
San Miguel, Philippines do 
Chia Yi, Taiwan do l 
Ping Tung, Taiw io l 
Guantanamo Bay, Cuba Elementary and higt : 2 


ScHoot Burnmprng CONSTRUCTION CONTEMPLATED OR UNDER CONSTRUCTION FOR 
DEPARTMENT OF THE NAVY DEPENDENTS SCHOOLS 


Location—-Permanent construction 


1. El Forrell, Spain: Reinforced concrete, 8,000 square feet of floor space 
Funds have been approved for this project. This will be a new school under 
- _ Navy jurisdiction. 
2. Cartagena, Spain: Reinforced concrete, 8,000 square feet of floor space 
Funds have been approved for this project. This will be a new school under 
‘ Navy jurisdiction. 


25005—58 34 
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3. Rota, Spain: New permanent building now under construction; to be com- 
pleted September 1958. 

4. Subic Bay, Vhilippine Islands: Two permanent elementary school buildings 
and one permanent junior-senior high school have been approved. Total capac- 
itv—950 students. 

>. Argentia, Newfoundland: Permanent one-story building, approximately 
38,500 square feet of Classroom space. Construction not yet started. ; 


Recapitulation 


- Number 
Permanent construction [ype of school | of 

buildings 

1. El Forrel, Spain | Elementary 1 
2. Cartagena, Spain | do . l 
3. Rota, Spain | Elementary and high 1 
4. Subic Bay, Philippine Islands-- do 3 
5. Argentia, Newfoundland ‘ _do_. rem 1 


VARIATION IN COSTS PER PUPIL 


Mr. Wieeteswortu. Why is there a variation between the cost per 
pupil of operating these schools as between the three branches? 

Mr. Somprayrac. The main reason for the variation is the number 
of schools which may be operated and the number of pupils in each 
school. However, there are variations in the cost of operation of 
schools from location to location. 

Mr. WiceLesworrn. On the final page of your statement, Mr. Sec- 
retary, where you have been discussing the $245 limitation per pupil, 
you say that the Army cost has been $236, the Navy cost, $226, and 
the Air Force, $228, with presumably the same items of cost going into 
each. Why the difference? Why does the Army boy get a more 
expensive education than the Navy boy ? 

Mr. Sompayrac. This is mainly attributable to the numbers of 
schools and the size of the schools. In a small school, where you have 
a small number of pupils and therefore a smaller pupil-teacher ratio, 
the cost of operating the schools naturally goes up, so there are varia- 
tions in cost. 

Mr. WiccLeswortH. You say that you anticipate some difficulty 
living within the existing limitation, but it now seems to be well below 
in respect to eac ‘h of the services. 

Mr. Sompayrac. This figure which appears on page 8 is the cost 
only for the oper: ition of the dependent schools. Now, in addition to 
that, we have a number of students who are attending tuition-fee 
schools, and this runs up the average per pupil cost. 


TUITION-FEE SCHOOLS 


Mr. WiceLeswortu. What do you mean by “tuition fee” schools! 
Do they go to a school of their own choice while Uncle Sam pays the 
tuition for them ? 

Mr. Sompayrac. Not of their choice. We establish schools only in 
those areas where we have a suflicient number of pupils to make it 
economically feasible to build and operate a school. In an area where 
we have a very few children, for example, the dependents of military 
attaché personnel who may be stationed in various cities around the 











— 


= 
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world, it would not be feasible to operate a school for them. There- 
fore, in those cases we pay the fee to send those children to a tuition 
school. 

FUTURE COSTS 


Mr. WiceLeswortu. Assuming the level of our military personnel 
remains about as it is now, are we going to continue to have a year-by- 
year increase in the overall cost of this service, or is it going to level 
oft? What are we to expect in terms of dollars and cents? It has 
gone up $3,000 here in a period of 2 years. 

Mr. Sompayrrac. This will gr: adually increase, sir. For example, 
the Air Force enrollment for 1957 had a total of 335 in the 12th grade 
and down in the Ist grade they pee in 5,777. 

Mr. Wreciesworru. | know that that is the fact this year, but is 
that thing going to continue in the future, and if so, why ? ; 

Mr. Sompayrac. This is apparently due to this general population 
explosion, and as these younger children who have come along in 
much greater numbers move up, much larger numbers will move 
into the higher grades, although those coming in at the lower grades 
should remain approximately the same as the current figure. 

Mr. Wice_rswortH. For how long’ How many years is this ex- 
plosion going to be in evidence / 

Mr. Somrayrac.: Approximately 6 years. 

Mr. WIGGLESWORTH. Six years more ? 

Mr. Sompayrac. Yes. 

Mr. Wiecieswortu. I do not think that I care to ask any more 
questions, Mr. Chairman. 


NO REQUEST FOR CHANGE IN LANGUAGE 


Mr. Manon. Mr. Jackson, the Department of Defense has asked 
no change in language or in the limitation of $245 per student on the 
average ; is that correct ? 


Mr. Jackson. That is correct, sir. 
USE OF SCHOOLS BY OTHER THAN MILITARY 


Mr. WutrrreN. Do you have arrangements whereby other Ameri- 
cans, particularly those that are employed by the Government but 
are not in national defense, can send their children to school, with 
or without tuition ¢ 

Mr. Jackson. Do you mean from other departments other than 
the Department of Defense ? 

Mr. Wnairren. Yes. 

Mr. Jackson. Yes, but we have an arrangement that they reim- 
burse us for their children. 

Mr. Wurrren. The Department would do that ? 

Mr. Jackson. Yes. 

Mr. Wurrren. And, with regard to any department that did not 
provide a schooling facility, do you have any arrangement whereby the 


individual American citizen may make such an arrangement to pay 
the cost / 


Mr. Jackson. Yes. 


Mr. Wuirren. It is my understanding many departments do not 
provide, in their remuneration to the employees, funds for schooling. 
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I may be incorrect, but that is my understanding, and, in those cases, 
would the individual American be able to send a child to a military 
school ? 

Mr. Jackson. My understanding is, if he is an employee stationed 
in a foreign theater, they would reimburse the Department of Defense 
for attendance at our school. 

Mr. Wuitren. You do not have any complaints in that connection? 

Mr. Jackson. No, sir. 

Mr. Wuirren. My question is motivated because I have been in 
areas where the military had hospitals and did not make them avail- 
able to the other Americans who were stationed there, working for 
other departments. The hospital was more or less kept for the mili- 
tary, and several bad cases have arisen in that connection. I wondered 
if you had the same problem in connection with the schools. 

Mr. Jackson. We have not encountered that problem in regard to 
the schools; no, sir. I am familiar with the other problem. 


TEACHERS’ PAY 


Mr. Wuirten. I notice in your proposed legislation that you wish to 
keep the teachers that you have on the same basis as those in the 
United States. If I understand your proposal, you wish to pay them 
on a 12-month basis. In your proposal, 1ave you taken aa consid- 
eration the extra benefits that teachers in your program have by reason 
of being under civil service that other teachers do not have? Have 
you tried to strike a balance, or are you just trying to add 12 months, 
plus the special advantages that the teachers have in your employ ? 

Mr. Jackson. The plan, as I understand it, is that the rates will be 
based on an average of rates in public schools, and consideration will 
be given to other employment conditions. It is not our plan to super- 
impose the benefits of public-school employment on top of civil- 
service benefits. 

Mr. Wuirren. I will ask you this question: With regard to your 
teachers, how much annual leave, sick leave, and various other things 
are provided now 4 

Mr. Jackson. Well, they have the same leave program as all of the 
civil-service employees do. 

Mr. Wuirren. That is right, and that is not usual in the American 
school system to that degree; is it ? 

Mr. Jackson. I could not say for the general school system through- 
out the country. 

Mr. Wuirren. For the average civil-service employee the annual 
leave and sick leave total something like 6 or 7 weeks, so when you 
say that your teachers are paid only for 10 months, actually, in view 
of the annual leave and the sick leave, they are paid almost for 12 
months if they take full advantage of the benefits included in civil 
service today. 

Mr. Jackson. At the present time, because they are in the regular 
civil-service system, they are charged for leave during school recesses. 

Mr. Wurrren. That is what I say. They have the leave. They do 
not teach, as you say, but they do draw pay under the guise of annual 


leave and sick leave. They can draw pay now, approximately, almost 
12 months. 
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Mr. Jackson. Under the bill that we are proposing, we definitely 
modify that system so that there will be a total of 10 days leave granted 

r year, which these teachers can use in case of emergency or sickness, 
and they are not debited for the recesses. They have three of those 
days that they can use without explanation, but the others have to be 
used for emergencies, illness, or similar things, and these days are 
not able to be accumulated at the time they leave and pay given for 
them. 

PROPOSED LEGISLATION 


Mr. Wurrren. I do not know that that makes it clear. You do not 
have a copy of the proposed legislation with you? 

Mr. Manon. We cannot legislate in this committee. 

Mr. Wurrren. It may be up to us to appropriate. He is making a 
big to-do about the fact they draw pay for 10 months. I was pointing 
out that, in addition to that, they draw approximately 6 or 7 weeks 
of sick leave and annual leave. Is that correct? 

Mr. Somprayrac. Perhaps I can clear this up in a hurry. The bill, 
as we propose it, would provide for our fixing a school-year salary for 
these teachers. Actually, they would be paid only for the school year, 
and it would be stated as so much for the school year. As for leave, 
they are presently under the Annual and Sick Leave Act, as you cite. 
However, this bill provides for a new sick and emergency leave plan, 
which is identical to that provided by Congress for teachers of the 
District of Columbia schools. It would be substituted for the Annual 
and Sick Leave Act. Teachers do not normally get annual leave as 
we have it in the Federal service. 

Mr. Wurrren. In other words, you plan to change it, to take them 
out from under regular civil service and set up a special teachers’ 
program. 

Mr. Somrayrac. Yes, sir. This is a special teachers’ program pat- 
terned after the school jurisdictions in the United States. 


TEACHING OF MUSIC 


Mr. Wurrren. I notice one of your other complaints is the provi- 
sion of music. My understanding is that teaching of music is not 
provided in the public schools, with some exceptions, in the United 
States. Do you furnish expression classes or speech classes and music 
classes and all that as a part of what is furnished by the Government, 
or do they have rates of pay which most of the public schools require ? 

Mr. Sompayrac. These are frequently furnished to some extent in 
better school jurisdictions. We said that we have been required to 
minimize some of these. 

Mr. Wuirren. That is right. Is what you have left much more 
than is provided by the public school system in the United States? 

Mr. Somprayrac. I would like to ask one of the school administra- 
tors to answer that. 

Colonel Hixson. Insofar as Army curriculum is concerned, sir, it 
is not the teaching of individual instruments and the playing of indi- 
vidual instruments, but it is the same sort of instruction in songs and 
general overall music. 

Mr. Wuirren. Is it what you call public school music? 

Colonel Hixson. Yes, sir. 
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Mr. Wiceiesworru. Will the patenen yield¢ I notice in this 
connection at the bottom of page 2 the following statement: 

One of the main reasons for the success of these schools has been the high 
caliber of teachers we have been able to employ. The opportunity to travel, 
and the experience of teaching in the overseas situation, is valuable to their 
professional development and has been most attractive to teachers. School 
jurisdictions inside the United States have recognized this and frequently grant 


teachers a leave of absence for the purpose of accepting such an overseas 
assignment. 


HEARING PROCEDURE 


Mr. Manon. Mr. Flood asked that we have a brief special consid- 
eration of this problem some time ago. He was in Europe last year 
and made some studies and made a report to the committee. I am 
going to ask him to insert the essential parts of that report in the 
record at this point. 

(Off the record.) 

Mr. Manon. Will you proceed, Mr. Flood. 

Mr. Fioop. Mr. Chairman, under the circumstances we could call 
this idle talk. I do not know how far we can go or what we can do. 
As you me sntioned, | went overseas last year to France, Germany, Italy, 
and Spain on these things. I met with the NEA people. 

Mr. Manion. My point is, let us insert in the record any pertinent 
information from your report or any remarks or testimony you would 
like to present. Let us get from these people their testimony. 

Mr. Fioop. It might be a waste of time to bother with it now. I 
thought we were going to have a special hearing, but we obviously 
ure not going to have a hearing on this subject. ‘The committee seems 
to be satisfied, on the presentation of the Department, to proceed. |] 
want to point out to you that in this speech prepared by my friend from 
the Department, there is much that is a self-serving declaration, I 
assure you. 

I met with these school people over there. Since I came back | 
have met with Army and Air Force people in my office; I have met 
with teacher groups, and I know about this bill. 

I think I won’t bother. I will just submit what I have and let 
vo at that. 

Mr. Secretary, you know, and if you do not know you should know. 
I do not know your reasons for not doing it. That is your business. 
There isn’t a man sitting behind you there, if he knows anything about 
this business, who doesn’t know that this limitation which C ongress 
placed per pupil will not permit you to run the kind of show about 
which you told this committee in that statement you made this morn- 
ing. Youcannot doit. You know you cannot do it—period. 

Faced with that, you know more about this than I do, or you 
should—these backup men at least know—there isn’t anybody in Eu- 
rope or in this country who has been working on this thing as long 
as you and I have who does not know you w ill not be able to do it at 
$245 per pupil. If you are not going to ask for more, the “blood be 
on your head.” 

REDUCTION IN DAYS IN SCHOOL YEAR 


Are you going to be able to finish this year without ¢ utting off days, 
do you know g 
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Mr. Jackson. I have no knowledge that we will have to cut off days 
this year. 

Mr. Fioop. Will you say you won’t? Will you be able to finish this 
year without cutting off days, 

” Mr. Jackson. I am so advised that we will, sir. 

Mr. Froop. You will. I think you should know the people overseas 
as of the first of the year do not agree with you, just so you know. 

Mr. Manon. Is there anyone in the room who thinks that you 
will have to reduce the number of days of schooling overseas by 
reason of the $245 limitation? Will you stand and identify yourself 
andsay so? [No response. | 

No one stands and identifies himself. I assume they all think 
there will not be a reduction in days. 

Mr. Froop. That seems to be their opinion. I am not going to 
bother with this any more. I had intended, Mr. Chairman, to go into 
it because I think it is extremely important and very serious. We 
have 100,000 of these children overseas. They are the children of 
American troops. We sent the troops over. They did not ask for 
it. They are entitled to just as good an American education as if 
they were back home. They are not going to get it. I was pre- 
pared to show you 15 or 20 reasons why. 

This committee and this Congress made a sad error on this limita- 
tion. If you do not raise it to $255 or $260, they cannot run the 
kind of operation they should be running. These committees went 
over there and made these investigations and reports. I talked to 
some of the people who made them. I was at Karlsruhe and Heidel 
berg with all these groups. I certainly do not think, as far as I am 
concerned—and I think I know as much about this as you do—that 
this is an adequate and proper presentation. You have not told the 
full story to the committee. 

Under the limitation of time, the committee will not hear it. 
Neither will the Congress hear it. That being the case, I will have 
nothing more to do with it, Mr. Chairman. But make no mistake 
about it, I am going to have plenty to say about this. I think this 
is a bad operation the way we are handling it this morning. 

I will not submit the report that I prepared, Mr. Chairman, for 
that would be a waste of time now, but I will put in just a couple 
of pages dealing with some of these problems here. I will submit, 
if there is no objection, the re ports made to me here and overseas, 2 or 
3 pages each, by the Overseas Teachers Association. I met with 
the president of that association. I met with all the supervisory 
administration at Karlsruhe. 

You havea problem. If you don’t think so, very well. 

I will submit at the same time the bibliography that I asked them 
to submit to me on books, magazines, articles, and publications 
dealing with this problem. I asked them to prepare for me a com- 
parative analysis of certain large cities on wage scales, fringe bene- 
fits, and everything else that you talk about. You all seem to think 
it has been taken care of. I have news for you. It has not. 

(The material submitted by Mr. Flood follows :) 
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STUTTGART AMERICAN Higu Scnoor, 
APO 154, New York, N. Y., October 16, 1957. 
Hon. DANIEL J. FLOop, 
United States House of Representatives, 
Washington, D.C. 

Dear Mr. FLoop: Thank you for the opportunity to meet with you while you 
were in Heidelberg. We sincerely appreciated the interest shown in our prob- 
lems and the information which you gave to us. 

You asked me to draft a letter restating the major point made at the Heidel- 
berg meeting. Here it is. 

There is a good deal of agreement, both as to the problems and the acceptable 
solutions, concerning the dependent schools. The general assembly of the OTA 
formally approved aml adopted the report of its legislative committee concern- 
ing the Professional Status of Teachers in Dependent Schools on April 12, 1957. 
The Study of Education of Dependents in Foreign Areas prepared for the As- 
sistant Secretary of Defense (M. P. and R.) (comptroller) in August 1956 says 
substantially the same things and tells what must be done to effect the desired 
ehanges. The House Committee on Post Office and Civil Service, 84th Congress, 
issued report No. 2109 which deals with provisions designed to make these 
schools similar in personnel policies to stateside systems. House Resolutions 
5670 and 3527 would provide many benefits to teachers which are now enjoyed 
by other overseas employees. But—our major professional problem, the one 
which is least complicated, and the most susceptible to easy solution, is the 
per pupil limitation. To quote from the Department of Defense report: 

“The DOD military appropriations acts in recent years have limited the per 
pupil expenditure from appropriated funds for the education of depend- 
ents. * * * When the Congress first established the limitation on the education 
of dependents, it was testified that the pay and allowances of teachers, textbooks, 
and teaching supplies would be charged to the limitation. * * * The services 
are not now uniform in what items are charged to the limitation and the limi- 
tation, as such, has no meaning.” 

\ low limitation, therefore, means fewer classroom teachers, remedial read- 
ing specialists, textbooks, and supplies. Since 91 percent of appropriated funds 
is for salaries, which are fixed by law, waste in these categories is not likely 
to be excessive. The limitation also means that DEG doesn’t know the income 
for the current school year until after the yearly limitation is announced by 
Congress, prorated by DOD to the three services, the actual enrollment count 
is completed and reported, and an additional calculation made by DOD, i. e., 
October. 

It is now past the middle of October and DEG does not know today how 
much money it has with which to operate our schools and pay this year’s teach- 
ers (who are already teaching). Despite this and similar uncertainly about 
next year, DEG is forced by production times to order books and desks for next 
year’s estimated 900 more students, pay for them, and then hope that it can pay 
its teachers also, when the time comes. 

The Air Force schools have already been forced to discontinue the educa- 
tionally and internationally invaluable foreign-language program for lack of 
adequate funding, and there are rumors of still more serious action. Since it 
has been pointed out that every dollar trimmed from the limitation could cost 
41,000 (37,000 Army) dependent children in DEG’s schools 1 day of their 
second year, teachers in all services are wondering if the school year will be 
curtailed, thus resulting in a reduction in pay per teacher of up to $140. One 
quote from a DEG letter: 

“T have checked with our budget section this morning and I wish to give you 
the most recent submission of the organization’s budgetary request, which pro- 
vides for $251 per pupil limitation as opposed to the $261 that was originally 
proposed, based on December estimates. This $251 request is predicated on this 
organization’s being able to provide an adequate educational program, which 
would allow the employment and utilization of 20 persons in the specialist cate- 
gory. This is based on the utilization of 1,782 teachers for next school year, 
which would include the 20 specialists. If the per-pupil limitation by Congress 
is set at $242, it will become necessary to reduce or elminate the utilization 
of the 10 specialists and/or revert their use to that of a full-time classroom 
teacher. You will note, especially, that the $251 would provide for only an 
adequate educational program.” 
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Yet, Dr. Steele said last night that we fear the limitation from DOD will be 
close to $235. The schools have been in session for 6 weeks. Teachers are on 
the job. If the money isn’t forthcoming, what alternative do we have? There 
is really only one that can do the job—close the schools early. This would be a 
serious loss to children who frequently lose days and weeks of school due to a 
parental transfer. It is true that our children do well, on the average, but how 
long can we drain our resources without obvious damage? The damage is 
obvious when children sit in overcrowded classes, or even sit in the classroom 
of a lower grade because their own group is too overcrowded. The damage is 
obvious when a child cannot read his English or science assignment because he 
has not had the remedial reading help he needed. The damage is obvious when we 
cannot get enough teachers from the States and must not only hire tourists, but 
also those who would normally be used only as substitutes. The low funding of 
the dependent schools is not sound educationally, nor from a personnel view- 
point, nor from an economic viewpoint, for it will inevitably result in a higher 
rate of personnel turnover and its resultant high cost for recruitment, processing, 
and transportation. 

We ask you to do all in your power to raise next year’s limitation back 
toward the $261 proposed for this year, and to tell us how we may help to avert 
the necessity for any curtailment of the number of days of school this year. 

Most sincerely yours, 


KENT ROSSITER. 


Report SusMITTED py Hon. DANIEL J. FLoop 


DEPENDENT SCHOOLS OVERSEAS 


The situation in the dependent schools operated overseas by the Army, Navy, 
and Air Force demands immediate help to prevent further deterioration in the 
education received by service children. Sufficient numbers of fully qualified 
personnel must be hired to staff these schools properly, yet again the per pupil 
limitation is far too low to obtain them. 

The Defense Department requested $275 per pupil for 1957-58, the Burenu 
of Budget submitted $265, and Congress voted $245. 

The $275 per pupil is reported to have been figured without any attempt to 
raise Salaries for teachers even though the recruitment program was so unsuc- 
cessful that for several weeks Army recruiters had to return to the same areas 
to “recomb.” It is difficult to understand why some effort was not made to 
budget for increased salaries when the recruiting people say that the low 
salaries as well as cheaper travel-now-pay-later plans are important reasons for 
the lack of interested applicants. 

Teachers report that even more important to many of them than salary inequi- 
ties is the stifling professional climate. Very few administrators overseas are 
able to give the proper type of professional leadership to which teachers are 
accustomed in good United States systems. Again, however, lack of sufficient 
budget provision may well be the cause. Good principals and superintendents 
are loathe to leave stateside positions with good prospects for the future for a 
temporary position abroad that does not even offer comparable salary. Instead 
of giving professional leadership, many principals must substitute in the class- 
room when teachers are ill since substitute lists often are nonexistent due to the 
practice of hiring wives of servicemen on a full-time basis. Principals must often 
spend hours on clerical tasks for which typists and clerks should be hired. 

Special area supervisors are missing from the headquarters staff organiza- 
tion on such important subjects as mathematics and science. The Army music 
supervisor must also serve as director of audiovisual education. It is reported 
that at present each staff member at Army headquarters fills at least two 
specialized posts in a system extending in its north-south dimension a distance 
equal to that from Chicago to Santa Fe, N. Mex. It is an impossibility to have 
a good system with the present small staff and plan of organization. 

Overloaded classes are a serious problem overseas, even more so than in the 
United States since most of the pupils need remedial help to overcome their 
handicaps of absence and readjustment to a new school system every time their 
father is rotated. When interviewed by the American Weekend (an independent 
newspaper published by Army Times for distribution to American families in 
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the United Kingdom, Europe, and the Mediterranean), Dr. J. A. Mason, Super- 
intendent of Air Force Dependent Schools in Europe, said: 

“* * * (Overcrowding) may mean we will have to go on double sessions. This 
will not give the student as much individual time with the teacher and may have 
undesirable social aspects. When the youngsters are out of school for half a 
day they may very well cause some problems in the community.” 

In the same interview, reported in the edition of February 9, 1957, Dr. Mason 
answered the question “How much money is allotted by the Government per 
pupil for his education?” as follows: 

“For the school year 1957-58, $245 will be spent for each student, a cut from 
last year when $265 was allotted per student and $280 actually spent. We 
submitted a budget for the coming year covering all likely costs with a dollar 
total based on expected enrollment. This budget would have amounted to about 
$280 per student. The budget was approved by Congress and passed down to us 
through the Department of Defense. In early October we got a notice saying 
that Congress had set a limitation on what we can spend. Therefore, although 
we have enough money allotted to give each student $280, we can spend only 
$245 of it. We could get along quite well if this limitation were lifted. * * *” 

On August 5, 1957, the week before I left for Europe, approximately 50 vacan- 
cies existed in Army schools in Europe. Persons applying will be interviewed 
and possibly hired, but no active effort is being made by the recruiting office in 
the Old Post Office Building to obtain more interested applicants. It is cheaper 
to save transportation costs by hiring people overseas, and no office in the 
United States is concerned with whether these persons meet full qualifications. 

We must investigate proposals by the Air Force to replace American teachers 
with British ones in the dependent schools in England and with German teachers 
for music, art, and physical education in Germany (additions to the German 
staff for foreign languages, already known to be having great problems in 
instructing American youth). 

The record should show information about the background of Col. John Steele, 
who now has the post of Director of Dependents Education Group, USAREUR. 
It is as important to investigate an appointment affecting about 39,000 Army chil- 
dren in Europe as that of an ambassador. 

In addition to educating our children, American schools abroad contribute 
to international relations. The schools overseas are advertised to be good 
ones, yet foreigners can see that at present they need much improvement. 

The 100,000 children of service families need help. They should not be 
penalized educationally while their fathers serve our country in necessary over- 
seas assignments. They are future citizens of America and deserve a good 
American education wherever they may be. The better training they get while 
abroad, the better fitted they will be to reenter schools in the States and to 
take their places in their future community life. 


SURVEY OF TEACHERS IN DEPENDENTS SCHOOLS OVERSEAS 


National Education Association of the United States, Research Division, 
September 1957 


Since 1946, American elementary and secondary schools have been operated 
outside the United States and its Territories for the children of military 
and civilian personnel on overseas assignment with the United States Armed 
Forces. The Army, Navy, and Air Force operate separate dependents school 
systems which are financed by the Federal Government through regular appro- 
priations to each of the services. 

These schools are staffed chiefly with American teachers and administra- 
tors recruited in the United States. A second source of professional staff is 
the American population overseas—mostly wives of military and civilian per- 
sonnel. The schools are operated by American civilian educators with logis- 
tical support from the military. The objective is to give the children educa- 
tional opportunities comparable to American public education in grades I through 
XIT. 
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ORIGIN AND TECHNICS OF THE SURVEY 


Because the National Education Association had been receiving complaints 
against the dependents schools from individual teachers and from affiliated 
associations, Dr. William G. Carr, executive secretary of NEA, appvinted a 
special staff committee in the fall of 1956 to investigate these complaints. This 
committee, which consisted of directors and executive secretaries of several 
NEA units, authorized the NEA research division to conduct a questionnaire 
survey to determine the magnitude and extent.of the problems the classroom 
teachers face during Overseas employment with the Department of Defense 
and upon return to teaching in the United States. About the same time the 
NEA was requested by the Overseas Teachers Association to work with the 
Congress and the Department of Defense to improve the educational services 
to the pupils and the conditions of employment and professional status of class- 
room teachers in the dependents schools overseas. 

The questionnaire upon which this report is based was adapted from one 
used earlier to survey teachers who had returned from oversexs assignments 
with the Department of Defense. The results of the first survey of alumni 
teachers of dependents schools overseas are reported in the appendix along with 
summaries of responses to the first questionnaire by teachers in Wiesbaden, 
Germany, and in Japan 

The second questionnaire had three major purposes: (@) To determine the 
extent to which classroom teachers now employed overseas support the charges 
that have been leveled at the dependent schools, (b) to get the classroom teach- 
ers’ evaluation of the present organization of the dependents schools and other 
possible methods of organization, and (c) to determine the classroom teachers’ 
overall evaluation of the professional and personal experience of teaching 
overseas. 

Early in May 1957 the NEA research division sent a questionnaire to 1,169 
NEA members with APO addresses. Those who were classroom teachers in 
dependents schools overseas were asked to complete and return the question 
naire. Those who were not classroom teachers in dependents schools were 
asked to sign und return the blank questionnaire. By June 15, a total of S70 
returns had been received, or 74.4 percent of those mailed. This report is 
based on 732 returns since 13S respondents were not classroom teachers in 
dependents schools. 


PROFESSIONAL QUALIFICATIONS OF THE TEACHERS WH REPLIED 


The classroom teachers who replied are well qualified in both teaching experi 
ence and academic preparation for teaching. They had an average of 10 years’ 
teaching experience; only 1 teacher reported less than 3 years’ teaching experi- 
ence including the vear 1956-57. The replies indicate that 26.7 percent of the 
teachers had froin 3 to 5 years’ experience: 41 percent had from 6 to 10 years’ 
experience, and 32.3 percent had more than 10 years’ experience. All the 
teachers reported having at least a bachelor’s degree, and 35.6 percent held 
master’s degrees 


OVERSEAS EXPERIENCE OF THE TEACHERS WHO REPLIED 


The teachers had taught overseas an average of 2.5 years. Of the 717 
teachers who answered this question, 244, or 34 percent, had only 1 year of 
overseas teaching experience: 207, or 28.9 percent, had 2 years; 121, or 16.9 
percent, had 3 years; S&, or 12.5 percent, had from 4 to 5 years; and 57, or 
percent, had from 6 to 10 years. 

The respondents were all employed overseas during the school year 1956-57 
by one of the departments of the Department of Defense: Approximately 77.7 
percent were under the Department of the Army: 20.6 percent, under the Air 
Force ; and 1.7 percent, under the Navy. 

Table 1 shows the number of returns by area and country. It should be 
noted that almost 84 percent of the returns were from Europe, Africa, and the 
Middle Bast, and about 56 percent were from Germany 
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TABLE 1.—Number of returns by area and country 





Area and country | Number of 


| returns 


(1) | @ 


Percent of 
total returns 





Europe, Africa, and the Middle East: 
Germany... 





France ok ae ; ee au 85 
italy. .... pdvonali lad : nitslchsthha deste eee Satan } 49 
Spain, Morocco, and Saudi Arabia-. -- : 5% ‘ _— 41 
England __- ae : apne ‘ 24 
Tetel ; : adic ; we 612 | 
Far East | 
Japan ; ‘ oe 75 | 10 
Okinawa ‘ 32 4 
Philippines_. ° 7 13 2 
Total_._- : 120 | 16 
Grand total... . 732 100 


REACTION OF TEACHERS TO 15 CRITICAL STATEMENTS 


The 15 statements used in the questionnaire summarized the overseas teachers’ 
major criticisms of the organization, operation, and policies of the dependents 
schools overseas. These statements were based on complaints from three sources: 
(a) Letters received by the NEA from individuals and overseas associations of 
classroom teachers; ()) the comments submitted by alumni overseas teachers on 
the questionnaire survey which is summarized in the appendix of this report; and 
(c) the testimony of Mary Hoague, president of the Overseas Teachers Associa- 
tion, which was given in April 1957 to the NEA special staff committee. 

A summary of the reactions of the 732 classroom teachers to the 15 statements 
is presented below in the order in which the statements appeared in the ques- 
tionnaire.’ A note of instruction which preceded the statements asked the teacher 
to indicate from his experience whether he agreed, disagreed, or was doubtful 
about each of the charges. 

[Percent] 


Agret Disagree | Doubtful 























pite the information given applicants, teachers are not adequately | 
rmed before going oversea to expect in the way ofsalary, 
leave and vacation, and opportunities for professional advancement 
in overseas position 5 36 5 
2. The Department of Defense often fails to hire teachers who are repre- 
sentative of the high-caliber men and women in the teaching profession 
in the United States 27 56 17 
3. The arrangements for teachers to work extra time (compensatory time) 
or to receive credit for time in order to stay on formal pay status 
during regular school vacations are unsatisfactory - 71 22 7 
4. Because of a low civil-serv rating, teachers do not receive the respect 
and privileges due a member of the teaching profession 2 T 
Salary schedules under civil service into account a teacher’s 
‘ lv lude advancement 93 3 4 
f 1 is bitrarv change without 
in juate adjustment in lesson 
60 10 
7 nt al not satisfactory Teacher 
ler a contract a = Gots i a 16 
8. t ing many inequities 
! fit if at least 
er status with adequate home-leave " 3 
9 ilt to see, confer, or communicate with the 
¢ mn % us probler ‘7 r R 
10 J yt uniform from school to school. 
upon the local commanding oflicer’s attitude 
7 7 17 
3. ) sibility of a civilian over educational 
person over | stics 1S an unsatisfactory 
1 school system > ; 62 17 21 





1In this section and in the following sections, the percent distribution is based on the 
number of respondents who answered the specific question rather than on the total number 
of respondents. 
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[Percent] 
rr — SESE “ ee r — _ —— . her ee — —s ar eS = 
| Agree Disagree | Doubtful 
cchiainimaniamaniananats _ — ——— —-- -; —-—-~--|— —— 
12, In view of the frequent transfer of pupils among the dependents schools | 
overseas, the setup of the school system is not as stable, not as profes- | | 
sionally sound, as it should be 16 2 15 


39 
13. In view cf the frequent transfer of pupils among the dependents schools | 
overseas, grading systems, courses of study, and plans for student | 


progress are not sufficiently uniform ; 34 | 52 | 14 
14. Plans for an adequate instruction program are often sacrificed due to | 
budgetary limitations 66 a1 | 13 


15. The recruitment publicity about the dependents schools is misleading. | 
(Children are not getting a superior program of American education i | 
and teachers are not working under the optimum conditions the } 
Armed Forces have advertised.) _- —.- . eal 48 34 18 


EVALUATION OF THE ORGANIZATION OF DEPENDENTS’ SCHOOLS 


Four statements described different ideas about the organization of dependents’ 
schools. The teacher was asked to check the statement which came closest to 
representing his opinion. The statements and the percentage distributions 
follow : 

Percent 
(a) Within the natural limitations of the mission, the present organization 
of dependents’ schools is doing the best job possible for the students, 

the teachers, and the American and native community abroad____-_~- . 10 
(b) On the whole, the organization and administration of the dependents’ 
school system follows basically sound educational principles. (Only 
minor changes are needed to improve the operational policies and 

GR ONN F aai ae lal nc east aheeiateetn ended ee a 46 


(c) AS now organized, the dependents’ school system violates basie prin- 
ciples of good American education. (The dependents’ schools should 
be removed from the control of the Department of Defense and placed 
under an agency composed of professional educators or a lay board 
TENOMAEDES TOP PTOTORSONAT WINTIOEN, ) acne oe onnsee nen 28 

(d) All three services should have a separate corps staffed with professional 
educators to handle all phases of their educational activities, i. e., 
dependents’ schools and troop education including elementary, second- 
ary, and college level courses for all military personnel and their 
dependents when overseas. (The corps would be similar to the Nurse 
Corps, the Medical Corps, and the Medical Specialist Corps.)__._-..___ 16 


COIN inane aa i cea eae aa ae slic Resales tliat iiidieiiie aa es Se 


EVALUATION OF OVERSEAS EXPERIENCE 


Three questions sought to determine the classroom teacher’s comprehensive 
evaluation of the personal and professional values of living, traveling, and teach- 
ing overseas. The questions and the percent distribution of the answers are 
shown on the following page. 

Are you glad you went overseas to teach? Yes, 90 percent. No, 1 percent. 

Would you accept another overseas assignment under the same conditions? 
Yes, 67 percent. No, 33 percent. 

Would you accept another overseas assignment under improved conditions? 
Yes, 96 percent. No, 4 percent. 


COMMENTS OF CLASSROOM TEACHERS 


Space was left at the end of the questionnaire for the classroom teacher to 
comment upon any phase of his experience with the dependents school system 
which he thought would be helpful to the NEA in working with the Congress 
and the Department of Defense to improve the education of American children 
abroad, the salary and working conditions of teachers on such overseas assign- 
ment, and the democratic operation of American schools abroad, international 
relations, and other aspects of the program. Approximately 3 out of 4 teachers 
commented on 1 or more subjects. A review of the comments showed that 
the following areas were deemed most unsatisfactory by teachers: salary and 
civil service regulations; military policy; personnel in school administration ; 
class size and the number of specialists; supplies; housing; and policies relating 
to retention, promotion, and transfers. 
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Not all the comments were critical. About 10 percent of the teachers com- 
mented favorably on overseas teaching. Some teachers liked the social freedom. 
Others liked the opportunity to live and travel in a foreign country. <A few 
teachers commented favorably on the experience of working with children who 
have had wide travel experience. Several teachers considered the children 
and the teaching position difficult but viewed the assignment as a professional 
challenge. , 


Salaries and civil service regulations 


Salaries and civil service regulations regarding the working day and year 
of teachers were criticized by about 40 percent of the teachers who completed 
this section. Teachers generally thought that their work merited more than a 
grade 7 classification (at least grade 9). and that provision should be made on 
the salary scale to give credit for previous experience and advanced academic 
achievement. Many comments dealt with the unsatisfactory conditions which 
have arisen because the teacher’s day and year ure fitted into the regular civil 
service day and calendar year for clerical and other employees. The practice of 
allowing compensatory time to be credited for pay purposes so that the teacher 
draws a full pay check during the school year was not satisfactory to most of 
the respondents. 


f 


Wilitary policy 


About 33 percent of the teachers expressed dissatisfaction with the effects or 
military policy and military personnel on the schools. Comments here were 
critical (a) of the qualifications of the military school officer to deal with the 
logistics of school operation; (6) of the paperwork required of teachers: and 
(c) of the consciousness of rank of the military family as it affects schoo! disci- 
pline, PLA activities, and the teacher’s civic and social status in a military 
community. 


Personnel in school administration 


Approximately 25 percent of the teachers who compieted this section were 
critical of the professional qualifications, work, and attitude of the adminis- 
trative staff at the headquarters of the respective commands and of the local 
school principals. In many instances the teachers complimented lis immediate 
administrator for the quality of his work. However, the teachers jndged as low 
the overall quality of the administrative staff. The reasons assigned most fre 
quently were inadequate means of rating administrators for promotion, failure 
to fire inept administrators, and the low salaries paid in comparison with 


stateside salaries. 
Oversized classes 


About 15 percent of the teachers commented that their classes were too large 
te do a good job with the pupils. They also said that the system lacked an ade- 
quate number of specialists to help the classroom teachers handle problems of 
remedial reading; behavior; exceptional children; non-English-speaking chil- 
dren; and special subjects such as art, vocational education, physical education, 
and music. The teachers commented frequently that the conditions peculiar to 
an American dependents school overseas Warranted smaller classes and more help 
from specialists than would be required in a normal community school, 


Supplies and audio-visual materials 


Thirteen percent of the teachers commented upon the difficulty of obtain- 
ug teaching supplies. A few teachers wrote of the difficulty of accounting 
for missing or damaged supplies through military channels. The audio-visual 
exchange system was also criticized by several teachers. Films are rotated among 
the schools on a fixed schedule which does not necessarily coincide with the 
teacher’s lesson plans. Since teachers do not know what grade they will teach 
before going overseas, it is difficult to take along materia!s from home to supple- 
nent the inadequate supply overseas. 


Housing and living conditions 


Eleven percent of the replies to this section mentioned the inadequate housing 
and living conditions in particular areas. Where housing is furnished, frequently 
the teacher has only one small room in the bachelor officer’s quarters. In coun- 
tries where housing is not furnished, such as in France, teachers find it difficult 
to locate quarters they can afford and retain in the summer months when they 
are not on pay status 
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Retention, promotion, and transfers 

About 9 percent of the teachers were critical of the policies of retention, 
promotion, and transfer. Several teachers wrote that there is no effective 
method for removing poor teachers and administrators and no incentives to 
keep good teachers and administrators in the system. Opportunities for pro- 
motion were thought by some to be too limited. Several charged that pro- 
motions and choice assignments were based on “apple polishing” or “ability to 
write reports” rather than on teaching merit. 

Teachers with experience in the overseas system wrote that the transfer 
policy was unfair. Requests for transfers within a command are not con- 
sidered until a teacher has spent 2 years in one location. Requests for trans 
fer to another command have recently been refused teachers with several years’ 
experience with the dependents schools because the second command does not 
want teachers for whom it must pay the basic salary plus the earned annual 
increments—teachers who are new to the system can be obtained at 
salaries. 

The following areas were criticized by 1 to 5 percent of the teachers: (@) 
limitations on privileges, particularly the privilege of bringing a car overseas 
at Government expense to areas where other transportation is inadequate; 
(b) recruitment, particularly the lack of specific information about the teach 
ing assignment and the insufficient notice of acceptance of the teacher for em 
ployment; (¢) hiring teachers locally—primarily wives of military and civilian 
personnel (although these teachers are fully qualified, they are not eligible 
for salary increments nor do they know whether they will be hired to teach 
until school actually opens and a vacancy exists); (d) inadequate school plant 
(this criticism came from only a few areas); (e) lack of opportunity for pro- 
fessional study overseas: and (f) in the high schools overemphasis on meeting 
the standards of an accrediting agency for secondary schools. 
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SUMMARY AND CONCLUSIONS 


Teachers enjoy an overseas assignment. It is a rewarding experience for both 
professional and personal growth. Ninety-nine percent of the teachers were 
glad they had gone overseas to teach. However, conditions of employment 
salary, leave, workload, supervision—detract from the ability of the system to 
recruit and keep good teachers. Only 67 percent of the teachers indicated that 
they would accept another overseas assignment under the same conditions, but 
96 percent would accept another assignment under better conditions. 

As salaries and working conditions improve in school districts within the 
United tates, the overseas schools may expect more difficulty in recruitment and 
retention of qualified teachers unless overseas salaries and working conditions 
meet stateside standards. In 1956-57 a classroom teacher in the dependents 
school system with 2 years’ experience overseas could have earned $4,660 (step 2, 
grade 7 of the Federal civil service salary schedule) provided he worked for 12 
months. Since the school year was approximately 10 months, the teacher earned 
only ten-twelfths of $4,660 or $3,883 for the school year. Classroom teachers 
in urban school districts of over 500,000 population in the United tates earned a 
median salary of $5,834 for the school year 1956-57 or about 50 percent more 
than overseas classroom teachers. 


Reaction of teachers to statements of charges 


In this survey, teachers were asked to affirm or deny the validity of 15 state 
ments which contained charges of unsatisfactory conditions of employment with 
dependents schools overseas. Over half of the teachers agreed with nine of 
the charges. These included the charges relating to salaries, compensatory time, 
professional status of teachers, recruitment, financial support of the school 
program, cooperation from the military, and the success of the present organiza 
tion of dependents schools. The nine statements follow in order of the percent 
of teachers who agreed with the charge: ; 

Salary schedules under civil service-fail to take into account a teacher’s 
degrees and experience, and virtually precluded advancement. (Ninety- 
three percent agreed. ) 

The temporary nature of teaching positions causes many of the inequities 
(The children, the teachers, and the school would benefit if at least some of 
the teachers had career status with adequate home-leave provisions. ) 
(Seventy-seven percent agreed. ) 
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Cooperation from the military is not uniform from school to school. (Too 
much depends upon the local commanding officer’s attitude toward educa- 
tion.) (Seventy-six percent agreed. ) 

The arrangements for teachers to work extra time (compensatory time) or 
to receive credit for extra time in order to stay on formal pay status during 
regular school vacations are unsatisfactory. (Seventy-one percent agreed.) 

Plans for an adequate instruction program are often sacrificed due to 
budgetary limitations. (Sixty-six percent agreed.) 

The dual nature of the responsibility of a civilian over educational mat- 
ters and a military person over logistics is an unsatisfactory arrangement 
for operating a school system. (Sixty-two percent agreed.) 

Because of a low civil-service rating, teachers do not receive the respect and 
privileges due a member of the teaching profession. (Sixty-two percent 
agreed. ) 

The transportation agreement alone is not satisfactory. (Teachers would 
prefer to work under a contract.) (Sixty-one percent agreed. ) 

Despite the information given applicants, teachers are not adequately in- 
formed before going overseas on what to expect in the way of salary, leave 
and vacation, and opportunities for professional advancement in overseas po- 
sitions. (Fifty-six percent agreed.) 

Although less than a majority, more teachers agreed than disagreed with 
three additional charges. These are as follows: 

The recruitment publicity about the dependents schools is misleading. 
(Children are not getting a superior program of American education and 
teachers are not working under the optimum conditions the Armed Forces 
have advertised.) (Those agreeing outnumbered those disagreeing by 1.4 
to 1.) 

Teachers have found it difficult to see, confer, or communicate with the 
civilian or military administrator on various problems. (Those agreeing 
outnumbered those disagreeing by 1.3 to 1.) 

In view of the frequent transfer of pupils among the dependents schools 
overseas, the setup of the school system is not as stable, not as professionally 
sound, as it should be. (Those agreeing outnumbered those disagreeing by 
1.2 tol.) 

From 50 to 60 percent of the teachers disagreed with the remaining three 
statements. It is significant, however, that over 25 percent of the respondents 
did agree with each of the charges. This indicates that the critical situation 
described by the statement is of sufficient importance to warrant further inves- 
tigation. The remaining three statements follow : 

In view of the frequent transfer of pupils among dependents schools 
overseas, grading systems, courses of study, and plans for pupil-progress 
are not sufficiently uniform. (Thirty-four percent agreed.) 

The schedule of school days is subject to arbitrary change without suffi- 
cient notice; i. e., in time to make an adequate adjustment in lesson plans 
and personal plans. (Thirty percent agreed.) 

The Department of Defense often fails to hire teachers who are repre- 
sentative of the high caliber men and women in the teaching profession in 
the United States. (Twenty-seven percent agreed.) 


Evaluation of the organization of dependents schools 


Only 10 percent of the teachers indicated that as now organized the depend- 
ents schools are doing the best job possible, even though the statement admitted 
the limitations of operating American school systems overseas. Ninety per- 
cent of the teachers checked 1 of the 3 remaining statements, each of which 
indicated that some degree of change was desirable. The teachers were about 
equally divided between those who thought that minor changes in the present 
organization would make the system satisfactory and those who thought that the 
present organization should be abandoned in favor of a radically different type 
of organization. Approximately 28 percent of the respondents thought that the 
dependents school system as presently organized violates basic principles of 
good American education and that these schoois should be removed from the 
Department of Defense. About 16 percent of the respondents thought that all 
the educational activities (including dependents schools) of the three major 
services of the Department of Defense should be handled by a separate corps 

affed with professional educators. The effect of this proposal would be to 

fh 


utegrate the schools and at least a nucleus of the professional staff into the 


respective military services. 
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Comments of teachers 

The teachers’ adverse comments dealt most frequently with the civil-service 
regulations under which teachers’ salaries, pay status, increments, and leaves 
are fixed. Other areas which contributed to the dissatisfaction of the respond- 
ents (as determined by the frequency of adverse comments) are as follows: 
Military policy as it affects the status of the teacher, his work, his supplies, and 
the democratic operation of the schools; the civilian and military personnel in 
school administration ; large classes, lack of specialists, and scarcity of teaching 
aids to help the classroom teacher; housing; and regulations relating to reten- 
tion, promotion, and transfer among dependents schools overseas. 


Dependents schools do not meet standards for good school systems 

Experienced teachers from large and small school systems from all over the 
United States have evaluated the dependents schools in terms of their experience 
and knowledge of what a good American school system should offer the child, 
the school staff, and the community. The evidence presented in this study sug- 
gests that the dependents schools do not meet the standards of good school 
systems as understood by classroom teachers. 

What is at fault? According to the responding teachers, inadequate salaries, 
personnel policies which cannot be altered to fit a teaching position, and failure 
of the Department of Defense to establish a satisfactory organization to meet 
the typical problems of an American school in addition to the unique problems 
of transplanting an American school system abroad with migratory pupils, 
teachers, and civilian and military school administrators. Class size and teach- 
ing load, which would be acceptable in a stable community at home, are too 
large in overseas teaching where pupil and teacher turnover are both high. 
Adequate financial support of American dependents schools overseas is appar- 
ently needed to provide professional staff and educational services comparable to 
those in a good American school system for both the elementary- and secondary- 
grade levels. 
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NEED FOR IMMEDIATE ACTION 


1. Teachers overseas must soon declare their intentions as to whether they 
will stay next year or not. Fast passage of a bill along the lines of these pro- 
posals may forestall many intended resignations. 

2. Recruiting will begin in February or sooner, and, since last year showed 
that teachers are not so willing as before to come overseas, quick passage of this 
bill would help recruiting. 

3. Recruiting could be done on a unified basis if the bill passes soon, saving 
the expense of 2 recruiting teams—1 Army and 1 Air Force. 

4. Extra appropriations are needed for this year. Teachers in Germany have 
no compensatory time promised for Christmas and Easter and, if they work 
instead of taking the vacations, it may force an early closing of school in the 
spring. Air Force teachers have only 64 hours compensatory time promised, and 
we are short 4 days to cover the holidays. 

5. Money is needed for payment of housing while on leave-without-pay status, 
A letter from the State Department, Foreign Service Department, is supposed to 
have gone to all commanding officers and civilian personnel offices, stating that 
they can and should pay us, but it can’t be done without money. 


REPORT OF THE LEGISLATIVE COMMITTEE OF THE OVERSEAS TEACHERS ASSOCIATION, 
Apri 12, 1957+ 


PROPOSALS CONCERNING THE PROFESSIONAL STATUS OF TEACHERS IN DEPENDENT 
SCHOOLS 


The teachers in the dependent schools have been frequently praised in speeches 
and in the press by their supervisors and by others for their high level of pro- 
fessional competence. Their group includes a large percentage with graduate 
training beyond the required bachelor’s degree, and a substantial number with 
experience greater than the minimum 2 years, thus providing staffs of unusually 
well-qualified instructors for the children of our military services. 

In order to influence such persennel to remain with the dependent school sys- 
tem instead of returning to stateside schools, the following recommendations 
have been prepared. It is hope that through meeting the competition of improved 
conditions in leading United States systems, an ever-growing core of highly qual- 
ified career employees will be formed and a greater number of the teachers com- 
ing on leaves of absence will extend such leaves to the maximum. Only through 
such developments can dependent schools become as excellent as they should be, 
for experience throughout the Nation bears witness to the growth toward high 
professional goals achieved in systems of well-trained personnel with a proper 
proportion of the staff acclimated to the system, assisting in the continuity and 
development of its programs. 

Schools serving students who are military dependents need even more to pro- 
vide their pupils with as stable and professionally sound a school system as 
possible in view of the frequent transfers necessitated by their rotation of loca- 
tion. Grading systems, courses of study, textbooks—these are but a few of the 
many items which can help a child make progress if he finds them fairly uniform, 
but which can impede him to the point of failure if he finds them too different. 
“T got good grades in the States last year but I didn’t learn much because every 
school I went to was just beginning what I had had in the one I left.” This 
remark made by a USAREUR youngster epitomizes the plight of many service 
children and focuses our need to provide within the command dependent schools 
staffed with sufficient numbers of qualified personnel to help the students make 
up any deficiencies and to achieve the maximum advancement their capabilities 
allow. 

It is recommended that a special civil-service category be established for teach- 
ers by contract, rather than the present travel agreement, which will permit 
benefits of accrued sick leave, seniority of Government service, retirement system, 
and any other applicable items, but which will eliminate existing difficulties due 
to the difference between other civil-service positions and teaching positions in 
regard to such items as length of the working year or of the working day at the 
site of employment. 

It is recommended that the following provisions be included in the establish- 
ment of such a teaching category : 





1Copy of original report—copy made November 1 by P. Neal, Camp Darby High. 
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1. Budgetary arrangements shall be made to provide adequate numbers of 
personnel for full, anticipated enrollments, Every effort shall be made to have 
sufficient teachers with full qualifications in order to prevent the emergency 
hiring of long-term substitutes without the proper professional training and 
2 years’ previous experience in a United States public school. 

‘2 Endorsement is made of the full statement of policy relating to teacher 
load set forth by the National Education Association, National Commission on 
Teacher Education and Professional Standards (Statements of Policy, Washing- 
ton, D. C., the Commission, 1956, pp. 9-10). 

For guidance in preparation of the school budget, a quotation from an NEA 
extract on this policy follows (it is recommended that certain special subject 
areas require adjustment of these figures; for example, an upward adjustment in 
the case of choral music) : 

“The following maximum enrollments for each teacher are recommended: 
Special classes for exceptional children, 15; kindergarten and first grade, 20 
(40 pupils in kindergarten if different children attend morning and afternoon 
sessions); other classes in elementary and secondary schools, 25; total pupil- 
hours for a teacher in a departmentalized secondary situation, 100.” 

8. The beginning salary of all teachers shall be $4,950. Eleven annual incre- 
ments of $250 each shall bring the maximum salary to $7,700 for the 12th year 
of service and each year thereafter. Assistant principals to receive 1.25 times 
where they would be placed on a teachers’ schedule; principals, 1.50; superin- 
tendents, 1.75; directors, 2.00. 

The initial figure is presented as being in line with salary offered comparable 
personnel in 1956-57 for the third year of teaching. in leading stateside systems, 
even though teachers having greater experience than the required 2 years in a 
public-school system would often suffer a salary cut in order to teach in 
dependent schools. 

The above salary shall be earned by service during the regular academic year, 
and additional compensation shall be provided at the same rate for summer- 
school teaching or other services as outlined in item No. 4. 

4. All teachers shall be on a single salary schedule. Extra days, or portions 
thereof, required of any teacher in addition to the regular school calendar shall 
be provided extra compensation at the regular salary rate. Compensation in 
any case is to be not less than half 1 day’s pay. 

5. Contracts shall continue to be for 1 year, in order to attract a sufficient 
number of well-qualified teachers to enter the dependent school system. Many 
school boards will grant a 1-year leave of absence and then extend it upon appli- 
cation, but are unwilling to grant a 2-year leave in the beginning. Many teach- 
ers have reported that they could not or would not have accepted their initial 
assignment with dependent schools if the tour had been for 2 years instead of 1. 

6. Because teaching positions in the United States are filled by annual con- 
tract, stipulations in the Government contract for teachers overseas shall provide 
that a teacher can earn the full salary of the academic year as long as assigned 
duties are performed in a satisfactory manner. In order to prevent a reduction 
in force, either transfer shall be made to another similar position or other duties 
shall be assigned so that the teacher can earn his expected salary. Such other 
assignment shall be work which he is capable of performing. 

7. In order to stimulate .an increase in the number of teachers who will make 
a career of dependent-school teaching, reemployment leave shall be allowed 
teachers every year. It is expected that the cost of their transportation will be 
more than offset by savings realized from not recruiting and processing replace- 
ments. 

8. Teachers shall be encouraged to grow professionally by granting leave- 
without-pay status, ordinarily for 1 year, to those desiring to teach in a public 
school in the United States, or to engage in professional study in any location 

9. Preference on assignments, transfers, etc., shall consider seniority of service 
in any dependent school, regardless of location. 

10. The present 2-year ruling on area transfers shall be eliminated, thus per- 
mitting a teacher to transfer at the end of 1 year to any school needing his 
services anywhere in the theater. It is reported that many persons are now 
terminating rather than spend a second year in an out-of-the-way location. By 
decreasing the number of resignations, it is believed that students will profit by 
having a teacher already acclimated to the dependent-school system, that class- 
room effectiveness will be intensified by a teacher’s limiting weekend travels to 
places nearer home in the expectation of covering another area the following year, 
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and that money can be saved on the recruitment, processing, and transportation 
of new personnel, thus providing additional funds for increased salaries, 

It is to be understood that this 1-year transfer policy within the theater shal] 
include married teachers, thus decreasing the undue hardship suffered at 
present by those who, required to sign up for 2 years, are unfortunate to be placed 
in out-of-the-way locations. 

11. Wherever possible, initial assignments of location and grade or subject shall 
be made and notification given before the newly hired teachers leave the States 
for the command, enabling them to make more adequate preparations for their 
professional situation (such as bringing study materials for their expected 
grade). 

12. An ethical system shall be devised whereby a teacher having difficulty in 
his overseas assignment shall be given help to strengthen him in areas of weak- 
ness. In the event of repeated failure after help, transfer, and more help, the 
removal of the teacher from the staff shall be accomplished in an ethical, 
professional manner, with every effort made to prevent inability to achieve success 
in overseas schools with their special problems from affecting adversely his 
opportunity to continue in the profession in a more typical stateside situation. 

13. Since the educational value of kindergartens is recognized in the United 
States by their inclusion as an integral part of the public-school system, it is 
recommended that the kindergarten program be included within the framework of 
dependent schools. Today, they are supported by nonappropriated funds. By 
providing appropriated funds, duplication of accounting roblems and expenses 
connected therewith would be avoided, and higher professional standards could 
be realized by the recruitment of kindergarten teachers meeting professional 
qualifications as demanded of all other teachers hired for the appropriated-fund 
system. 

14. In order to provide increased professional leadership, a professional in- 
vestigation should be conducted at once by a group of professional educators 
selected by the National Education Association to formulate plans for an 
adequate headquarters staff for dependent schools comparable to the admin- 
istrative staff of a system in the United States similar in number of schools 
and farflung area. At the present time, each member of the dependent-group 
Staff serves in more than one specialized capacity in administering a school 
system extending in its north-south dimension 1,290 miles, a distance approxi- 
mately equal to that from Chicago to Sante Fe, N. Mex. In stateside school 
systems, a specialist with assistant’s service in each individual field of speciali- 
zation in a geographic area much smaller in square miles and in number of 
schools served. 

Respectfully submitted. 

(Miss) MAub-ELLEN ZIMMERMAN, 
Chairman, Legisiative Committee, OTA. 
(Miss) Mary Hoacvue, 
President, Overseas Teachers Association. 
Approved by the executive committee, April 13, 1957. 


These are the things necessary to provide a sound education comparable to 
the better stateside systems. The proposals requested are modest rather than 
excessive compared to our fellow colleagues’ teaching situation in the States. 

There are three unqualified people teaching in my school this year. Every 
indication points to the fact that the situation is going o become worse unless 
our Government school system becomes competitive. The situation is far more 
desperate in other areas. 

RicHaRrD Hostrop, 
Principal, Camp Darby School, APO 19, New York, N. Y. 


Camp Darsy HIGH ScHOOL, 
APO 19, New York, N. Y., November 4, 1957. 
Representative FLoop, 
House of Representatives, Washington, D. C. 

Dear Mr. Froop: I am a teacher at the Camp Darby High School, teaching 
for the second year in overseas schools. 

I understand that you were here in Europe this summer and fall and talked 
with representatives of the schools regarding the school problems here. 

I feel that it is very necessary that immediate action be taken in making 
changes in the laws which govern Armed Forces schools and, also, it is extremely 
necessary that more money be appropriated to finish out this school year. There 
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are two very current problems which hinge directly on the amount of money 
available to run the schools this year. 

1. Under the present law, teachers are not paid during the Christmas 
yacation, Easter vacation, or any of the other traditional school holidays— 
of course, we are in the United States, where we are paid on a yearly basis 
and not on a daily basis as we are here. Many teachers cannot afford to 
take these vacations without pay, particularly in areas where we must rent 
on the economy, and our rent is not paid when our wages are not paid. Al- 
though the schools have been in the past given compensatory time to cover 
these holidays, we are told that there is not enough money this year to 
eover all of the holidays. The Air Force has been given 64 hours, we in 
Italy 88 hours, and as yet the people in Germany only the 8 hours to cover 
the day after Thanksgiving. If the money is not forthcoming for Christmas 
and Easter and the teachers wish to work during that time, then the schools 
may be forced to close earlier in the spring, thus cutting short the education 
of the children. The number of hours covered by these vacations is 120 
hours. 

2. We have been told that a letter has come out to all commanding officers 
and civilian personnel offices from the State Department, Foreign Service 
Department, to the effect that they could and should help us out on our 
housing by paying us when we were on leave-without-pay status. This can- 
not be done, however, without more money. 

Action is needed quickly on the proposals made by the Overseas Teachers’ 
Association so that the conditions under which teachers must teach overseas 
are better. If possible this should be done immediately after Congress con- 
venes, 

1. Teachers overseas must soon declare their intentions as to whether they 
will stay next year or not. Fast passage of a bill along the lines of these 
proposals may forestall many intended resignations. 

2. Recruiting will begin in February or sooner and since last year showed 
that teachers are not so willing as before to come overseas, quick passage 
of a bill along these lines would help recruiting. 

3. Recruiting could be done on a unified basis if the bill passes soon saving 
the expense of 2 recruiting teams—1 Army and 1 Air Force. 

This Congress seems to be very interested in economy. I think it is in the 
interest of economy to pass legislation along these lines. 

1. I have heard that it cost $1,700 to recruit, process every teacher who 
comes overseas. Therefore, every teacher who can be convinced because of 
better conditions in teaching overseas that it is wise to stay with the de- 
pendent schools will save the Government a good deal of money. 

2. Unified recruiting instead of two separate teams, applications made 
and answered on the program will save money on the cost of recruiting. 

3. A unified system where transfers are made more easily will help keep 
teachers with the system. Many go home now because they are struck in 
out-of-the- way corners for too long. : 

4. Unified purchasing and distribution of texts and other materials will 
save money. Our students move from one command to another, one country 
to another but we unfortunately are limited in the distance we can move 
the teacher or textbook that child needs and therefore have again duplica- 
tion in hiring and purchasing. 

I am sure that it is in the best interests of economy and education and wel- 
fare of the students and the morale of their teachers to pass the bill required 
to better education overseas. I respectfully request that you give your support 
to this and to the appropriation of more funds to help in finishing this year’s 
program successfully. : 

It has long been recognized that the morale of troops overseas must be good 
to have a good fighting force and an efficient Armed Forces. 

It is equally important to the education of the Armed Forces dependents that 
the morale of the teaching force be good. Until this comes about the school 
program overseas will not be as good as it can be. 

Respectfully yours, 





P. S—If you already have a copy of these proposals will you please give the 
attached copy to one of your colleagues for his study. 
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REPRESENTATION IN THE PERSONNEL OF THE MIDDLE ATLANTIC STATES, IN Pap. 
TICULAR THE STATE OF PENNSYLVANIA (NorTH CENTRAL EDUCATIONAL Assocta- 
TIONS, WuHicu Is AN ACCREDITED AGENCY FOR THE HIGH SCHOOLS) 


Recommendaions : 

1. The Teachers’ Overseas Association strongly recommends the combination 
of all Armed Forces schools under one civilian head. 

2. There is stressed need for a proper budget so that last year’s layoff of 
teachers will not recur (last Easter the headquarters ran out of funds—the 
budget was overdrawn, and so the teaching personnel was layed off for a few 
weeks without pay. Later on it was made up but it caused a rumpus and led 
to the formation of a teachers association. 

3. Statistics used by the Dependents’ Education Group (specifically, the name 
of the Army organization which runs the schools for the Army) is unreliable, 
In giving the overall picture of the number of students per teacher, all adminis. 
trators, including heads of education groups and teachers are counted. 

4. It should be brought to someone’s attention that the foreign language pro- 
gram in the schools is completely inadequate. For one example, no Latin is 
offered. There should be a more rigid grammar course in connection with lan- 
guage study. 


CAMP DARBY ELEMENTARY SCHOOL, 
APO 19, New York, Nowember 5, 1957, 
Representative FLoop, ; 
House of Representatives, 
Washington, D. C. 


DEAR Mr. FiLoop: I am a teacher with the dependent schools system at present 
in Italy. Iam in my fourth year of teaching abroad. 

I understand that you were here in the summer and fall and talked to several 
representatives of our school system, and our Overseas Teachers’ Association. 

As it is about time for Congress to reconvene I would like to ask your support 
in getting an appropriations bill through Congress which would furnish the extra 
money needed to finish out this school year successfully. Also I would like to 
ask that you support a House bill which would make it possible for employees 
under civil service who work less than the 5-year minimum to qualify for civil- 
service retirement to pay into social security. I feel that this would be of 
help in recruiting new teachers as many are not willing to leave present systems 
where they must pay into retirement and must teach within the State a certain 
number of years. 

Also I am attaching a list of proposals made by the Overseas Teachers’ Asso- 
ciation for improvement in the overseas schools. We are in hopes that a bill 
will soon be passed concerning these points and feel that it must be done quickly 
if recruiting for teachers for 1958—59 school year is to be successful. 

As you are concerned with appropriations I think that you would be the first 
to recognize that if our proposals were passed the cutting down of duplication 
of recruiting by each individual branch of the Armed Forces as well as duplica- 
tion in purchasing of textbooks and materials would save the Government a 
great deal of money. Although the increased salaries we are asking for would 
take up some of this savings I feel sure that in the long run there would be 
a saving as teachers would be encouraged to stay longer thus again cutting the 
recruiting and processing bill which must be paid for each new teacher hired. 

It has been reported to us that the coordinator of the various overseas service 
schools has made up a bill which concerns the overseas teaching system. How- 
ever he refused to show it to our representative and told Miss Hoague, last year’s 
president of OTA, that he did not feel it the opportune time to publish it but 
would “sneak it through Congress” when the time was opportune. 

I do not feel that it should be necessary to “sneak” a bill as important to 
education as this one through our Congress. If it is, then our National Govern- 
ment is showing that it has a very low opinion of the need for education and @ 
fair wage and fair working conditions for educators. I would expect to find 
that Congress would set a good example for the States and local governments 
in this time of dispute over a child’s right to be educated. The present overseas 
schools system is however not a good example to set for anyone. 
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Again I would appreciate greatly your support of measures which would better 
the overseas school system and the working and living conditions for the teachers 
in this system. 





[NEA Journal, November 1957] 
OVERSEAS TEACHERS APPRAISE OUR DEPENDENTS SCHOOL SYSTEM 
By Jean Flanigan? 


How do classroom teachers evaluate their overseas assignments with the 
dependents schools? 

The NEA Research Division has just completed a survey of 732 classroom 
teachers employed by the Armed Forces schools in Europe and the Far East. 
This survey showed that the opportunity for extensive travel provided by such 
assignments was highly satisfactory to teachers. However, though situations 
varied widely, the conditions of employment and the teachers’ professional and 
social status were far from satisfactory to most teachers. 

The respondents—experienced, qualified teachers—evaluated the dependents 
schools from their knowledge of what a good American school system should 
offer. 

Only 10 percent of the replies indicated that the dependents schools were doing 
the best possible job for the child, the school staff, and the community. As one 
teacher respondent in Italy stated, “The Italian educators who work in our 
school or who visit here think that this is a typical American school. This is 
an insult to our excellent American public schools.” 

Specifically, the teachers were asked to affirm, deny, or question the validity 
of 15 charges of unsatisfactory conditions. Over half the teachers agreed with 
9 charges, and more than a fourth agreed with the other 6 charges. 

The statements of charges and the percents of the teachers who agreed are as 
follows : 

Salary schedules under civil service fail to take into account a teacher’s 
degrees and experience, and virtually preclude advancement (93 percent agreed). 

The temporary nature of teaching positions causes many of the inequities. 
(The children, the teachers, and the school would benefit if at least some of the 
teachers had career status with adequate home-leave provisions) (77 percent 
agreed). 

Cooperation from the military is not uniform from school to school. (Too 
much depends on the local commanding officer’s attitude toward education) (76 
percent agreed). 

The agreements for teachers to work extra time (compensatory time) or to 
receive credit for extra time in order to stay on formal pay status during regular 
school vacations are unsatisfactory (71 percent agreed). 

Plans for an adequate instruction program are often sacrificed to budgetary 
limitation (66 percent agreed). 

The dual nature of the responsibility of a civilian over educational matters 
and a military person over logistics is an unsatisfactory arrangement for oper- 
ating a school system (62 percent agreed). 

Because of a low civil-service rating, teachers do not receive the respect and 
privileges due a member of the teaching profession (62 percent agreed). 

The transportation agreement alone is not satisfactory. (Teachers would 
prefer to work under a contract) (61 percent agreed). 

Despite the information given applicants, teachers are not adequately informed 
before going overseas on what to expect in the way of salary, leave and vacation, 
and opportunities for professional advancement in overseas positions (56 per- 
cent agreed ). 

The recruitment publicity about the dependents schools is misleading. (Chil- 
dren are not getting a superior program of American education, and teachers are 
not working under the optimum conditions the Armed Forces have advertised) 
(48 percent agreed). 

Teachers have found it difficult to see, confer, or communicate with the civilian 
or military administrator on various problems (47 percent agreed). 

In view of the frequent transfer of pupils among the dependents schools over- 
seas, the setup of the school system is not as stable, not as professionally sound, 
as it should be (46 percent agreed). 





2 Mrs. Flanigan is a research assistant for the NEA Research Division. 








In view of the frequent transfer of pupils among the dependents schools over- 
seas, grading systems, courses of study, and plans for student progress are not 
sufficiently uniform (34 percent agreed). 

The schedule of school days is subject to arbitrary change without sufficient 
notice, that is, in time to make an adequate adjustment in lesson plans and 
personal plans (30 percent agreed). 

The Department of Defense often fails to hire teachers who are representative 
of the high-caliber men and women in the teaching profession in the United 
States (27 percent agreed). 

Ninety-nine percent of the respondents said they were glad they had gone 
overseas. However, the conditions of employment detract from the ability of 
the system to keep good teachers. Only 67 percent of the teachers said that they 
would accept another overseas assignment under the same conditions, but 96 
percent would do so under better conditions. 

Generally, the survey supports the conclusion that the Department of Defense 
has failed to establish an organization that meets the problems of an American 
school, to say nothing of the unique problems involved in operating an American 
school abroad with migratory pupils and teachers, and an administration that 
combines civilian and military personnel. The pupils and the United States are 
the real losers in this unfortunate situation. 


TEACHER-PUPIL RATIOS 


You discussed with Mr. Wigglesworth certain problems dealing 
with your ratios, and I cannot agree at all with the statistics of your 
Department upon which you base those teacher-to-pupil ratios. You 
have added administrators, supervisors, and all the “cats and dogs” 
in the area, to reach those ratios. Those statistics are not true. We 
will not go into that. 

BUDGET REQUESTS 


I intended to analyze the budget requests from the Department of 
$275 per pupil in 1957 and 1958, and the Bureau of the Budget esti- 
mate of $265. We gave you $245. I shall not have time to break 
down the analysis department by department, Army, Navy, and Air 
Force, in all these categories. Houdini could not run a decent Amer- 
ican school system that way. 

I took one letter, Mr. Chairman, from each country. I received a 
basketfull. It would be redundant to include all of them. I will take 
1 from each country, as well as 1 article out of dozens from the over- 
seas association’s magazine report, for the record. While probably 
nobody but these teachers and I will read these things, if they do not 
have more to say about it than they have said under these circum- 
stances, they are remiss. 

The National Education Association assured me they would support 
fully the Overseas Teachers Association, which they have joined at my 
suggestion on this entire program since last October. 

Frankly, I do not think you yourself are satisfied with this. I am 
sure you are not. Why you take this position, I cannot get. 

That is all, Mr. Chairman. 

Mr. Manon. Who is the top representative of the Army present who 
knows about this field ? 

Colonel Hixson. I am, sir. 

Mr. Manon. It is obvious that Mr. Flood, a member of this commit- 
tee who has made some study of this situation, thinks you are doing 
a shoddy, inadequate job. 

Mr. Foon. I didn’t say that at all. I am not implying they are 
doing a shoddy and inadequate job. I wanted to develop what a 
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good job they are doing overall, but to indicate the serious defects re- 
vealed within the province of my investigation. Much of what these 
people say istrue. It isa good job overall. 


ADEQUACY OF ARMY OVERSEAS SCHOOLS 


Mr. Manon. I want to bring this thing in focus. I got the impres- 
sion that Mr. Flood feels this program is, at least to a considerable 
degree, inadequate. I want to know what you think about its in- 
adequacy. 

Colonel Hixson. I was in Germany up until the summer of 1955. 
Part of my assignment at that time was concerned with dependent 
schools. Since I have returned, I have had intimate interest in 
depende nt schools overseas. 

Insofar as the overall Army school overseas is concerned, the over- 
seas schools are fine. Our teachers have a high degree of qualifica- 
tion. 

Mr. Manon. Is the morale fairly high ? 

Colonel Hixson. Generally; yes. 

Mr. Fioop. Off the record. 

(Off the record.) 

Mr. Manon. All we want are the facts, and I thought you might 
be able to speak on the grassroots level. 

Colonel Hixson. Sir, I may point out it is perfectly true that we 
have only $245 per pupil for the expenses concerned with instrue- 
tion. However, over and beyond that $245 are the transportation of 
teachers, et cetera, costs which could not be attributable to a school 
system in the United States. Those extra costs are not taken from 
the per-pupil average. 

Mr. Manon. That is all well and good, but what we want to know 
is the adequacy or inadequacy of the program. If there is something 
we need to do, we might be perfectly willing to do it. 

Colonel Hixson. Every 2 years our schools are accredited by the 
North Central Association of Colleges and Secondary Schools. The 
reports I have had in our office as a result of the trip just completed 
this past November—with the exception of one school in France, and 
that was because of plant—have shown that an excellent school is 


operated. 
Mr. Fr OD. Where ? All over ¢ 
Colonel Hixson. Every school except one school in France. 


Mr. Fioop. Excellent ? 

Colonel Hrxson. Yes, sir. 

Mr. Stxes. What better qualified judge could you want than the 
group which is responsible for school accreditation. 

Mr. FLoop. What happened to you since I talked to you last ? 

Colonel Hrxson. Sir, nothing has happened to me. 

Mr. Froop. No? Let’s don’t develop that one any further. It 
might happen to all of you. 


ADEQUACY OF NAVY OVERSEAS SCHOOLS 


Mr. Manon. Who is the top man in the Navy here? 
Commander Duruam. Commander Durham, head of the Informa- 
tion, Education, and Dependent School Section, Bureau of Naval 
Personnel. 
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The Navy operates 21 overseas dependent schools. Within the 
past 4 months, either I or my assistant have visited 20 of those 
schools. The other one will be visited on May 7. We have found 
all those schools in excellent condition. We have 6 high se hools, 
and all but 1 have been accredited by either the North C ‘entral Asso- 
ciation or the Southern Association. The one that was not accredited 
is in its second year of oper: ation. It was not expected that it could 
be accredited in a short time. 

As far as the money goes, we have approved each commander’s 
request for the amount of money which he requested on per capita 
limitations to run his school, and we are still operating within the $245 
per capita limitation. 

Mr. Manon. Is the program reasonably adequate, in your 
judgment ? 

Commander Duruam. Yes, sir. 

Mr. Manon. Do you know of some deficiency that we should under- 
take to remedy ? 

Commander DurnaAm. No, sir. There are some cases where our 
libraries are not fully stocked. However, instead of buying 2,000 
books this year for that particular library, w e v7 ated it and ‘plan to 
buy 500 to 1,000 each year to build up the stock 

Mr. Fioop. Will the gentleman yield. 

fs your answer to the chairman that you are aware of no deficiencies 
in the overseas educational school system? Do you think these teach- 
ers’ organizations and the parent-teachers organizations and the 
parents of these children are a lot soreheads, malcontents, and nincom- 
poops? Don’t you know what has been going on in the last couple of 
years in this area? Haven't you heard anything? 

Commander DurHam. In the schools that I have visited, I met with 
the school boards. I met before the parent-teachers organizations. 
I met with parents. I received on complaints that their children were 
not getting adequate schooling. 

Mr. Fioop. That is the man’s answer. 


ADEQUACY OF AIR FORCE SCHOOLS OVERSEAS 


Mr. Manon. I would like to have a representative from the Air 
Force. 

Dr. Pore. Iam Farnham Pope. 

Mr. Manon. You are the Chief of the Dependent Schools Section. 

As you know, there is sharp feeling here with respect to the adequacy 
of the overseas school program. We want you to lay the facts on the 
line without fear or favor. What isthe story for the Air Force? 

Dr. Porr. I have visited the schools separately myself, and with 
the North Central Association teams that we have referred to. We 
are running a good school program. 

Mr. Fioop. I agree with that. 

Mr. Manon. Is it better than the average program in some of the 
areas of the United States ? 

Dr. Porr. I would say that we have teachers who are considered to 
be above the average, and consequently we run a better school system. 
I would answer positively to that. 
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Mr. Manon. What are the main deficiencies that are causing these 
students not to get the type of education or training they are entitled 
to in these sc ‘hools ? 

Mr. Froop. For instance, what about your language program ? 
After what you have just said, tell us what kind of language program 
you run. Do you teach Latin ? 

Mr. SrxKes. Let him answer the chairman’ s question. What are the 
deficiencies in overseas schools, if any ¢ 

Dr. Porr. We have mentioned in the statement that there was a 
minimizing of certain of the special areas of instruction. This refers 
to the fact that because of the limitation, we have had to have rather 
an austere program in terms of special teachers for handicapped chil- 
dren, music and art. 

Mr. Srkes. You have a similar limitation in the average school in 
the United States. That is unfortunate but it is true. 

Dr. Porr. That is right. These are some of the areas where there 
is an opportunity for flexibility within the funds which are available. 

Mr. Manon. In response to Mr. Flood’s question as to language, 
are the language programs and science programs in schools overseas 
as good as in the average school area in the United States ? 

Dr. Porr. For schools of their size, yes, sir. 


OVERSEAS SCHOOLS COMPARED WITH THOSE IN UNITED STATES 


Mr. Srxes. Mr. Chairman, I usually find myself in agreement with 
Mr. Flood, and I think he performs a valuable service on this com- 
mittee, but he is unduly alarmed about the school situation for Amer- 
ican dependents overseas. I have been studying this for a number of 
years, too. I am convinced that the educational opportunities which 
are offered for American children overseas are as good and I think 
are generally better than the opportunity that is offered to the average 
American child in this country. It is not perfect in this country. 

Mr. Flood mentioned language. I brought in science. A “great 
many children in high school in : this country get only 1 year of lan- 
guage and 1 year of science. That is deplorable, but that is the situa- 
tion. It should be remedied. I think the people who are administering 
this program are doing a good job, and that they would have brought 
to the attention of this committee any serious deficiencies. 


ITEMS SUPPORTED FROM OTHER THAN APPROPRIATED FUNDS 


I do feel that we should explore the necessity, if there is a 
necessity, for the fact that additional funds are provided from non- 
appropriated moneys. I trust you are going into that situation. I 
would like to know, in other words, whether the $245 is actually all that 
is being spent. If not, what other moneys are being spent and for 
what is additional money being spent ? 

Mr. Maron. Who will answer the question ? 

Mr. Jackson. We have discussed that. Each of the Service rep- 
resentatives can answer. 

Mr. Manon. Let us have the answer. 

Mr. Wuirren. Could I ask permission of my friend from Florida 
to attach this to his request? Some indication has been made that 
there might be a curtailment of the length of school. I would like 





556 





to know if they do not do as the average school does, set up a budget 
for the full year and allocate to each month its proportionate share, 
so whatever the tightness might be, it would not necessitate reducing 
the school year. It might save a little time to cover that along with 
Mr. Sikes’ question. 

Mr. Manon. All right. 

Colonel Hixon. Insofar as the Army is concerned, the only items 
of the curriculum which are supported from other than appropriated 
funds, sir, are the payment of the costs of kindergarten and, in the 
elementary schools, the payment of the costs of teaching the foreign 
language of the country to which the parent is assigned. In other 
words, we teach German to the elementary school children in Ger- 
many, and such instruction is paid from other than appropriated 
funds, sir. 

Mr. WiceLteswortH. What funds? 

Colonel Hixon. Out of the central welfare fund, sir. 

Mr. Srxes. In this country, kindergarten expense is paid for by 
the parents of the child in most areas. : 

Colonel Hixon. Yes, sir. 

Mr. Manon. It varies in different jurisdictions. 

Colonel Hixon. Yes, sir. In some States the kindergarten is paid 
by the State. 

Mr. Sixes. What is the amount of extra money which is paid for 
each pupil? 

Colonel Hrxon. I haven’t that. I will have to provide that for 
you,sir. Itisnot high. 

Mr. Manon. What is the total amount in the Army ? 

Colonel Hrxon. I shall have to provide that for you, sir. 

(The information requested follows :) 


Amount per pupil of nonappropriated funds used for regular school program 








1957 1958 959 
wear tA ise te ee tee eth PG bee ee at ones ae 
RN et 5 apt ipinch nce aceon aie abiaties aiedt $5 | $3 | $2 
Pembee £55532 5 0 on Erect ee ae ere. 0 0 | 0 
ONS 35 oe eae esa ae eS 4 | ee 0 


Amount per pupil of nonappropriated funds used for native language training and 
kindergarten 











| 1957 1958 1959 
RS 2 gt ee cars eRe eee: | $14 | $14 | $19 
Navy..--- Lande od dina 10 0 | 0 
Air Force__- 0 | 22 | 0 


1 Kindergartens are not a part of the school system. They are locally organized and supported by tul- 
tion paid by parents. 
2 Language program only. Information on kindergartens not available. 


Mr. Manon. What isthe answer to Mr. Whitten’s question ? 

Colonel Hrxson. Insofar as the Army procedure is concerned, the 
funds to the commands concerned cover the entire school year. 

Mr. Manon. Navy. 

Mr. Wurrren. Mr. Chairman, I do not mean to prolong this, but 
I am asking you, do you set it up on a regular school budget and spend 
only a proportionate share each month? 











Colonel Hixson. Yes, sir. 

Mr. Wuirren. You do it that way ? 

Colonel Hixson. Yes, sir. 

Mr. Mauon. How about the Navy? 

Commander Durnam. Sir, the Navy uses no nonapproprated funds 
foritsschools. We anticipate no reduction in the school year. 

Mr. Manon. What is the answer to Mr. Whitten’s question ? 

Commander Duruam. We budget for the full year, sir. 

Mr. Manon. The Air Force? 

Mr. Fioop. I would like General Friedman to say something. 

Mr. Manon. We will let him say something, but let us hear. from the 
Colonel. 

Mr. Fioop. What is his job? 

Colonel Wirrsropt. I work for General Friedman, sir. 

Mr. FLoop. Good, I hope. 

Colonel Wirrsropr. The Air Force has supplemented the appro- 
priated funds to the extent of $550,000 from nonappropriated funds, 
primarily in Europe. The combination appropriated and nonap- 
propriated amounts used would equal or slightly exceed the $245 
figure. 

“Mr. Sixes. How much is that per pupil? 

Colonel Wirrsropr. It would be about $14 per pupil. 

Mr. Stxes. What do you use the money for? 

Colonel Wrrrsropr. For the regular school program. This amount 
does not include any personal funds expended for foreign language 
and kindergarten instruction . One of the problems we are faced w ith 
is that we gr ant each of our commanders flexibility in the use of appro- 
priated dollars to carry out his program. The commander in Europe 
says, “I need this money to carry out my mission.” He has taken this 
part off the $245, and his per capita cost is somewhere in the neighbor- 
hood of $230. ‘That was the reason I answered the question you asked, 
Mr. C ie eae that we can get by within the limitation of $245 this 
fiscal year. We are not exce eding the $ 245. 2 

Next year, in fiscal 1959, if we were to recognize the requirements 
of the commanders as they came in, it would approximate somewhere 
in the neighborhood of $260. These are all being evaluated, however, 
that is what they stated they needed. 

Mr. Miter. Would you yield for one question, Mr. Sikes? 

Mr. Manon. Let us let him finish his statement. 

Colonel Wirrsropr. That is all I have, sir. 

Mr. Mitter. I thought he w as through. 

Mr. Manon. Any further comment from you, General? 

General FrrepMan. Sir 





TEACHING OF LANGUAGE 


Mr. Mitter. Mr. Sikes yielded. 

Both you and the gentleman from the Army have said that the 
pattern was the employment of native teachers in languages, to teach 
German in Germany and French in France. I suppose that comes 
out of nonappropriated funds. Why would that particular item be 
different from any other scholastic cost ? 


Mr. Stxrs. Because you teach it during the elementary years. Is 
that not so 
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Colonel Hixson. It is only in the elementary schools, sir, and it is in 
the elementary schools because it is not the usual practice in the States, 

Mr. Miter. I follow you. It is only at the early age because 
they are living in the country and they get it before they would in a 
comparable school in the continental United States. 

Colonel Hrxson. It is not the usual practice in schools in the States, 
sir. 

ADEQUACY OF FUNDS FOR AIR FORCE SCHOOLS 


Mr. Manon. General Friedman, are you a little concerned lest the 
$245 limitation for fiscal 1959 might unduly cramp and hinder the 
dependent educational program for the Air Force? 

General Frrepman. Mr. Chairman, as you know, I view this from 
a purely budgetary standpoint. Our review of the situation would 
indicate that we have somewhat a problem facing us if the $245 
limitation per student is held through fiscal year 1959. Also, I wish 
to indicate that during this year we have supplemented the amount 
by some $500,000 overall in order to provide the benefits which the 
gentleman previous to me mentioned. 

Mr. Wuirren. Would you yield to me, Mr. Chairman ? 

As I understand it, the Air Force is the only one which does not 
take the money which is provided and budget it for the school year, 

taking into consideration the number of schools. In my experience 

on this committee, many times the Air Force apparently is the only 
one which does not take what it gets and divide it out over the full 
year. I would like respectfully ‘to insist, Mr. Chairman, whatever 
the committee provides, that every service allocate on a full- -year basis 
and live with it. Otherwise, as the Air Force does so many other 
times, they spend their money and come in for a deficiency. I can- 
not understand why anybody running a school system would not 
allocate his funds on a proper basis and budget it for the school year. 
T cannot imagine a civilian school doing that. 

Perhaps I misunderstood you. 

Colonel Wrrreropr. I would like to clarify that. We do prorate 
the money we have on the basis of the whole year. The money we 
have is not sufficient. 


REASONS FOR AIR FORCE EXPENDITURES BEING BELOW LIMITATION 


Mr. Anprews. Mr. Chairman, may I ask the colonel a question ? 

You stated a minute ago, Colonel, that you left to the commanders 
certain flexibility. I understood you to say that instead of spending 
the $245 per pupil, you spent $230 per pupil. 

Colonel Wirrsropr. In that particular area, yes, sir. 

Mr. Anprews. What became of the other $15 per pupil? Explain 
the flexibility that the commander has and why $245 per pupil was 
not spent. 

Colonel Wirrrropr. I would like to answer that this way, sir: We 
come to Congress on the basis of the $245 as well as all the other 

requirements ‘the Air Force says it needs. We do not get all the re- 
quirements all the time. We have new requirements coming in to 
the program. 

Mr. Anprews. You did get the $245 for the school program, did 
you not? 
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Colonel Wirrsropr. If we want to put that aside, yes, sir, at the 
expense of carry ing out the mission. 

Mr. WuHIrTrEN What do you mean by carrying out the mission ? 

Mr. ANDREWS. That is what I would like to know. What be- 
comes of that $15 per pupil? The Congress appropriates it, and the 
Air Force does not use it for that purpose. 

Mr. Wuitten. Will you repeat that, Colonel ? 

Colonel Wirrsropr. Where the $15 goes? On the average, in 
1958 we estimate we will spend per pupil $237 against the $245 limi- 

tation. If we had all the money we needed, we probably would spend 
the $245, but we have other more important requirements in connec- 
tion with the defense of the country, in connection with our forces 
overseas, and they bite into it. 

Mr. Wuirren. What could that be? 

Colonel Wirrsropr. Air Force mission requirements. 

Mr. Manon. What does he mean, General Friedman ? 

General re Sir, because of our difficulty in the operation 
and maintenance area this year as well as in previous years, as we 
have indicated in our discussions on the operation and maintenance 
appropriation, we have had to forgo certain things which we felt 
were of a lesser priority. I do not mean to indicate . that we consider 
the education of children of dependents as of a low priority. 

Mr. Manon. Do you mean to say you have been diverting a bit of 
this $245 to other purposes ? 

General Friepman. No, sir. We feel as though the program has 
been maintained at a proper level with the exception that we could 
not afford to put the money in for the special language training, for 
the music, and for these other things which might not be found in 
all schools across the board. As a specific example which I think I 
brought out in discussing the operation and maintenance appropria- 
tion, we have off-duty education for our airmen which we were not 
able to maintain at the levels we desired. This is not because we 
think that is unimportant, but there are other things—fixed expenses, 
normal training requirements—which must be met. 

We have done what we feel represents the best balanced program 
interms of the overall requirements of the Air Force. 

Mr. Manon. In other words, if you get all the money you need 
for operation and maintenance, you will have no problem with this 
$245 limitation ? 

General Frrepman. I do not think this is the case as we currently 
see it for fiscal year 1959. I address my remarks specifically to the 
upcoming year. 

Mr. Miuier. Might I ask a question there, Mr. Chairman ? 

General. do I understand from your testimony that if the limita- 
tion had not been $245 but had been a higher figure, you still would 
not have spent any more on dependent educ: ation than you have spent 
right now ¢ 

General Frrepman. That is correct. 

(The following statement was subsequently submitted :) 

The primary reason the Air Force will not utilize the $245 per capita maximum 
is because of the self-imposed 5 percent reduction in civilian personnel expendi- 
tures effective October 31, 1957, for all field operating agencies. Rather than re- 
duce the number of teachers we reduced the administrative and clerical personnel 
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associated with the school program as well as all other activities in order to meet 
the 5 percent reduction. 

Mr. Osrertac. General Friedman, am I correct when I say the $245 
is a limitation and not a floor? In other words, these moneys are in- 
cluded in a broad appropriation of which it is only a small part, and 
therefore you are not required to spend $ $245 per pupil, but it is the ceil- 
ing under which you must operate in this field. 

General Frrepman. On an overall basis, Mr. Ostertag. However, 
if I recall the figure correctly—I think in the C anal J Zone, as an 
example—we have been paying something like $400 per student. 

Colonel Witrsropr. Yes. 

General Frrepman. But in the overall, it is not supposed to exceed 
the $245 limitation. 

HEARING PROCEDURE 


Mr. Manon. I would like to say for the record that this hearing is 
only a followup of many other hearings which have been held. Mr. 
Sikes, as chairman of the Army panel, has conducted many hearings 
and explored this very thor oughly in the past. I make reference now 
to the hearing which was held last year with regard to the Army por- 
tion of this program. I realize that we could pursue this matter fur- 
ther now, but it seems to me we might have the staff make further 
studies and investigations if we find that the information available to 
us from the hearing this morning is inadequate. 


COST TABULATIONS 


In connection with the information which we require, I wish you 
would please furnish for the record tables similar to those appearing 
on page 1453 of the 1958 fiscal year Army hearings expanded to in- 
clude Navy and Air Force statistics, for fiscal years 1957, 1! 58, and 
i959. These tables set forth student load, costs subject to, and costs not 
subject to limitation, the total of the two o aforementioned matters, plus 
the amount of deutschemark dollar equivalents. Will you give us that 
information for our further consideration ? 

(The information requested follows :) 

The tables referred to were developed when Canal Zone costs were not con- 
sidered to be subject to the limitation. Also prior to fiscal year 1958, within the 
total dollar limitation for the Department of Defense, sublimitations not always 
in identical amounts were given to each of the services. 

Commencing with fiscal year 1958, Canal Zone costs were charged to the limita- 
tion and each service was given a $245 limitation, therefore the title of part IL 


of the table is no longer appropriate. The title has been changed to reflect the 
current situation. 
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TaBLE I.—Costs subject to the Department of Defense limitation received by the 
Department of the Army 


| Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 


| } 
Army-operated schools: | 


Number of Army pupils. ......_--- ia to 7 cual lo 
er than Ariy-0p CS $9, 156,386 | $9,832,760 | $10, 171, 963 
Other than Army-operated schools (includes Navy and | 
Air Force-operated schools; tuition-fee schools; and | 
Panama Canal Zone schools): | | 
Number of Army pupils-.--.--------- as #. 7, 673 7, 504 | 7, 900 
ee -----| $2,120,474 | $2, 231, 240 | os se/ or 
Recapitulation: | | 
Sut wat oer beet... 3 : sasae! 46, 028 | 49, 240 | 51, 180 
Average cost per pupil..-...-.---- , - $245 $245 $245 
DOD limitation_-__........--- ; : as ae $245 | s 
| Oana hen os -- $11, 276, 860 $12, 064, 000 | $12, 539, 000 


1 Not yet established 


TaBLE IJ.—Cosis of Department of the Army dependents attending other Service- 
operated and Panama Canal Zone schools 


| Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 





Navy-operated schools: | 
Number of Army pupils. tis a 177 330 341 
Amount of funds-__. beens . | $131, 498 | $97, 350 | $104, 335 

Air Force-operated schools: 





Number of Army pupils. x 2, 572 | 2. 548 2. 630 

Amount of funds $673, 799 | $670, 100 $718, 410 
Panama Canal Zone schools: 

Number of Army pupils. ‘ 2 O70 | 1, 919 2 120 

Amount of funds-- ; $716, 126 “ $801. 360 
Recapitulation 

Number of Army pupils- : 5,119 5 091 

Amount of funds : $1, 521, 423 $1, 624. 105 





TaBLE I.—Costs subject to the Department of Defense limitation received by the 
Air Force 


| 


| Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 


Air Force operated schools 








Number Air Force pupils-__- , = 30, 395 33, 930 38, 933 

Amount of funds_- .-| $7,341, 980. 96 $7, 737, 816. 74 $9, 447, 092. 45 
Tuition-fee schools 

Number Air Force pupils 2, 930 3, 035 | 3, 432 

Amount of funds $604, 322. 34 $802, 338. 00 | $939, 398. 67 
Recapitulation, within DOD limitation | 

Number Air Force pupils- 3 <email 33, 325 965 2, 36 

Average cost per pupil $238. 44 | 1.03 $245. 16 

DOD limitation $245. 00 $245. 00 $245. 00 

Amount of funds_ _- | $7,946, 303. 30 $8, 540, 154. 74 $10, 386, 491. 12 


TaBLe II1.—Costs of Air Force dependents attending Army, Navy and Panama Canal 
Zone operated schools 


Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 





Navy operated schools: } | 


Number Air Force pupils- 9, 162 | 456 | 483 

Amount of funds | $2,360, 735. 48 | $125, 994. 00 $118, 335. 00 
Army operated schools | 

Number Air Force pupils | ») 6, 995 7, 258 

Amount of funds $1, 860, 383. 25 $1, 776, 985. 00 
Panama Canal Zone schools: | } 

Number Air Force pupils- 692 | 645 | 731 

Amount of funds $278, 909. 50 | $261, 775. 00 $296, 676. 35 
Recapitulation, not subject to DOD limitation: | | 

Number Air Force pupils- 9, 854 8, 096 8, 467 

Amount of funds $2, 639, 644. 98 $2, 248,152.25 | $2, 191,996.35 


1 Pupils and cost included in Navy. 
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TaBLe III.—Budget estimate 


Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 


Total cost, education dependents program: | 
Number Air Force pupils | 43, 179 44, 416 | 50, 101 
Amount of funds $10, 585, 948. 28 | $10, 526,531.99 | $12, 281, 811, 19 
Appropriated funds within DOD limitation: | x 
Number Air Force pupils. i = 33, 325 | 36, 965 42, 365 
Amount of funds -* $7, 946, 303.30 | $8, 540,154.74 | $10, 386, 491. 12 
Appropriated funds not within DOD limitation: | 
Number Air Force pupils 9, 854 | 7,451 | 7, 736 
Amount of funds $2, 639, 644.98 | $1, 986,377.25 | $1,895, 320.00 


l 


TaBLE I.—Costs subject to the Department of Defense limitations received by the 
Department of the Navy 


Fiscal year 1957 | Fiscal year 1958 Fiscal year 1959 










Navy-operated schools | 
Number of Navy pupils. -. : 3 - ’ 4, 213 | 5, 568 5, 735 
Amount of funds__- : $945, 102.29 | $1, 259, 760.00 $1, 319, 050. 00 
Tuition-fee schools | 
Number of Navy pupils--. ° : 1, 734 2, 013 2.113 
Amount of funds___- $398, 522. 00 $495, 160. 00 $517, 685. 00 
Recapitulation, within DOD limitations: | 
Number of Navy pupils 7, 58] 7, 848 
Average cost per pupil . $225. 93 $231. 48 | $234. 03 
DOD limitation -- $245. 00 $245. 00 $245. 00 
Amount of funds._-- = $1, 343, 624.29 | $1, 754, 920.00 $1, 836, 735. 00 


TasBiLe II.—Costs of Department of the Navy dependents attending other service- 
operated and Panama Canal Zone schools 


; aby 
Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 


Army-operated schools 


Number of Navy pupils-.-. a 1, 400 | 1, 195 | 1, 230 

Amount of funds__.- seat $336, 000. 00 $286, 800 $297, 660 
Air-Force-operated schools | | 

Number of Navy pupils. -- a aad ka 298 640 659 

Amount of funds__. $67, 273. 48 $148, 263 $153, 547 
Panama Canal Zone schools 

Number of Navy pupils ; en 685 570 587 

Amount of funds.........-- siadilshis keh tea haamaecal $262, 885. 00 $233, 850 | $234, 800 
Recapitulation of above 

Number of Navy pupils ; ~~ | 2, 383 2, 405 2, 476 

Amount of funds-_..-- ee iatonaed : $666, 158. 48 $668, 913 $686, 007 





Budget estimates, 1959 





| = 7 
| Fiscal year 1957 | Fiscal year 1958 | Fiscal year 1959 








Total cost, education of dependents program: 





Number of Navy pupils &, 330 9, 986 
Amount of funds $2, 009, 782. 77 $2, 425, 833 
Appropriated funds within DOD limitations 

Numbe vy pupil Navy schools and tuition- 

fee sch | 5, 947 7, 581 7, 248 
Amount $1, 343, 624. 29 $1, 754, 920 | $1, 836, 735 
Number of ivy pupils in other service-operated | 

and Canal Zone schools---..- 2, 383 2, 405 | 2, 476 
Amount of funds... : $666, 158. 48 $668, 913 | $686, 007 


Mr. Manon. Did you say you have another question ? 
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ARMY AND NAVY SPENDING UP TO LIMITATIONS 


Mr. Anprews. I would like to know if the Army and Navy are 
spending the $245 per capita appropriation. 

Colonel Hixson. The Army is spending the $245, sir. 

Mr. Anprews. How about the Navy? 

Commander DurHam. Yes, sir. Ours runs within $2 of $245. 

Mr. Anprews. The Air Force is the only Service not spending the 
amount appropriated. 


IMPORTANCE OF HAVING ADEQUATE SCHOOLS 


Mr. Manon. One large company advertises on television as follows: 
“Progress is our most important product.” We think that the youth 
of the country, whether here or overseas, are the most important 

roduct of this country, and we want them to have adequate training. 
Fou have done your country a great disservice if you have come up 
here and presented us with information which is not reliable and 
which is misleading. I had the opinion that the program overseas 
was fairly well run and was fairly adequate, but there seems to be 
some difference of opinion. I hope you will make sure that the true 
facts are presented to this committee. Will you do that, Mr. Sec- 
retary 

Mr. Jackson. May I say just one word, sir. 

Mr. Manon. Yes. 

EFFECT OF NEW BILL 


Mr. Jackson. What has been said here with respect to concern and 
dissatisfaction on the part of the teachers is certainly correct. It 
developed from the problems which we have been working on for the 
past 2 years. The most serious one is taken care of by the bill. I 
talked with the president of the association during the summer when 
these matters were being formulated and being developed. By and 
large, I think she was quite pleased with the steps and the develop- 
ments which have taken place. I am sure when they get out to the 
field, morale among teachers will be altered and improved. 


PROBLEMS IN OVERSEAS SCHOOL PROGRAMS 


Mr. Fioop. May I say, Mr. Chairman, as you know, I have been 
a trial lawyer for a long time, and so have you and so have many of 
the members of this committee. I see around here a couple of ‘old, 
broken down D. A.’s such as I am. I have had occasion to plead 
surprise in many trial courts after I had talked to witnesses, and so 
have you. Were this is a court of record, I would now say, “May it 
please the Court, I plead surprise and insist upon my right to cross- 
examine.” But of course this is not that kind of tribunal. and there- 
fore I will not press it. if you know what I mean. 

Of course, Mr. Secretary, you talked to them in the summer. I am 
talking about September, October, and November, when I talked with 
. these people overseas. They talk to me a lot ret yan th: = they 

talk to you. <A lot of this prob a will be corrected if and when we 
are luc ky enough to get this legislation we are ed about. On 
that we agree. 
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This is a good school system. We understand that. There is no 
question about that. Many of the teachers I thought were conducting 
fine operations in all these countries. But that is no justification for 
you people to come in here today and pretend to brush under the rug 
all the things you know I know and I know you know. You simply 
have not divulged any of those things. Many of them have not 
been mentioned by any of you here today. 

You have said in your statement the Senate bill will take care of 
the following things, with which we have had trouble. That is right. 
I hope it does, and I am sure it will. But when you insist that on 
$245 per pupil you are going to do this job, w hen you discuss at no 
time the problem of supervision, administration, area controls, the 
miles and miles, as from Chicago to Mexico City, that some of these 
area supervisors must handle in speci ial areas, the fact that you have 
»ractically none in mathematics or in science in many areas, particu- 
Gas in the Army areas, that you have principals and supervisors 
doing clerical work and typing work, I saw them, there is much to this 
that you are not fair to this Congress about. 

All you said was that you are doing a good job, and I think you are. 
If you are satisfied with that statement and if this committee is 

satisfied that you are doing a good job and that is going to be that, 
then let us quit the hearing. ‘All right. I am not “satisfied. 


SOLUTION TO PROBLEMS 


Mr. Srxes. Surely the gentleman realizes that many of the problems 
he mentions are problems of administration which this committee can- 
not solve and which are not within the jurisdiction of this committee. 

Mr. Fioop. If you give them $260 per pupil, 99 percent of all the 
problems will be solved, and they can all do a proper job which will 
be a credit to you. 

Mr. Sixes. There is a mistaken theory that all problems can be 
solved by bigger and better appropriations. 

Mr. Fioop. Big enough, yes. This is the minimum. 

Mr. Stxes. The question is whether this is the proper approach to 
this problem. 

Mr. Manon. Every year we hear this same story: “We could just 
do wonders if we had more money.” 

Mr. Flood, let me recall to your mind some lines with which you 
are quite familiar. After Brutus or somebody had stabbed Julius 
Caesar, somebody said: “How many ages hence shall this, our lofty 
scene, be acted over in states unborn and accents yet unknown.” We 
probably will hear the story again. 

Mr. Fioop. You forget the whole first act of that play, don’t you? 
Do you want me to recite that for you? That is the one we ought to 
put in the record. That is what I am talking about. You picked 
the wrong act. 

Mr. Wuirren. Mr. Chairman, if our friend, Mr. Flood, sets out to 
satisfy all the parents and all the teachers associations, I grant you & 
thousand years from now he will not have succeeded. 
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NEED FOR INCREASE IN LIMITATION 


Mr. Fioop. I would be the first to agree with you, and I have more 
sense, as you have, than to try. But what I am talking about is not 
waste, is not exorbitant. I am saying that I think the Congress and 
the committee and the departments are chiseling on this program 
The difference between $245 and $255 would be a proper program that 
vou could use as an exhibit overseas. You are not doing it with this 
one. 

Mr. Wuirren. Will the gentleman yield here. 

Mr. Fioop. Certainly. 

Mr. Warrtren. Let us look at the record here. We havea $245 limit 
on the Air Force, and they are not using that but are holding it down 
so as to have money available for other things they wish to do. Un- 
less they change their policies, with $260 they will just have more 
money with which to do something else, because the Air Force is not 
even coming up to the present limitation, according to the record 
which has been made here. 

Mr. Fioop. You know the Air Force has been a sacred cow since 
they were born. I know all about that, and I know how they oper- 
ate. So do you. The honeymoon is over. They know it. Next 
year they w ill be in business. 

Mr. Wuirten. They do not come to the limitation of $245 and we 
consider raising to $260. I think they should justify what use other 
than for schools they will use that $15 for. 

Mr. Frioop. They told you they cannot do it for $245 in 1959 fiscal 
year. They said for the 1959 fiscal year in the Air Force they can- 
not do what they have done without $260 because we have caught up 
to them on maintenance and operation funds. 

Mr. Ostertac. What side of the table are we sitting on? 

Mr. Fioop. I should be sitting on that side on this story. 

Mr. Sixes. We have a room full of witnesses representing all three 
services, none of whom have said anything about a lack of funds on 
this program. All of them have said they have a good program. 1] 
believe them. 

Mr. Manion. Thank you very much, gentlemen. 

Mr. Fioop. These reports T will give to the clerk. 

Mr. Manon. Yes; they will be included in the record. 


TEACHERS’ SALARIES, ETC. 


(The following information on teachers’ salaries and articles per- 
taining to Dependent Schools Overseas was submitted for the record 


by Mr. Flood :) 
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THE AMERICAN WEEKEND 


Articles pertaining to Dependent Schools overseas include the following: 

February 9, 1957: Are Your Children Getting Cheated? (p. 1, vol. 4, No 
London, England). Headline of continuation page: Top Educator 
Schools Need More Money. Interview with Dr 
Air Force Department of Schools, Europe. 

February 16, 1957: A Noted Educator Tells—How Good Are Dependent 
Schools? interview with Dr. Earl R. Sifert, Superintendent, Army Department 
of Schools, Europe. 

April 6, 1957: Local Schools Are Cheating Children, United States Teachers 
Claim, article by Hazel Guild on page 1 of United Kingdom edition, dateline 
Frankfurt, Germany, quoting often the president of the Overseas Teachers Asso- 
ciation, Miss Mary Hoague. 

April 13, 1957: United States Schools in United Kingdom Hit by Lack of 
Funds, page 1, dateline London. 

April 13, 1957: Local teachers Back Blast At School Fund Shortages, page 1 
article by Robert Korengold, dateline Paris, quoting often Mr. Whitman Pearson, 
Superintendent, Air Force Schools, France; School Needs In Pentagon, page 2, 
dateline Heidelberg, Germany, quoting Lt. Col. R. J. Elliott, Chief of the Army’s 
Dependent Education Section here. 

April 20, 1957: Are American Parents Overseas Shirking Their Responsibili- 
ties? Dateline Frankfurt, Germany, page 1; France Civilians Face 10 percent 
Pay Cut, dateline Paris; Protest Pot Boiling on United Kingdom Dependent 
School Woes, dateline London. 

April 27, 1957: Canadian Dependent Schools Have None of the United States 
woes; School Aid Seen Coming, dateline Paris. 

May 11, 1957: School Woes Keep Rolling, dateline Frankfurt, Germany. 

May 25, 1957: Salary Slash Argued, page 1, dateline Paris, headline of con- 
tinuation page: Military Fights Attempt To Cut Pay of Civilians. 

June 15, 1957: Overseas Teachers Voice Complaints, dateline Paris. 


. OO» 
Reports 
. J. A. Mason, Superintendent, 


THe STARS AND STRIPES, EUROPEAN EDITION 


Articles pertaining to dependent schools overseas include the following : 

May 3, 1956: Forces Ask $$ Hike For Schools Abroad. 

May 21, 1956 : Growing Pains—USAFE School Setup Will Be Reorganized. 

May 22, 1956: Defense Department Weighs School Policy Abroad. 

May 1956: House Group Criticizes Pentagon Management of Dependent 
Schools. Exact date unknown of this article on page 6, with dateline Washing- 
ton, May 4. 

January 24, 1957: Bomb Hoax Halts Tests at Frankfurt School. 

January 26, 1957: Schools of USAREUR To Add 35 Teachers. 

April 9, 1957: At Shuh Theater Friday—HS Bands To Meet in Festival. 

April 17, 1957: Teacher Sets D. C. Trip on Schools Plan. 

April 30, aaa USAFE Schools To Get 435 New Instructors. 

May 2, 1957 : Education Unit Lauds Schools in USAREUR. 

May 3, 1957 : Retirement Setup Opposed by ROA. 

May 24, 1957: Major at National Meet Urges Men Join PTA, dateline Cin- 
cinnati (United Press). 

June 10, 1957: Covers 20 Schools on 3 Continents—USAFE Pupils Edit First 
Joint Annual. 

Other articles believed to have appeared in issues of March 6 (probable date 
of first article), March 7, May 5, June 21, and October 2, 1956. 

Other articles possibly in The Stars and Stripes: 

September 1956: Hébert Praises USAFE Housing, School Programs; Weis- 
baden, Germany, September 23, Stars and Stripes. 


October 1956: Teachers Group To Meet in Munic h, dateline Heidelberg, Ger- 
many, October 2 (special). 


600 Needed for 1957-58—USAREUR To Cover United States in Search for 
Teachers. 

Dateline Karlsruhe, Germany (special); (no date); probably January 1957. 

Articles applicable to personnel in dependent schools : 

Pentagon Held Seeking Boosts for Civilians, dateline, Washington (Stars and 
Stripes) ; article on page 9, probably December 1956. 

Wilson Starts Pushing Cordiner Plan To Boost Military, Civilian Salaries 
(dateline Washington, Stars and Stripes). 


Federal Workers Seek Pay Boost, two datelines, both undated: Washington 
(United Press) and (Associated Press). 





568 


ARMY, NAvy, AIR FORCE JOURNAL 





Articles pertaining to dependent schools overseas include the following: 

April 7, 1950: School Doors Will Slam Shut Early on Hundreds of Army 
Children, pages 1-7. Children’s Schools, editorial, page 10. USAFE-Sponsored 
Youth Activities Plan Embraces 10,519 Service Children. 

April 14, 1956: Secretary Brucker Snips Redtape, Gets Money for School- 
children, page 1. School Dilemma Solved, editorial page. Army Secretary 
Brucker’s * * *, in Memo for Journal Readers, page 12. 

April 21, 1956: The Army’s Dependent School. 

May 19, 1956: The School Situation * * * in Memo for Journal Readers, page 
12. Seek Better Program for Schools and Teachers, page 10. (Letter to the 
Editor from the chairman of the teachers’ association, Miss Mary Hoague), 

May 26, 1956: The Services Are Hopeful * * *, in Memo for Journal Readers, 
page 12. 

April 13, 1957: Schools for Children. 


Wepnespay, Aprin 16, 1958. 


COMMISSARY STORE AND EXCHANGE 
OPERATIONS 


WITNESSES 


STEPHEN S. JACKSON, DEPUTY ASSISTANT SECRETARY OF DEFENSE 
(MANPOWER, PERSONNEL, AND RESERVE) 

MAJ. GEN. H. C. PARKS, USAF, DIRECTOR, ARMY AND AIR FORCE 
EXCHANGE SERVICE 

BRIG. GEN. T. B. EVANS, ACTING ASSISTANT QUARTERMASTER FOR 
ADMINISTRATION 

REAR ADM. T. L. BECKNELL, SC, USN, ASSISTANT CHIEF, BUREAU 
OF SUPPLIES AND ACCOUNTS 

BRIG. GEN. J. P. BERKLEY, USMC, ASSISTANT CHIEF OF STAFF, 
PERSONNEL, HEADQUARTERS, MARINE CORPS 

A. C. PURYEAR, GENERAL SUPPORT AND SERVICES DIVISION, DI- 
RECTORATE OF SUPPLY AND SERVICES, DCS/MATERIEL, HEAD- 
QUARTERS, USAF 

BRIG. GEN. R. J. FRIEDMAN, DCS/COMPTROLLER, DEPUTY DIRECTOR 
OF BUDGET, HEADQUARTERS, USAF 


Mr. Suerrarp. At this point in the record we will insert the results 
of the inquiry into the “Commissary store and exchange operations” 
of the Department of Defense. 
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(The report referred to is as follows:) 


| 

| A REPORT TO THE COMMITTEE ON APPROPRIATIONS 
UNITED STATES HOUSE OF REPRESENTATIVES, ON 

| AN INQUIRY INTO COMMISSARY STORE AND EX- 

CHANGE OPERATIONS, DEPARTMENT OF DEFENSE 


Surveys and Investigations Staff, November 1957 
SUMMARY AND TABLE OF CONTENTS 


I. Directive. 
Il. Introduction. 

Inquiry made concerning the support which Department of 
Defense commissary stores “and exchanges in continental United 
States receive from appropriated funds and, also, estimated 
number of patrons authorized to shop at these resale activities. 

II. Organization and scope of resale activities. 
A. Commissary stores. 

Commissary stores are operated with appropriated funds, sub- 
ject to reimbursement for cost of merchandise and certain desig- 
nated expenses including operating supplies, equipment, and 
utility services. They are neither designated to generate : 
profit nor are they required to be self-supporting. “Their oe 
jective is to supply typical supermarket merchandise to author- 
ized patrons consisting principally of active and retired military 
personnel. There are 228 stores in the continental United States 
Ww = fiscal year 1957 sala of $300 million. 

. Army. 

9, Air Force. 

3. Navy. 

4. Marine Corps. 

B. Exchanges. 

Exchanges are operated with nonappropriated funds, but re- 
ceive support from appropriated funds, principally in the form 
of pay and allowances of military personnel and the use of build- 
ings. They are designated to furnish services and consumer 
goods to authorized patrons, and to generate profits to support 
welfare and recreational programs. There are 670 main and 
branch exchanges within the continental United States with total 
sales for fiscal year 1957 of $550,661,792. Approximately 
$36,400,000 of continental United States exchange revenue was 
made available to welfare and recreational activities during 
— year 1957. 

Army and Air Force. 

2 Navy. 

3. Marine Corps. 

Utilization and cost of personnel. 
A. Commissary stores. 

Appropriated funds bear cost of both military pay and allow- 
ances of $10,747,734 and civilian salaries of $14,385,871. Total 
payroll cost of $25 ),133,605 represents ratio of 8.4 percent to sales. 
Personnel cost of privately owned supermarkets represent 9.4 per- 


IV 
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cent of sales. Individual Services have payroll costs varying 
from 7.0 to 10.7 percent in relation to sales. 

1. Army. 

2. Air Force. 

3. Navy. 

4. Marine Corps. 

B. Exchanges. 

Appropriated funds bear cost of pay and allowances of milita 
personnel totaling $7,815,478. Civilian salaries of $75,896,551 or 
91 percent of personnel costs paid by nonappropriated funds, 
Service policy in the utilization of enlisted personnel in exchanges 
is not uniform. Army uses 9 and Air Force 110 enlisted person- 
nel whereas Navy uses 817 and Marine Corps 845. Military per. 
sonnel. costs have ratio to sales of 0.3 and 0.6 percent in Army and 
Air Force, and 2.5 and 5.2 percent in Navy and Marine Corps, 
Navy and Marine Corps use of enlisted personnel is reported to 
result largely from training and rotation requirements and the 
inability of small exchanges to pay salaries of civilian employees, 

1. Army and Air Force. 

2. Navy. 

3. Marine Corps. 

C. Command supervision. 

In addition to operational and management personnel costs, 
there exists at various levels command supervision of resale activ- 
ities. The need for such supervision would exist whether resale 
activities were operated by the military or privately operated. 
No accurate estimate can be made of the cost to appropriated 
funds. 

Utilization and cost of Federally furnished facilities, equipment 
and utilities. 
A. Facilities. 

1. Introduction: Buildings housing comissary stores and ex- 
changes are federally furnished on a nonreimbursable basis. 
Type and suitability of structures vary widely ranging from 
temporary structures, the estimated useful life of which has ex- 

ired, to new buildings constructed especially for resale activity. 
pahea es have paid for an undetermined amount of modifica- 
tion of buildings furnished, and in some cases nonappropriated 
funds have paid cost of construction of entire buildings, notably 
service stations. 

2. Estimated value of facilities: No practical means of deter- 
mining value of federally furnished facilities exists. Privately 
operated stores pay rental of 0.75 to 1.90 percent of sales for 
commissary store type operations, and from 1.6 to 4.1 percent 
for exchange type operations, depending upon location, sales 
volume and other factors. 

(a) Commissary stores. 
(6) Exchanges. 

3. New construction: During the past 5 years, approximately 
$2,881,000 has been expended from appropriated funds for new 
construction to house commissaries, and $13,925,000 for exchange 
facilities. 
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4. Maintenance and repair of facilities: Cost of exterior and 
structural maintenance and repair of both commissary stores and 
exchanges is born by appropriated funds; interior maintenance 
ordinar rily by nonappropriated funds, except Army and Air 
Force commissaries. 

(a) Commissary stores. 
(6) Exchanges. 
B. Equipment. 
Purchase and maintenance of equipment for both commissaries 
and exchanges is borne by nonappropriated funds, with exception 
of Navy, which i is authorized to use appropriated funds for the 
purchase of minimum essential equipment at newly commissioned 
or reactivated installations. Navy utilizes Government equip- 
ment costing approximately ‘ $2,500,000, but of a much lower de- 
preciated value, consisting principally of laundry, food-service, 
and office equipment. Other services use limited amount of Gov- 
ernment equipment. Maintenance of Government equipment 
paid by nonappropriated funds. 
C. Utilities. 

Utilities are initially paid by appropriated funds and reim- 
bursed from commissary store and exchange revenue. 
D. Common services. 

Resale activities receive support on a nonreimbursable basis in 
form of certain common services, such as fire and police protec- 
tion, and community improvements, such as roadways, sidewalks, 
and parking areas. The apportioned cost was not determined, 
due to difficulty of cost finding and fact that such services would 
exist without reference to needs of resale activities. 

E. Other costs. 

There exist additional areas of exchange and commissary store 
appropriated fund support of an indirect nature, such as inspec- 
tions and cost of hiring commissary civilian personnel, the actual 
or estimated cost of which cannot be determined. 

Clientele. 

There are approximately 6 million authorized exchange patrons 
within continental United States, consisting principally of 
uniformed and retired personnel, their dependents and widows. 
Virtually all uniformed personnel use exchange facilities to some 
extent, and retired personnel, their dependents and widows, 
utilize exchanges to a lesser degree, depending upon convenience 
of access to the sales outlet. 

The principal areas of authorized commissary and exchange 
patronage are virtually identical, with the cnoastlen that depend- 
ents are not entitled to commissary store privileges. The sig- 
nificance of this exception is reduced by the fact that the 
privilege of each commissary store patron embraces the needs 
of his dependents. It is estimated by the services that approxi- 
mately 634,000, or one-third, of the authorized patronage actu- 
ally exercise their commissary store privilege. 
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I. Directive 


By directive dated March 26, 1957, the committee instructed this 
staff to conduct an inquiry into operations of commissary stores and 
exchanges of the Department of Defense, directly or indirectly bear. 
ing on the use of appropriated funds, such as— 

(1) utilization and cost of military and civilian personnel; 

(2) utilization and cost of federally furnished facilities, 
utilities, and equipment; and 

(3) estimate of total clientele, broken down between (a) active, 
(6) inactive, and (c) civil service (including other civilian), 


Il. Inrropucrion 


This staff by committee request confined its inquiry into opera- 
tions of Department of Defense commissary stores and exchanges to 
the continental United States. 

Sales commissaries and post exchanges have been redesignated by 
the Department of Defense as commissary stores and excheaalll 
Likewise, ships’ service stores have been redesignated as exchanges, 

This report concerns the support which commissary stores and 
exchanges receive from appropriated funds with particular emphasis 
upon (1) utilization and cost of military and civilian personnel; 
(2) utilization and cost of federally Sasiatel facilities, utilities 
and equipment; and (3) the several categories of patrons entitled to 
commissary store Me exchange privileges as well as the estimated 
number of patrons actually exercising such privileges. 

Applicable directives, regulations, and policy statements were 
reviewed. Conferences were held with personnel responsible for the 
several facets of resale activity. Spot check verification of the data 
contained in this report has been made by this staff by means of 
visits to headquarters affected and individual commissary stores and 
exchanges. 

Appropri iated funds are affected in many ways and in varying de- 
gree by commissary store and exchange operations. The bearing 
which such operations have on the use of appropriated funds is of a 
mixed character. In some areas it is significant; in others, insignif- 
cant; however, the total impact is substantial. 

Essentially, exchanges are operated with nonappropriated funds, 
while commissary stores are operated with appropriated funds. Mate- 
rial elements of cost of both activities are paid from appropriated 
funds. 

Commissary store sales receipts and surcharge collections in excess 
of (1) cost of merchandise sold and (2) the actual operating expenses 
required to be recovered are accounted for as appropriated funds and 

carried as a reserve to cover equipment purchases and to supplement 
inadequate funds available at individual commissary stores. 

Exchange revenue not required for continued operation supplements 
appropriated funds for the support of welfare and recreational ac- 
tivities sponsored by the Military Establishment. 
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III. OrGanizaTIon AND Score or ResaLte ACTIvITIEs 
A. COMMISSARY STORES 


A commissary store is an armed services conducted activity resem- 
bling a supermar ket and serving clientele limited to authorized patrons 
consisting principally of military yersonnel. 

The character of the individua resale operation is similar to that 
conducted by le: ding grocery chains. The activity is not as extensive 
as that of some pri rately operated supermarkets, it being confined to 
grocery, meat, produce, and household-supplies sections. The items 
which it is authorized to stock and sell, as well as the assortment of 
brands, are subjec t to express limitations. 

Its operation is not designed to be self-supporting, and its primary 
ybjective is to supply typical grocery-store merchandise to authorized 
patrons. It is operated entirely with appropriated funds subject to 
reimbursement to the extent provided by policy and law. 

Congress has incorporated in recent Department of Defense ap- 
propriation acts a provision that no appropriations will be available 
for commissary store operation except upon recovery of certain speci- 
fied operating costs consisting of cost and maintenance of operating 
equipment, operating supplies, shrinkage, spoilage and pilferage of 
merchandise, and the actual or estimated cost of utilities in the con- 
tinental United States only. 

Funds with which to meet reimbursable operating expenses are ob- 
tained by means of either a markup or a surcharge. Resale revenue 
in excess of obligations incurred is not available for support of any 
nonappropriated fund activity. All sales are required to be for cash, 
except those made to authorized organizational patrons, such as serv- 
ice messes. 

Department of Defense appropriation acts of recent years have pro- 
hibited the use of appropriated funds for commissary store operation, 
except upon certification by the Secretary of Defense that items of 
satisfactory quality and qui untity normally procured from such stores 
were. not otherwise available through private commercial sources at a 
reasonable distance and price. Such certification is based on an an- 
nual survey of individual commissary store operations. 

Army and Air Force commissary stores are operated under au- 
thority granted by Congress in 1866. By statute, Army and Air 
Force commissaries are required to sell at cost. In 1909, Congress 
authorized the establishment of Navy and Marine Corps commissary 
stores, but did not require that merchandise be sold at cost. 

Commissary stores are operated by each of the armed services com- 
prising the Department of Defense. 

There are currently, a total of 228 commissary stores with annual 
sales of approximately $300 million located within the continental 
United States, as compared with 204 domestic stores having annual 
sales of approximately $154 million in 1954. The Air Force plans to 
establish 20, and the Army 3, new stores during fiscal year 1958, while 
the Navy will disestablish 2 stores. No change in existing stores is 
contemplated by the Marine Corps. 
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Current operations compare with those for 1954, as follows: 




















1954 ie: 1957 

pre ene eetier st 

| Number of Sales | Number of | Sales 

| stores | stores \ 

Poot Pek oes att Se. |\—— Se 
iia a eee ek 70 | $50,000, 000 | 67 | $106, 000, 000 
MR OOD S. aats.5 bibs snc dtssiede skis ota 93 57, 000, 000 119 120, 000, 000 
PE i iieea nner cea ebsites i 34 | 38,000, 000 | 34 | 60, 000, 000 
Ran RS. on Secs cd i 7 | 9, 000, 000 | s 14, 000, 000 
MMAR L i> DS's, 1d IRIE 204 | 154,000, 000 | 228 | 300, C00, 000 


Sales for fiscal year 1957 do not include Army and Air Force sur- 
charge collections in the approximate amounts of $3,125,000 and 
$3,500,000, respectively, whereas Navy and Marine Corps markup 
is included. 

Basic policies respecting commissary store operations are contained 
in the armed services commissary store regulation issued August 1, 
1949, by the Departments of the Army, Navy, and Air Force as the 
result of an agreement with the Philbin subcommittee of the House 
Armed Services Committee. This regulation has been amended from 
time to time. A pending Department of Defense directive would 
revise and reissue such regulations. There does not exist at this time 
any official Department of Defense directive regulating commissary 
store operations.. The individual] armed services have issued imple- 
menting commissary store regulations. 

The Navy and Marine Corps commissary stores function as separate 
and distinct operations, whereas the Army and Air Force commissary 
store is but a part of general commissary activity which includes troop- 
ses aay issue. 

Army.—The Quartermaster Genera] functions as the staff officer 
of the Department of the Army in connection with the technical 
supervision of all Army commissaries (troop-ration issue) and com- 
missary stores (resale stores). Operational control of commissaries, 
including commissary stores is the responsibility of the major com- 
mands, and includes organization, administration, and management. 
The respective major command quartermasters have overall responsi- 
bility for the supervision of all commissary activity, whereas the in- 
stallation quartermasters have direct responsibility for such activity. 

2. Air Force.—The Air Materiel Command implements policies and 
procedures established by Headquarters, United States Air Force, and 
exercises technical supervision over all Air Force commissaries 
(troop-ration issue) and commissary stores (resale stores). Opera- 
tional control of commissaries, including commissary stores, is the 
responsibility of the major commands, and installations within the 
individual commands have direct supervisory responsibility of such 
activities. 

3. Navy.—Navy commissary stores are an independent naval activity 
under the Bureau of Supplies and Accounts. Management and tech- 
nical control rest with the Navy Ship’s Store Office, “Brooklyn, N. 
This Office has a west-coast branch located at Oakland, Calif., which 
exercises delegated control over resale activities on the west coast and 
in Pacific Ocean areas. 

4, Marine Corps.—Each Marine ee commissary store operates 
as a separate activity under a military officer in charge, who is respon- 


sil 
re 
pe 


cO 
Se 
M: 


20 
301 
La 
Se 
Ite 
act 
tal 
act 
tr¢ 
an 


th 


Arn 


Nav 
Mai 


ins 


fu 
ust 
alr 
er! 
ba 


ar 





Te 





210 


sible for establishing selling prices of merchandise at a level assuring 
recovery of the cost of merchandise and reimbursable operating ex- 
penses. 

Marine Corps Headquarters formulates policy and exercises financial 
control over commissaries through the Subsistence Section, Materiel 
Service Branch, Materiel Division, Supply Department, United States 
Marine Corps. 

B. EXCHANGES 


An exchange is a resale operation furnishing services and consumer 
goods to anthori ized patrons consisting prince ipally of milit: ary per- 
sonnel and their dependents. Among services offered are barbershop, 
Laundry, dry cleaning, tailor shop, service station, and shoe repair. 
Services are prov ided e ither clirec tly oO r through conce ssion operators 
Items authorized for sale include aa and confections, tobacco and 
accessor ies, toiletries and dr ugs, house ‘wares and accessor les, and mili- 
tary and civilian clothing and accessories. The objectives of the 
activity is to (1) supply goods and render service to authorized pa- 
trons, and (2) produce revenue available for the support of welfare 
and recreational programs sponsored by the Military Establishment. 

The following is a summary of exchange operations conducted in 
the continental United States: 


1 Number of Number 1957 fiscal 
- * nair attache iles 
ch t ict t 

Army. 59 lif $178, 880, 347 
Air Force .- 120 188 183, 445, 502 
Navy 60 Rf) 139, 275, 687 
Marine Corps 47 le 49, 060, 256 
Total 286 384 550, 661, 792 


Attached activities consist of branch exchanges located at separate 
installations. 

Although exchanges are operated principally with nonappropriated 
funds, the activity does receive substantial support through the 
use of services and facilities paid from appropriated funds; for ex- 
ample, pay and allowance of military personnel and the use of Gov- 
ernment buildings, both of which are furnished on a nonreimbursable 
basis. 

Illustrative of the cost elements paid from nonappropriated funds 
are the pay and travel of civilian personnel at exchange sales activities, 
service centers and exchange headquarters; rental of premises not 
located on military installations; purchase and maintenance of equip- 
ment; commercial telegraph expenses; telephone service: interior im 
provement and renovation of buildings: and auditing services of pub- 
lic accounting firms. Exchanges are also required to reimburse the 
Government for the cost of heat, water, light, power and other utilities 
paid from appropriated funds. 

There exists among the Armed Services a sense that the financial 
support which recreational funds of the Military Establishment derive 
rom revenue generated by exchange activities should be taken into 
account when the measure of cost borne by appropriated funds is 
under consideration. 


Bee — 58... 97 








576 


In eves connection, approximately $36,400,000 of funds generated in 
fiscal y 1957 continental United States exchange operations were 
made Se thibis to local and central welfare and recreational activities 
sponsored by the several Armed Services. The following is a sun- 
mary of such support: 


Approximate Percent of 
contribution |exchange sales 


Army and Air Force $26, 000, 000 " 718 

Navy 8, 000, 000 

Marine Corps 2, 400, 000 4 
Total 36, 400, 000 6.61 


Army and Air Force Exchange Service worldwide dividends de- 
clared for fiscal year 1957 amounted to $47,500,000, of which approxi- 
mately $26 million was allocated to welfare and recreational funds 
within the continental United States. 

Department of Defense directive issued under date of January 6, 
1956, contains current basic exchange policies. This directive reissued 
the Armed Services Exchange Regul: ations, incorporating changes 
effected since its issuance on August 1, 1949. The several armed serv- 
ices comprising the Department of Defense have issued implementing 
procedures. 

Army and Air Force.—The Secretary of Defense has vested in 
the Secretary of the Army and the Secretary of the Air Force, jointly 
and coequally, all functions, powers and duties relating to exchange 
service activities within their respective departments. 

The Army and Air Force Exchange Service is the vehicle through 
which this responsibility is discharge ed. The Service is directed bya 
board of directors 

The Chief, Army and Air Force Exchange Service, acting for the 
board of directors, de svelops and promulgates through command chan- 
nels uniform operating policies, plans, programs and procedures and, 
together with his staff and field officers, administers the Army and Air 
Force Exchange Service. 

The Army and Air Force major commanders are responsible 
through command channels for the establishment, operation and com- 
mand | supervision of exchanges within their respective commands in 
accordance with department: al regulations and directives. 

The Army and Air Force Exchange Service has five service centers 
which have responsibility, within specified geographical areas, of pro- 
viding accounting services, technical assistance, procurement services, 
mani igement assistance and personnel administration. 

Naw y.—Management and technical control over Navy exchanges 
is sian in the Chief of the Bureau of Supplies and Accounts, De 
partment of the Navy. This control has been delegated to the Navy 
ship’s store office, w hich exercises such control through the command- 
ing officers of naval activities where exchanges are located. The mili- 
tary control of exchanges is exercised by commanding ofticers of naval 
activities in the same manner as other units of the command. 
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Marine Corps.—The technical supervision of Marine Corps ex- 
vhanges is vested in the officer-in-charge, Marine Corps Exchange 
Service. Marine Corps Headquarters. The command responsibility 
for the operation of Marine Corps exchanges is vested in the com 
manding officer of the activity at which the particular exchange is 
located. Subject to this supervision and control, each exchange oper- 
ates as an independent unit. 


IV. Urinization anp Cost or Prersonnen 


An import: int cost element of commissary i and exchange op 
erations having a direct and substantial effec t upon the use of appro 
priated funds is * the pay and allowances of personnel. 

Neither the Department of Defense Armed Services Exchange 
Regulations nor the Armed Services Commissary Store Regulation 
contains any provision for personnel utilization in the operation of 
exchanges and commissary stores, except that exchanges are required 
to be self-sustaining with respect to the payment of salaries of c ‘ivilian 
employees. 

Appropriated funds bear the cost of both militar y and civilian com 
missary personnel and military exchange personnel. Civilian ex- 
change personnel costs are borne by nonappropriated funds. 


\. COMMISSARY STORES 


The cost of all military and civilian personnel employed i in commis- 
sary store activ ities, amounting to approxim itely $25,153,605 during 
fiscal year 1957, was paid from appropriated funds. Of this amount, 
$14,385,871 represents pay of civilian personnel, while the remainder 
of $10,747,754 consists of pay and allowances of officer and enlisted 
military personnel. This cost represents a ratio of 8.4 percent to total 
sales amounting to $299,797,456. A special study by the Department 
of Commerce of the 1953 operations of privately owned supermarkets 
indicates that personnel costs amounted to 9.4 percent of sales. 

The following is a summary of the 1957 fiscal year cost and utiliza- 
tion of personnel for commissary store operations within the conti- 
nental limits of the United States: 
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Army.—Current directives prescribe that an Army commissary 
a be oper: ated by an officer who will function under the general 
supervision of the installation quartermaster 

Commissary stores are staffed by both military and civilian per- 
sonnel and the number assigned or employed varies with local installa- 
tion requirements, usually on the basis of dollar sales volume and in 
accordance with prescribed staffing guide. 

The current Department of the oe policy prescribes that posi- 
tions at enlisted level will ordinarily be filled by civilians. 

As of June 30, 1957, there were 2,291 military and civilian com- 
missary store personnel assigned to duty at 67 installations within 
the continental United States. The total 1957 fiscal year cost of 
such personnel was $9,410,604. 

The following analysis reflects the relationship between personnel 
and payroll costs for the fiscal year 1957: 


Number I I I Percen 
Military personne! 614 26.8 $2, 090, 220 22. 2 
Civilian personne! 1, 677 73.2 7, 320, 384 77.8 
Total 2, 291 100. 0 9, 410, 604 100. 0 


As related to total ig of Army commissary stores in the con- 
tinental United States for the fiscal year 1957 in the amount of 
$105,810.450, the cost of person nel is 8.9 percent. 

The number of military and civilian personnel represents the per- 
sonnel assigned to the commissary store oper: itions. Fi ield test checks 
by this staff disclosed, however, that in a number of instances a pro 
rata allocation of office and commissary issue personnel was included 
in the commissary store personnel data. Military and civilian pay- 
roll cost does include a pro rata share of personnel payroll cost 
actually incurred in office and issue warehouse activities. Also in 
eluded is the cost of borrowed labor, which represents work performed 
in the commissary store by military or civilian personnel whose pri- 
mary duty assignments are other than the store activ ity. 

Likewise, such cost includes assigned commissary store personne! 


‘used to operate motor vehicles employed in commissary store opera- 


tions. When drivers are furnished by another activity, drivers’ pay 
is not included. Addition: lly, the pi ayroll cost. of milit: ary personnel 
employed in the performance of annual inventory is not included. 
This is normally an additional duty assignment involving little or no 
cost to appropriated funds. The utilization of military personnel in- 
volved is not ap pre ciable. 

Air Force —Current directives i scribe that an Air Force com- 
missary will be oper: ated by a commissioned or warrant officer or 
civilian designated by t he install: Sadar commander. 

Commissary stores are staffed by both military and civilian per- 
sonnel and the number assigned varies according to local requirements. 
Generally the store is staffed according to guides which contain the 
occupational positions required and the number of personnel au- 
thorized in accordance with dollar sales volume. The guide does not 
indicate whether authorized positions are to be filled by military or 
civilian personnel. 
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As of June 30, 1957,-there were 2,108 military and civilian com- 
missary store personnel assigned to duty at 119 installations within 
the continental limits of the United States. The total 1957 fiscal year 
payroll cost of such personnel was $8,420,041. 

The followi ing analysis shows the rels ationship between military and 
civilian personnel with regard to both number of employees and pay- 
roll cost: 


Number Percent | Payroll | Percent 
Military personnel 1, 234 58.5 $3, 998, 050 47.5 
Civilian personnel 874 | 41.5 | 4,421, 991 52.5 
Total A 2, 108 100. 0 8, 420, 041 100.6 


As related to total sales of Air Force commissary stores in the con- 
tinental United States for fiscal year 1957 in the amount of $119.- 
670.114, the cost of personnel is 7.0 percent. 

The numbers of military and civilian personnel represent the actual 
personnel assigned to the commissary store operations, together with 
a pro rata share of office and issue w “arehouse personnel whose duties 
include both issue and store activities. Not included in the personnel 
data are approximately 238 military and civilian personnel who rep- 
resent an average of 2 ( ‘omptroller personnel performing account- 
ing duties for each commissary operation. Accordingly, the analysis 
does not include the pro rata share of ( ‘omptroller personnel payroll 
cost allocable to commissary store operations. 

Navy.—The assignment of military rather than civilian person- 
a ‘to duty as a commissary store officer is the established policy of 
the Navy. There are from 1 to 5 officers assigned to each commissary 
store depending upon the sales volume and complexity of the partic- 
ular operation. As of August 15, 1957, there was an allowance of 69 
officers for such assignment. The estimated annual cost to appro- 
priated funds is $456,518 computed, by rank, from average pay and 
allowances. 

The Navy ship’s store office located at Brooklyn, N. Y., has an allow- 
ance of 9 officers with total pav and allowances, by rank, of 
$74,088. The estimated cost allocable to commissary store operations 
is 16.2 percent or $12.002, based on the sales volume of the several 
activities of Navy ship’s store office. This represents the cost of 
approximately one officer. 

The west coast branch of the Navy ship’s store office has three officers 
assigned; however, the portion of their time devoted to commissary 
store operations within the continental United States does not rep- 
resent a significant cost to appropriated funds. 

Both enlisted and civilian personnel are employed in the Navy com- 
missary stores. The allowance for enlisted personnel as of August 
1957 was 1.121. The estimated annual cost to appropriated funds is 
$3.683.823 computed, by rate, from average pav and allowances. 

The staffing of commissary stores is included in the overall allow- 
ance for the Bureau of Supplies and Accounts rather then the indi- 
vidual station allowances as is the case in exchange activity. Station 
commanders do, however, furnish personnel for duty in commissary 
stores in the form of working parties. This personnel is provided 
from enlisted strength available to the commanding officer which is 
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not otherwise assigned specific duties, such as transients and prison- 
ers. The pay and allowances of such personnel and its applicability 
to commissary store operations is not available. It was stated by the 
Ship’s Store Division, Bureau of Supplies and Accounts, that the uti- 
lization of such personnel does not constitute an additional cost to 
appropriated funds, although the division admitted commissary 
store activity does benefit from such services. 

Civilians are employed to the extent permitted by existing ceilings 
and available funds. As of June 30, 1957, there were 456 civilians 
employed in commissary store operations. The total cost for civilian 
commissary store personnel during fiscal year 1957 was $1,659,696. 

Civilian salaries for personnel of the Navy Ship’s Store Office are 
paid from nonappropriated funds, which results in limited support 
of commissary store operations by exchange activities. 

The following estimate of personnel costs to appropriated funds is 
based on the allowed number of military personnel and the actual 
number of civilian employees : 


Num ber Percent Amount Percent 

Officer 
Stores 69 42 $456, 518 73 
NSSO 1 0 12, 002 2 
Enlisted 1, 121 68.1 3, 683, 823 63. 4 
Total 1,191 72.3 4, 152, 343 71.4 
Civilian 456 27.7 1, 659, 696 28 6 
Total 1, 647 100.0 5, 812, 039 100.0 


As related to total sales of Navy commissaries in the continental 


United States for fiscal year 1957 of $60,342,000, the cost of personnel 
is 9.6 percent. 

A survey conducted by the Navy of the actual number of military 
personnel assigned commissary store duties as of June 30, 1957, dis- 
closed that 1.203 military personnel were being utilized at an annual 
cost of $3,984,440. 

This staff has been advised by the Ship’s Store Division, Bureau of 
Supplies and Accounts, that the recently ordered Department of De 
fense manpower cut will result in a reduction of 100 commissary store 
personnel during fiscal year 1958 and the closing of 2 commissary 
stores. 

4. Marine ( Or ps. It is the policy of the Marine Corps to place an 
officer in charge of each commissary store. Assistant commissary store 
officers are not assigned on a full-time basis; however, an officer other 
wise assigned to a Marine Corps facility may be assigned the duties 
of assistant commissary store officer as additional duty to act in the 
absence of the commissary store officer and provide part-time support. 
This staff has been advised by Marine Corps Headquarters that the 
only exception to this is at Camp Pendleton, Calif., where the assist- 
ant commissary store officer devotes sufficient of his time to commissary 
store duties that it may be considered his primary duty. 

By comparison, as of June 30, 1957, the Tables of Organization for 
the various Marine Corps activities in the continental United States 
provided for the assignment of 11 officers to commissary store duty. 
Applying the average pay and allowances, by rank, of officers allowed 
represents an annual cost to appropriated funds of $72,565. 
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As of June 30, 1957, there were nine officers actually assigned to 
commissary store duty. The annual cost to appropriated funds for 
this personnel based upon average cost of pay and allowances, by rank, 
is $62,374. 

The Subsistence Section at Marine Corps Headquarters has two 
officers assigned; however, their duties are primarily concerned with 
subsistence matters and they estimate that no more than 5 percent of 
their time is spent on commissary store matters. Based upon this esti- 
mate, their pay and allowances do not constitute a significant or addi- 
tional cost to appropriated funds. 

It is the policy of the Marine Corps to assign enlisted personnel in 
supervisory capacities while filling remaining personnel requirements 
with civilian employees. The Tables of Organization for the manning 
of commissary stores of June 30, 1957, provided for 141 enlisted per- 
sonnel. The average pay and allowances, by rank, for personnel so 
allowed represents an annual cost to appropriated funds of $434,556. 

By comparison, as of June 30, 1957, there were 126 enlisted person- 
nel actually assigned to commissary duty at an annual cost, based upon 
average pay and allowances, by rank, of $396,255. 

The Marine Corps estimates that approximately 30 percent of the 
time of military personnel is devoted to other than commissary store 
duty, such as training, inspections, and ceremonies. 

As of June 30, 1957, there were 273 civilians employed in commissary 
stores in the continental United States. The fiscal year 1957 cost for 
civilian personnel was $983,800. 

The following estimate of personnel costs to appropriated funds is 
based on the allowed number of military personnel and the actual 
number of civilian employees: 


Number Percent Cost Percent 
Officer 11 2.6 $72, 565 | 4.9 
Enlisted. -_- fs 141 33. 2 434, 556 29.1 
Total 152 35.8 507, 121 34.0 
Civilian 273 64. 2 983, 800 66.0 
Total 4 425 100. 0 1, 490, 921 100.0 


As related to total sales of Marine Corps commissary stores in the 
continental United States for fiscal year 1957 of $13,974,892, the cost 
of personnel is 10.7 percent. 


3. EXCHANGES 


The Department of Defense Armed Services Exchange Regulations 
are silent on the assignment of military personnel to exchange duty, 
but do provide that exchanges shall be self-sustaining with respect to 
the payment of salaries to civilian employees. 

Military officer personnel are assigned to exchange duty in accord- 
ance with regulations issued by each service. 

There does not exist among the armed services either uniform policy 
or uniform practice with respect to the assignment of enlisted per- 
sonnel to exchange duty. 

Army and Air Force regulations provide that enlisted personnel 
may be assigned to an exchange as a primary military duty only when 


civilian personnel are not available and when so authorized in official 
manning documents. Navy and Marine Corps regulations provide 
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for the assignment of enlisted personnel to exchange duty on a much 
less restrictive basis. Both services assign enlisted personnel Lo 
exchange duty to a much greater extent than either the Army or the 
Air Force. 

Although the difference in practice is reported to result from Navy 
and Marine Corps training and rotation requirements, it is admitted 
by the Policy Division, Bureau of Naval Personnel, that appropriated 
funds are affected to the extent that the assignment of enlisted per- 
sonnel to exchange duty relieves the activity of the expense of civilian 
employees paid from nonappropriated funds. 

The cost and utilization of military personnel for exch inge opera 
tions within the continental United States is summarized as follows: 


Cost and utilization of mililary exchanae personne 
All services Army Air Force Navy Marine Corps 
Sales for fiscal y 1957 $550, 661, 792 | $178, 880,347 | $183, 445,502 $139, 275, 687 $49, 060, 256 
Number of military personne] 
Officer SO 13t 212 106 47 
Enlisted 1, 781 9 110 817 845 
Total 2, 282 145 i 322 923 R92 
Cost of military yp 
Officer $2, 553, 931 $593, 073 $979, O67 $7()1. 808 $279, 893 
Enlisted . 5, 261, 547 26, 320 178, 930 2, 784, 401 2, 271, 896 
Total_- 7, 815, 478 619, 393 1, 157, 997 3. 486, 299 2, 551, 789 
Ratio of co \ I 
nel 1.4 } ), € - - 
1 Includes Headqu rs Army and Air Force Exchange Service and Service Center personne] 


It is noted from the above tabulation that the annual cost to appro- 
priated funds for military personnel assigned to exchange duty is 
$7,815,478, which represents a ratio of 1.4 percent to the total sales. 

In addition to military personnel, civilians are extensively employed 
in exchange activities. ‘The employment of civilian personnel does 
not affect appropriated funds, since civilian employes are paid from 
exchange revenue. Exchanges also, to some extent, utilize military 
personnel on a spare-time basis, the cost of which is also paid from 
nonappropriated funds. 

The relationship between appropriated-fund and nonappropriated- 
fund personnel costs is shown in the following summary : 


Cost and utilization of exchange personnel 





eS 
| All services Army Air Force Navy Marine Corps 
| 
Amount | Per- Amount Per- | Amount Per- | Amount | Per- | Amount | Per- 
cent cent | cent | cent cent 
ile i 
Military - $7, 815, 478 9 $619, 393 2)2 $1, 157, 997 5/$3, 486, 200 14/$2, 551, 789 32 
Civilian 75, S96, 551 91/1 25, 325, 257 98) 24, 420, 423 95} 20, 732, 038 86) 5, 418, 833 68 
Total 83, 712, 029 100 25, 944, 650 100) 25, 578, 42) 100 24, 218, 337 100) 7, 970, 622 100 
Number of civil- 
lan personne! 28, 697 19, 384 9, 307 8, 396 1, 610 


' Includes 1,144 Headquarters Army and Air Force Exchange Service and Service Center employees and 
related pay aggregating $3,204,824. 


* Includes 21 Headquarters Army and Air Force Exchange Service and Service Center military personnel 
and related pay and allowances aggregating $177,754. 
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Army and Air Force.—At the close of fiscal year 1957 the Army 
he ‘i 136 officers and 9 enlisted personnel assigned to installation ex- 
change duties on a full-time or part-time basis and the Air Force had 
193 officers and 108 enlisted personnel similarly assigned. In addition, 
there were 19 officers and 2 enlisted personnel assigned to duty with the 
Army and Air Force Exchange Service Headquarters in New York, 
N. Y., and Washington, D. C., and the 5 service centers. 

For purposes of determining the number of military personnel 
assigned to exchange duties and the cost of such personnel for fiscal 
vear 1957, a manpower survey was conducted by the Army and Air 
Force. The personnel data developed covered the number of officer 
and enlisted personnel, by grade, engaged in exchange duties as of 
June 30, 1957. The cost of military personnel was based on the esti- 
mated time expended by officers and enlisted personnel, by grade, en- 
gaged full time or part time in installation exchange operations during 
fiscal year 1957. The unit of measurement was 1 man-week or the 
time an officer or enlisted man was engaged in exchange operations 
during a workweek of 40 hours. In order to determine the total costs 
of military personnel, based on the number of man-weeks expended, 
military compensation rates as developed by the Army and Air Force 
were applied for costing purposes. 

The total cost of Army military personnel assigned to exchange 
duties at various installations within the continental limits of the 
United States amounted to $619.393 for fiseal year 1957. The cost of 
officer personnel amounted to $593,073 and the cost of enlisted per- 
sonnel amounted to $26,320. 

The total cost of Air F orce military personnel assigned to exchange 
duties at various installations within the continental limits of the 
United States amounted to $980.243 for fiscal year 1957. The cost 
of officer personnel amounted to $803,461 and the cost of enlisted per- 
sonnel amounted to $176,782. 

The total cost of Headquarters Army and Air Force Exchange 
Service and service center military personnel amounted to $177,754. 
The cost of officer personnel amounted to $175,606 and the cost of en- 
listed personnel amounted to $2,148 for fiscal year 1957. The number 
of militarv personnel and related costs are included in the Air Force 
section of the cost and utilization of military exchange personnel 
summary. 

The assignment of enlisted personnel to Army and Air Force ex- 
changes as a primary duty is not authorized excent where civilian 
personnel are not available and then only when specifically authorized 
in official personnel allotments. As indicated in the cost and utiliza- 
tion of military exchange personnel summary and in the preceding 
comments. the Army had 9 and the Air Force had 110 enlisted per- 
sonnel assigned to exchange duties as of June 30, 1957. Of the total 
119 Army and Air Force enlisted personnel, 107 Air Force personnel 
are assigned as exchange managers and exchange clerks in remotely 
located or relatively small Air Defense Command activities. The 
remaining 12 enlisted personnel are assigned as follows: Two to Head- 
quarters Army and Air Force Exchange Service: 9 to Army installa- 
tions: and 1 to another Air Force activity. . 

In addition to the above personnel and cost data the survey con- 
ducted by the Army and Air Force ascertained travel costs incurred 
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by military personnel in the performance of exchange duty paid from 
appropri: ated funds for fiscal year 1957 as follows: 


Army eee aban titinde so tah sitedoschedachetaheinitaoteatecde Gepbhense is ‘ _._. $10, 744 
Air Force _ — Cintas ghin haga is ANd abit se Na aimaraansicaaak aa eae 
Headquarters and service centers te St a re ae 31, 042 

Total travel costs pao. a 8, Ee aes . ow “SOSSE0 


2, Navy. —The assignment of military rather than civilian personnel 
ot as exchange officers is the established policy of the Navy as set 
forth in Navy Exchange Regulations which require that every main 
Tne must be managed by an oflicer of the Supply Corps. Branch 

exch: inges may havea A milité ary or civilian manager, responsible to the 
main exchange officer. Depe nding upon the volume of sales and com- 
ple xity of the oper: ation, one or more military assistant exchange offi 
cers May be assigned to a main exc he inge or as Manager of : 1 branc! 1 
exchange. 

Officers assigned to exchange duty perform this duty as their pri 
mary function while so assigned: however, they may also have addi- 
tional military duties. They are rotated on a regular basis to sea duty 
and other shore assignments within the Supply Corps unrelated to 
exchange operations. 

As of August 1957, there was an allowance of 102 officers for assign 
ment to exchange duty. Of this number, 62 were main exchange offi- 
cers and the remainder assistant exchange officers. Applying the 
average pay and allowances, by rank, to the authorized strength for 
exchange and assistant exchange officers, the annual cost for such 
pe sonnel amounts to $670,633. 

The total pay and allowances, by rank, of the Navy ship’s store office 
officer allowance is $74,088, of which it is estimated that 42.2 percent or 
$31,265 is allocable to exchange operations based on total sales volume. 
This represents the cost of approximately four officers. 

The west coast branch of the Navy ship's store office has three officers 
assigned ; however, the portion of their time devoted to exchange activi 
ties does not represent a sign ee cost to app ropriated funds. 

It is the established poli cy of the N; avy that enlisted personn el may 
be employed in the operat! ion of exchan ges under the f following con 
ditions: 

l. In accordance W ith established allowances. 
Ze Assignment by the commanding officer. 
3. Ona voluntary basis outside of their regular working hours. 

This staff has been advised by the Policy Division, Bureau of Naval 
Personnel, that the assignment of enlisted personnel to duty in ex 
changes is necessary in order to provide suitable shore assignments for 
the rotation of per sonnel from sea to shore duty and without interrupt 
ing technic al spec ialty tre Lining. This staff has been further ady ised 
by the Division that the allowances are established by the Bureau of 
Nav: al Personnel based upon the se rvicewide neect for S hore assion 
ments for purposes of training and rotation: and re not for the pri 
mary purpose of providing enlisted personnel for the oper: ition of ex 


} 


changes, although the exchanges do benefit in that the military pet 
sonnel are paid from appropriated funds rather than from exchange 
sales revenue. 

The commanding officer of a naval activity assions enlisted person 


ne] to exchange duty within his established allowances. 
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Navy Exchange Regulations provide that commanding officers 
should request the Bureau of Naval Personnel to establish an allowance 
of exchange personnel whenever any of the following conditions exist: 

1. When, for security reasons, the employment of civilian per- 
sonne] is not permitted or is n ot desirable. 

This staff has ber en advis ed by the Ship’s Store Division, Bureau of 
Supplies and Accounts, that this provision has limited application and 
does not occ asion a substantial number of enlisted personnel being 
assigned to exch: wge duty. 

When the total sales volume of an exchange is less than 
$5,000 per month. 

The staff has been advised by the Division that this provision is 
occasioned by the fact that exchanges with a smaller monthly sales 
volume do not generate sufficient revenue to permit payment of civilian 
salaries and the operation of such exchanges is subsidized by the pro- 
vision of military personnel who are paid from appropriated rather 
than nonappropriated funds. 

3. When, due to the isolated location of an exchange, suitable 
civilian personnel are not available. 

As of August 1957, there was an allowance of 817 enlisted person- 
nel for assignment to exchange duties within the continental United 
States. Applying an average cost, by rate, to this allowance the an- 
nual cost to apParnrs funds is $2,784,401. 

Although the N Navy ship’s store office has an allowance of enlisted 
personnel, none are assigned to duties relating to exchanges. 

Navy exchanges in the continental United States at June 30, 1957, 
employed a total of 8,255 civilis ins at a cost to non: ippropriated funds 
of $20,124,780 for fiscal year 1957. 

In addition to civilians employed in exchanges, the Navy ship’s 
store office has 335 civilians employed at a cost to nonappropriated 
funds for fise: al year 1957 of $1,489,000. The portion of this cost ap- 
plicable to exchange activities based upon the percent of sales volume 
represented by continental United States exchanges of 42.2 percent is 
$607,258. This represents the salaries of approximately 141 civilian 
employees. 

The cost to appropriated funds for military personnel, based upon 
allowances, is summarized as follows: 


Num ber Cost 
Officer 
Ex 102 $670, 633 
NSS‘ $ 31, 265 
Enlisted 817 2, 784, 401 
Tota ‘ ai 123 , 486, 299 


As related to total sales of Navy exe hanges in the continental U nited 
States for fiscal year 1597 of $139,275,687, the cost of military pay and 
allowances is 2.5 percent. 
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Total cost of all personnel to both appropriated and nonapprop? 
ated funds is as follows: 


A surv' vy conducted by the Navy as to the actual number of mili tary 
i ] 


? 


nersonnel assigned to exchange duties as of June 30, 1957. disclosed 
that 1.192 military personnel were asigned at an annual cost of $4 198.. 
512. It is noted that this is 269 persons and $712.213 above the allow 
ance 

3. Marin ( pss. li is the estab lished policy ot the Marine Corps 
that each f xeha nge be | “ade “cl by a milits iy rathe r thar a C1V ilian ex- 


change officer. Ww hak the sales volume and complexity of operation 
warrant, one or more assistant ex hange officers may he assioned. The 
assignment of officers to exchange duty is made by the commanding offi- 
cer of the activity yatw hich the exchs ange is located. In making such 
assignments, the commanding officer is guided by the tables of organi- 
zation applicable to his activity. In the larger exc hi inges the exchange 
officers and assistant exchange officers have as their primary duty the 
operation of the exchange. They m ay, however, have additional duty 
not connected with exch: ange operations. Tables of organization of 
smaller Marine Cor ps activities do not prov ide for an exchange officer. 
Accordingly, the commandin g officer 
tional duty basis. 

As of Ma iy 1, 1957, the tables of organization for various Marine 
Corps activities having exchange facilities provided for 44 exchange 
officers, whereas there were 65 officers actually assigned either primary 
or additional duty as exchange officer. 

Applyn og the average pay an d allowances, by rank, to the table of 
organization | illowa nce of 14 exc han ve officers. the annus al cost of ap 
propriated funds for aa so assigned is $260,075. The annual cost 
for the 65 officers actually assioned as of that date pe be $4029.965. 
However, the latter figure is not considered as an accurate estimate of 
the actual cost to appropriated funds as generally those officers not 
provided for in 


makes an asslonment on addi- 


the tab le of organization per form exchange duty as 
adc lition: il duty and cdo not constitute an addition: ul cost to appropri- 
ated funds. No record is available as to the portion of time devoted 
to exchange functions by Gath officers assigned on additional duty 
basis. In addition to officers assioned to exchang FES, three caters 
whose annu: al pay and allowances total] $19,818 are saalace to Mari 
Corps Exchange Headquarters. 
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Enlisted personnel are assigned to exchange duty by the command- 
ing officer of the organization of which the exchange is a part. He 
is guided by the t able of organization allowances for exchange person- 
nel and is subject to the established Marine Corps command and 
inspection reviews as to the proper utilization of personnel under his 
command, including exchange activities. The table of organization 
provision for military personnel is based on such factors as the finan- 
cial ability of an individual exchange to pay civilian sal: aries, avail- 
ability of suitable civilian labor in the locality, and the training of 
enlisted personnel in the exchange occupation: aul specialties. 

Regarding the ability of the exchange to pay civilian salaries, it is 
the polic: y of the Marine Cor ps that each exchange be financially self- 
sufficient. In applying this policy to the exe ha anges with low sales 
volume, it is necessary to subsidize their operation by the furnishing 
of military personnel for the operation of the exchange. If this 
were not done, it would be necessary either to operate the exchange 
at a loss or to increase prices substantially. 

It is the declared policy of the Marine Corps to employ civilians 
rather than military personnel in exchanges to the extent that ex- 
change revenue is available to defray the cost involved. 

This staff has been advised by the Marine Corps Exchange Service 
that whenever enlisted personnel are assigned to duty in exchanges 
that are ina financial position to employ available civilian pe rsonnel, 
the enlisted personnel either perform supervisory functions or re- 
ceive training. 

The Marine Corps Exchange Manual provides that the exchange 
officer has the responsibility for the training of all enlisted personnel 
in the operations of the exchange in preparation for eventual assign- 
ment to Fleet Marine Force units, particularly when ordered overseas 
to combat areas where civilian personnel are not available for those 
jobs. 

As of May 1957, the table of organization provided for 845 enlisted 
exchange personnel. Applying the average cost, by rank, for such 
personnel represents an annual cost to appropiated funds of $2,263,354. 
As of May 1, 1957, there were 820 enlisted personnel actually near ned 
to exchange duties with an annual cost of $2,190,219. There are two 
enlisted men assigned to Marine Corps Exc hange Headquarters with 
annual pay and allowances of $8,542. 

As of August 1957, there were 1,610 civilians employed in Marine 
Corps exchanges at an annual cost to nonappropriated funds of 
$5,418,833. 

The cost to appropriated funds for military personnel is summa- 
rized as follows: 


Number Cost 
Officer 
Exchanges 44 | $260, 075 
Headquarters ‘ 3 | 19, 818 
Total. 47 279, 893 
Enlisted 
Exchanges 843 | 2, 263, 354 
Headquarters 2 8, 542 


Total ie gt aot 892 2, 551, 789 
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As related to total sales of Marine Corps exchanges in the conti- 
nental United States for fiscal year 1957 of $49,060,256, the cost of 
military pay and allowances is 5.2 percent. 
Total cost of all personnel to both appropriated funds and non- 
appropriated funds 1s as follows: 





Number Annual cost Percent of 
d } cost 
Military 892 | $2, 551, 789 | 32 
Civilian | 1, 610 5, 418, 833 68 
| 
Total | 2, 502 7, 970, 622 100 
| 


C. COMMAND SUPERVISION 


The services make a distinction between military personnel engaged 
in the operational phase of resale activities on the one hand and 
command supervision on the other. 

The merit of this distinction cannot be disputed unless the necessity 
for exchange and commissary store operation—under either private 
or Government sponsorship—is denied to exist. For example, com- 
mand supervision would be required were exchanges and commissary 
stores operation by concessionaires under contract with the Govern- 
ment in a manner similar to commercial activity conducted on Govern- 
ment property under the aegis of the National Park Service. 

Assuming that commissary store and exchange operation on mili- 
tary reservations is an essential part of the Military Establishment, 
there seems little warrant for including command supervision as a 
cost of doing business. 

Even if command supervision is deemed a part of the appropriated 
fund support enjoyed by exchange and commissary store activities, 
accounting records reflecting related cost data are not maintained. 

Determination of command supervision costs on any basis would 
produce debatable results. Estimates based on personal experience 
and opinion vary widely. 

The cost of supervisory military and civilian personnel assigned 
to administer the commissary and commissary store activities at varl- 
ous command and installation levels cannot be accurately computed 
due primarily to the fact that the operation is a joint activity and no 
practical means are available to determine the relative costs applies able 
to the commissary store activity and commissary issue activity. 

Accordingly, no attempt has been made to approximate personnel 
costs beyond those clearly identifiable with the operation of individual 
resale activities ine luding the Army and Air Force Exchange Service 
service centers, and the Navy Ship’s Store Office. 


V. Urimizatrion anp Cost or FepeRALLY FcurNisHep F Aactnities, 
EQUIPMENT, AND UTILITIES 


A. FACILITIES 
1. Introduction 


With limited exception, the buildings and land used in commissary 
store and exchange operations are federally furnished. The excep- 
tion to the foregoing is that nonappropriated funds bear an undeter- 
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mined measure of the cost of facilities used by exchanges. Neither 
activity pays for the use of federally furnished buildings. 

_E xchanges and ¢ ommissary stores located in the continent: al United 

States are housed either in (1) builk lings construc ted for sole or par- 
tial exchange or commissary store use; or (2) available permanent 
or te mpor ary structures converted for exchange or commissary store 
use. The latter sort of-construction predominates. 

The character of structures converted for exchange or commissary 


store use varies widely. The extent to which alteration is necessary 
in order to adapt available buildings to the needs of resale activities 
likewise differs. Facilities available are of a varying sort difficult 
to classify precisely or briefly. Some of the property occupied is 


World War II origin. A considerable portion was constructed 
prior thereto. 

Even new construction housing commissary store and exchange 
activity lacks unifor ‘mity, especially where the resale activity is neither 
the sole nor the pri ipal user. For example, commissary stores are 
often located in ics same building from which general commissary 
store activity is conducted and exchange activities freque ‘ntly are in- 
C ments il to the prim ary use of buildings, such as theaters, barracks, 
recreation centers, bowling alleys, libraries, and hospitals. 

aiesadienedtinin needs are affected by climate, installation size, and the 
kind of resale activity involved. Gener: lly, services provided repre- 
sent dissimilar facility needs. For example, housing requirements of 
a laundry, snack bar, barbershop, watch repair, hobby shop and shoe 
repair shop differ, although it is not uncommon for many such serv- 
ic es to be loc ated in asingle building. 

Commissary stores occupy federally furnished buildings exclusive- 
ly. Exchanges occupy federally furnished buildings extensively. 
Notab le except ons are exch: Mee service sti itions erected by priv ate 
oil companies and exchange construction, alteration, modernization, 
and extension financed with non: ippropriated funds. 

There is no ideal means of estimating the cost element represented 
by federally furnished buildings. 

A determination of the cost of facilities used by commissary stores 
and exchanges would involve service directives through command 
channels aimed at information ordinarily not available above instal- 
lation level. Accurate compilation could not be antic ipated in the 
absence of detailed technical direction and close a 

Cost of construction is not a sound basis. Most of the buildings oc 
cupied were not budgeted, designed or constructed espec ially for use 
by a resale activity. Many were surplus when occupied. Some of 
the buildings occupied would not be required to fill other needs were 
they to be vacated. Frequently, alteration, modernization, or exten- 
sion has been necessary in order to render buildings suitable for com- 
missary store or exchange use. Except in those cases where the re- 
sale activity is housed in specially designed facilities constructed 
specifically for use by an exchange or a commissary store, the use value 
is limited by the relative unsuitability of the structure to efficient 
operation. Often such value is further limited by location. In 
some cases buil lings were erected for a use involving higher construc- 
tion costs than is the case with structures spec tally designed for ex- 
change or commissary store occupancy 
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For example, the cost of a women’s barracks of World War I] origin 
declared surplus following the passing of the national emergency and 
pl wed at the disposal of an exchange after extensive alterati ion con- 
sisting principally of removing excess plumbing equipment, is not 
reall tie al \ related to the value of its use to a resa le ope ration, es- 
pecially if the expense involved in the alteration is added to the 
original cost of « onstruction to arrive ata base for ce mputing the vy alue 
of its use. 

The foregoing, although an unusual occurrence. illustrates some of 
the difficulties which attend any attempt to establish a cost basis tor 
the facilities affected. 

Currently, many exchange gasoline service stations located in the 
continental United States are constructed at no cost to appropriated 
funds by private oil companies under contractual agreement With 
exchanges. 

Replacement cost is not conveniently available ana Is felt te apply 
properly only in the limited area of construction suitable for use by 
resale activities, 

An attempt to determine the present value of bi ildings OCE upied 
by resale activities would vield unsatisfactory results. Depre intion 
records are not maintained. The estimated useful life of much of 
the property is exhausted. Frequently there has been alteration, 
modernization or extension of varying degree borne in some instances 
by nonappropriated funds and in others by appropriated funds. 
In such instances, cost identification becomes complicated, especially 
where joint occupancy is involved. The same is true in the case of 
specially designed buildings which are jointly occupied. For example, 
the Army and Air Force commissary store is but a part of general 
commissary activity often housed in a single building. Another illus 
tration is the joint occupancy of exchange and other activities, such 
as amusement, welfare, and recreational projects. 

Building costs are incomplete without land value. Accounting 
records segregating cost of land on which buildings occupied by resale 
activities are situated are not maintained. 

b Estimated witlue of fae iWities 

Although construction cost is not conside red a proper basis for 
estimating the cost element involved in the use of federally furnished 
buildings by resale activities, the value of such use may be estimated 
by comparison with the occupancy cost experience of consumer goods 
resale activities conducted by private business enterprises—expressed 
in terms of percentage of sales. 

The analogy between exchange and commissary store operations 
and commercial retail sales outlets handling comparable merchandise 
is inexact. There does exist, however, a similarity in the element 
of costs involve d. even thoush facilities available for exchanges and 
commissary store operations do not represent the choice afforded pri- 
vate enterprise. 

(a) Commissar y stores.— It is admitted by the services that commis- 
sary store ac tivities derive a benefit from the use of feder ally fap sore 
facilities. ‘The physical facilities in which an operation is housed 
represent a cost element common to all resale activ ity whikes identi- 

fied as tenancy cost. real estate cost, or rental expense. Although it 
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is difficult to estimate accurately the cost to appropriated funds which 
resale facilities represent, the use value of buildings occupied by ex- 
changes and commissary stores can be approximated from the results 
of recently conducted special cost studies of operating ratios for re- 
tail trades and service establishments located throughout the United 
States. These studies were conducted by the Department of Com- 
merce, Dun & Bradstreet, Inc., and the Institute of Real Estate 
Brokers of the National Association of Real Estate Boards. 

Such studies indicate that during recent years privately operated 
food chains and supermarkets inc urred rent expense amounting to 
approximately 0.75 percent to 1.90 percent of sales, 

Several factors could cause the value of the benefit received from 
facilities occupied by commissary stores to vary from the cost experi- 
ence of private business. 

For example, some such studies include utilities in rent expense. 
Also, the experience of private enterprise cannot properly be adopted 
as a basis for estimating the value of federally furnished facilities 
without taking into account other elements of cost included in rent 
expense, 

Additionally, the facilities utilized in commissary store operations 
are generally below private eer paaee standards for customer con- 
venience, efficient operation and relation between size of selling space 
and sales volume. 

(6) Eaechanges.—Comparison of exchange operations with pri- 
vately operated consumer goods retail enterprises is difficult since an 
exchange does not closely resemble any other activity. Perhaps the 
closest comparable retail activity is the drugstore, which pays from 
1.6 percent to 4.1 percent of its sales dollar for rent, depending upon 
sales volume, location and other factors. Specialty stores handling 
merchandise similar to that handled by an exchange fall generally 
within these operating ratios. Again this figure cannot be applied 
directly to exchange sales for the reasons stated in regard to com- 
missaries. This is particularly true in the case of exchanges, because 
of the much more extensive building and renovation costs of exchanges 
which are paid for from nonappropriated funds. Any attempt to 
analogize further on the basis of conventional commercial practice of 
esti ablishing rental value in connection with shopping center leasing 
in terms of percentage of sales would involve a study of considerable 
magnitude attended with numerous practicable problems. 

The operating ratios developed in such special cost studies embrace 
occupancy under varying conditions, including percentage leases as 
well as fixed rental, owner occupancy, and sale and leaseback 
arrangement. 
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New construction 

Summaries by services of the approximate cost of new construction 
paid from appropriated funds for commissary and exchange facilities 
from 1953 to June 30, 1957, are as follows: 


Commissaries 


1953 1954 1955 1956 1957 Total 
Army $126, 685 S68, 675 $195, 360 
\ir Fores $660, 101 992, 168 107, 731 $329, 733 $595, 625 2, 685, 358 
N ivy 
Marine Corps 

Total 660, 101 1, 118, 853 176, 406 329, 733 595, 625 2. S80, 718 


Exchange s 


1¥53 1954 1955 1U56 1957 otal 
ArT $331, 553 S200, A $42. (0 $1. 375. 49 $3 O64. 346 $5, 914, 060 
Al Is4, 844 81, 137 2, 140, 499 3, 370, 890 1, O11, 858 7, 089, 228 
Nav 484, SUY 484, SU 
M ( | 148, 54 42, 762 145, 480 436, 787 
'7 (), 288 2 325, 267 4 746. 4 ~ 24 97 


In addition to new construction completed in the years indicated in 
the above summaries, the 1957 figures include facilities which were 
more than 90 percent completed at June 30, 1957. 

A number of buildings were constructed for joint occupancy by ex 
change and other installation facilities. In most instances, the cost 
of the portion used by the exchange could be determined; in others, 
it was approximated. 


Maintenance and r pair of facilities 


(a) Commissary stores —Interior, exterior, and structural mainte- 
nance and repair of commissary store facilities is accomplished 
connection with general installation maintenance, the cost of which is 
paid by appropriated funds on a nonreimbursable basis, with the ex- 
ception that Navy and Marine Corps commissary stores ordinarily 
pay for interior maintenance. 

A field test check disclosed that only nominal costs had been in- 
curred during the fiscal year 1957 for maintenance and repair of 
facilities. . 

(6) Exchanges —Exterior and structural maintenance and repair 
of exchange facilities are customarily paid by appropriated funds and 
are not subject to reimbursement. Interior repairs and maintenance 
are ordinarily paid from exchange funds. 

A field test check of exchange operations of all services disclosed 
the fact that relatively nomin: il costs had been expended during the 
fiscal year 1957 for the maintenance and repair of exchange facilities. 


B. EQUIPMENT 


Department of Defense armed services exchange regulations and 
armed services commissary store regulation provide that exchanges 
and commissary stores shall be self-sustaining as to the purchase and 
maintenance of operating equipment. The exchange regulations pro 
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vide that exehai ges may utilize available Government equipment pro- 
vided that all operating and maintenance costs of such equipment 
are paid by the exchange. 

All equipment used in commissary store operations is originally 
purchased from appropriated funds and reimbursed from store reve- 
nue; thus, there is no final cost to appropriated funds. In addition 
to the equipment, the cost of which is borne by nonappropriated funds, 
the commissary stores, to a limited extent, use available Government 
equipment of a surplus nature. This staff has been advised by the 
services, and field visits indicate, that the use of Government equip- 
ment is very limited, consisting primarily of office equipment, and is 
not believed to constitute a significant cost to appropriated funds, 
The title of all commissary store equipment, regardless of the origin 
of the funds with which purchased, is vested in the Government. 

Field test checks by this staff disclosed that the Army and Air Force 
commissary store operations are provided with motor vehicles, and 
that no reimbursement is made to cover the cost of the vehicles or the 
operating expenses incurred, including cost of driver when supplied 
with vehicles. Generally, each commissary store is furnished a 114- 
ton truck, which is used on a daily basis and, in some instances, addi- 
tional vehicles are assigned on a call basis. 

Ordinarily, exchange equipment is purchased directly from non- 
appropriated funds generated in exchange operations and title re- 
mains with the exchange. Department of Defense Instruction 1330.3, 
Department of Defense Criteria for Adequate Religious, Morale, Wel- 
fare, and Recreational Facilities, provides that equipment permanently 
installed in a building (collateral equipment) may be provided from 
appropriated funds. The Navy has implemented this directive by 
providing that the minimum essential equipment for the initial estab- 
lishment of exchanges at naval activities being newly commissioned 
or reactivated may be provided from appropriated funds. The Navy 
policy in this regard is based partly upon the premise that new ex- 
changes, specifically, and the Navy Ship’s Store Office, generally, do 
not have sufficient capital to finance the acquisition of the essential 
equipment to commence operations. Subsequent acquisition of equip- 
ment after the exchange begins operation is financed from exchange 
income rather than appropriated funds. This policy is contrary to 
the practice followed by the other services, which pay for all equip- 
ment purchases. 

This staff has been advised by the Ships Store Division, Bureau of 
Supplies and Accounts, that. during the past D vears, 1 new Navy 
exchange activities have acquired equipment under the above policy, 
with a total acquisition cost of approximately $130,000, paid for from 
appropriated funds. 

Exchanges may utilize Government equipment, when available, pro- 
viding maintenance costs are paid by the exchange. As of June 30, 
1957, the Navy exchanges in the continental United States had on loan 
Government equipment with an original cost of $2,494,188. Of this 
amount, $1,500,151 is represented by laundry equipment and the bal- 
ance is principally food-service equipment, office equipment, and cash 
registers. The Ships Store Division stated that this equipment varies 
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ln age up to Li years and has an average age of 


ipprox! mate ‘ly LO 
years. Its depreciated value is not aie: but iS be i leved to be far 
below the acquisition cost due to the average age of the equipment. 
The above figures include both that of a surplus nature and that ini- 
tially acqu ired for exchange use under the policy »f providing the 
essential equipment at new naval installations. 

The other services use a ve ry limited i Amount of ¢ rove! nment equip 
ment, pr imar ily consisting of miscellaneous office equipment. 

The maintenance and repair costs of all equipment are paid from 
nonappropriated banat . 

C. UTILITIES 


Utilities for commissary stores and exchanges within the continental] 
United States are furnished by the installation at which the re- 
sale activity is located, and are initially paid from appropriated 
funds. However, both activities reimburse appropriated funds for 
the cos t of su h utili tie Ss. and ther re 1s, in e tfect ho cost to appropriated 
funds for these services. 

E XC hs anges are gener: ally bille d m ionthly on ah estimated 01 metered 
basis for utilities, including telephone service. 

The Army, Navy, and Marine Corps commissary stores reimburse 
appropriated funds for utilities on either a metered or an estimated 
basis. The Air Force accomplishes re ‘imburse Ament by the application 
of $0.055 per cm ire foot of floorspace occ upied. 

The Army, Navy, and Marine Corps commissary stores include tele- 
phone ser ice as a utility subject to reimbursement, whereas the Air 
Force excludes wi item as a utility and does not affect reimburse- 
ment. In like manner, the Army, Navy, and meray Corps reimburse 
appropriated fea ls for laundry costs, whereas the Air Force does not 
effect reimbursement. ‘The Army and ae Force classify sewage dis- 
yosal and refuse collection and dis] yosal as a utility sul ject to reim- 
uursement, whereas the Navy and cw ( ‘orpe treat such elements of 
eost as common services not subject to reimbursement. 


D. COMMON SERVICES 


Among the areas in which appropriated funds provide support to 
exc change and commissary store operations on a nonreimbursable basis 
are common services, such as fire and police protection; medical, sani- 
tary, and veterinary inspection; construction and maintenance of 
community improvements, such as roadways, sidewalks, grounds, pro- 
tective fences, parking areas, and other components which are part of 
the physical structure. 

Exchange and commissary store operations benefit from common 
services and community improvements provided at an installation: 
however, it was not ¢ onsidered practical to determine the apportioned 
cost of such services due primarily to the problem of cost finding in- 
volved. Furthermore, such services and improvements would, in 
large measure, exist without reference to the needs of the resale activi- 
ties, 
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E. OTHER COSTS 


There exist additional areas of exchange and commissary appro- 
priated-fund support, such as maintenance of civilian and military 
personnel records; recruiting and hiring of civilian commissary store 
employees; civilian commissary store personnel retirement program: 
military personnel retirement program; prepaid envelopes; travel of 
military personnel; Federal agency audits; inspections; surveys; 
travel of civilian personnel incident to command supervision; 
services of boards of officers, directors, and policy-determining and 
supervisory groups: legal advice and services of the departmental 
judge advocate general; use of Department of Defense telegraph and 

radio communication facilities; medical benefits with which military 
personnel and their dependents are provided; and the employee-com- 
pensation benefits furnished civilian commissary store employees, 

Neither the actual nor the estimated cost of support of the above 
character was considered because of practical limitations on cost data 
available. 

VI. CLIENTELE 


Under the provisions of applicable Department of Defense regula- 
tions, authorized exchange patrons consist principally of uniformed 
and retired personnel, their dependents and widows. 

Uniformed personnel consist of members of the uniformed services, 
namely the Army, Navy, Air Force, Marine Corps, Coast Guard, Coast 
and Geodetic Survey and Public Health Service, including members 
of Reserve components on active duty for periods in excess of 72 hours. 


Retired personnel means persons retired under various provisions of 


law affecting members of the uniformed services and Reserve com- 
ponents. 

The term Reserve components embraces members of the National 
Guard of the United States, the Army Reserve, the Naval Reserve, the 
Marine Corps Reserve, the Air National Guard of the United States, 
the Air Force Reserve, the Coast Guard Reserve and the Reserve offi- 
cers of the Public Health Service. 


Widows means surviving spouses who have not remarried, of either 


members of the Armed services who died in service or retired armed 
services personnel. 

The armed services are composed of the Army, Navy, Air Force, 
Marine Corps, and Coast Guard. 

Subject to express limitations, dependents include wife, husband, 
children, stepchildren, adopted children, parents, stepparents and par- 
ents by adoption. 
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The following is a summary of service estimates of the number of 
authorized exchange patrons located in the continental United States: 
Estimate of authorized exchange patrons 


Active duty uniformed personne] : 
Arniy pare ted ksliienedailnae dolar — c bat 594, 605 


YS = ae soe a ; SE 
Marine Corps si bes ab ia et ininCalschacion edvosmeaneiaaedcnatea an cae 
Air Force__-_- - need . oe ec aeceey a 
een Greene | its A eo Soe : tea , 29, 007 
Coast and Geodetic Survey bec de ada 5 170 
Public Health Service______- ‘ : pen 2, 825 


———— 1, 690, S04 
Retired personnel : 
Army . . ; a . 101, 000 
Navy sl 4 ad 63,101 
Navy Fleet Reserve 
Murine Corps 


20, 387 


= 13, 241 


Fleet Marine Reserve aoeetl ed 1, 584 
Air Force Beis Be 30, 000 
Coast Guard . he 8. 148 
Coast and Geodetic Survey - 76 
Public Health Service_- ee 3 , : 254 
— 230, «91 
Dependents of active duty uniformed personnel : 
Army a kaa S57, O35 
Navy , . = 562, 652 
Marine Corps ; 155, 369 
Air Force i Beanie 939, 366 
Coast Guard_ ssi wey bids arate eee * 26,011 
Coast and Geodetic Survey ; me 297 
Public Health Service 5, 650 
- 2, 526, 378 
Dependents of retired personnel _- pasicats ; : * 262, 500 
Other civilian : 
Civilians including civil service personnel___ 3d, 369 
Exchange employees ; 29, 514 
Totally disabled and hospitalized veterans___ 5, 963 
Widows whose husbands died in service D4, 281 
Widows of retired armed services personnel ro 123, 127 
Total india St aa a a a ae ae coh aaiieks 4, 840, 600 
Limited privilege : 
Reservists while on active duty in excess of 72 hours S75. 000 


Totally disabled veterans while receiving medical care 

in a hospital or private home through Veterans’ Ad 
ministration : * 33, 100 
Reservists on inactive duty training___- 
—- 908, 100 


Total_ a ss ateraciatapes _ ; ; », 748, TOO 


‘Includes dependents of Lighthouse Service personnel. 

2Authorized exchange patrons include an estimated 225,000 to 300,000 dependents of 
retired personnel, based on service estimates that retired personnel average between 
1.0 and 1.3 dependents each 

* Approximately 29,514 exchange employees are entitled to full shopping privilege in 
the exchange in which employed except purchase of articles of the uniform Such em 
ployees, however, do not receive a discount such as is commonly extended by private retail 
business enterprises 

*There are approximately 5.963 totally disabled hospitalized veterans who are authorized 
exchange privileges. In addition, there are approximately 33,100 totally disabled veterans 


(Footnote continued on p. 598.) 











The p rine ip: il areas of authorized commissary store and e xchange 
patron: ge | are virtually ide sntical with the exception that dependents 
are not entitled to commissary store privileges. The significance of 
this exception is reduced DY the fact that the privileges of each com- 
missary store patron embrace the needs of his dependents. Also, 

each authorized « dae ry store patron is permitte d to designate one 
adult member of his fi amily ‘as his agent for the purpose of making 
purchases. 

Also, commissary store privileges may be extended to civilian em- 
ployees in the continental United States and specifically authorized 
by the Department concerned under circumstances where it is imprac- 
ticable for them to procure subsistence supplies from civilian facilities 
without impairing the efficient operation of the installation affected. 
Likewise, certain retired civilian employees of the Coast Guard are 
entitled to commissary privileges. 

A pending Department of Defense directive further limits this 
class of patrons by the provision that, “Privileges will not be extended 
to civilian officers and employees of the United States who do not 
reside on the military installation.” 

The principal categories of authorized commissary store patrons 
include approximately 1,690,804 active duty military personnel; 
237,791 retired personnel; 1,507 Lighthouse Service patrons, and 
54,281 widows whose husbands died in service, plus an undetermined 
number of widows of retired armed services personnel. 

There is no practical and accurate means of determining the number 
of authorized commissary and exchange patrons who actually exercise 
their privileges. The services have, however, furnished estimates of 
the number of authorized commissary store patrons who exercise their 
privilege. 

The following is a summary of service estimates: 


Army-_- i os : his 157, 014 
Air Force as ‘ ts 321, 547 
Navy--- eis ‘ webs. . 123, 000 
Marine Corps__-_-- sete tea as ss cies ieeh dais ritelae wanes oe 32, 461 

RUN oh ak Seasick bt So end pacaecg Suet Sen ee ot ne me a ae » Bee nit 634, 022 


The estimate of 634,022 patrons actually using their commissary 
store privileges is approximately one- third of the: patrons authorized 
to shop. The disparity is accounted for in part by the number of 


who are entitled to exchange privileges while receiving medical care and treatment in a 
hospital or a private domicile through the Veterans’ Administration. 

5 Not available : 

* While engaged in active duty for training for periods in excess of 72 hours, members of 
Reserve components are entitled to unlimited exchange privileges. During the fiscal year 
ended June 30, 1956, approximately 875,000 members of the Reserve components par- 
ticipated in 14 days’ active duty training. The figures for fiscal year 1957 were not 
available. Likewise, record of active duty for training of less duration but in excess of 
72 hours was not conveniently available. 

7 Regulations provide that members of Reserve components on inactive duty training 
are entitled to limited exchange privileges. No practical means exists of measuring this 
element of exchange patronage. 
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unmarried uniformed personnel; the number of patrons who do not 
reside near a commissary store; and limited customer convenience. 

It is estimated that virtually all uniformed personnel use their 
exchange privilege to some extent. Retired personnel, their de- 
pendents and other civilian categories utilize the exchanges to a 
lesser degree, depending loresels 7 upon convenience of access thereto. 

Mr. Suerrarv. We have with us Stephen S. Jackson, Deputy 
Assistant Secretary of Defense, Manpower, Personnel, and Reserve. 

Do you have a statement that you wish to present to the committee ? 

Mr. Jackson. Yes. 

Mr. SHepparp. Proceed with your statement. We will not inter- 
rupt you until you hi ave completed it. 


STATEMENT OF STEPHEN S. Jackson. Derutry Assisranr SECRETARY 
or Drerense (Manpower, PersoNNeL, AND Reserve) 


Mr. Jackson. Mr. Chairman and gentlemen: I am Stephen S. Jack- 
son, Deputy Assistant Secretary of Defense for Manpower, Personnel, 
and Reserve. 

While my office is concerned primarily with personnel aspects of 
the November 1957 report of your staff on commissary stores and 
exchange operations, I am here today as a representative of the Office 
of the Secretary of Defense. With me are military and civilian per- 
sonnel from the exchange services and commissary activities of the 
military departments. They are prepared to provide you with 
detailed and, I am sure, expert information on these important activi 
ties within the services. 

The report itself represents a comprehensive, intelligent, and efficient 
effort on the part of your staff. The Department of Defense con- 
siders it a valuable accumulation of important information, entirely 
objective and factual in its content. 

Commissary and exchange stores are a traditional and integral part 
of the way of life of the serviceman and his family. Aside from 
their material benefits alone, they constitute an extremely important 
morale factor. Unquestionably, they foster a distinct sense of belong- 
ing to the military community, and nothing is more important to 
esprit de corps when the military man and his family are transferred 
to new and strange surroundings. 

The Congress, and all thoughtful persons interested in our Armed 
Forces have long recognized the great value of these facilities in 
strengthening family attitudes toward military service, and in con- 
tributing to retention and development of career personnel in spite 
of the hardships inherent in service life. 

It would be difficult to evaluate, in terms of priority, the importance 
of these programs to the military man and his family. They can 
hardly be properly character ized as merely fringe benefits. They 
play a continuing, intimate part in the daily lives of the service f: umily, 
particularly in the case of wives and mothers who accompany the man 
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in uniform. From the very nature of the program, any unwarranted 
curtailment or restriction of these benefits would result in immediate 
deleterious effect on morale and contentment in all branches and ranks, 
but particularly in the enlisted ranks of all services. This is the un- 
qualified and considered position of the military departments. With 
respect to the report in question, this committee has been supplied with 
the comments of the military departments, and their representatives 
are present to further elaborate on these points if the committee so de- 
sires. 

There is one feature of the report of special interest to the Office of 

the Assistant Secretary of Defense for Manpower, Personnel, and 
teserve, and that is the use of military personnel in post exchanges, 
As a result of the interest of this committee, we initiated a study to 
establish policy with respect to such utilization of military personnel. 
While this policy has not been conclusively formulated, we are of the 
opinion that military personne] may properly be used in exchanges to 
satisfy three basic needs: Supervision and control of a military fune- 
tion; training to fill a requirement under combat conditions; and to 
provide home billets for certain skills necessary for a reasonable ro- 
tation. 

Since initiation of this study, reductions have already been effected. 
In the continental United States, Army and Air Force have reduced 
military personnel to approximately one military individual per ex- 
change for supervision and control. The problem i in the Navy is com- 
plicated to some degree by the ship-to-shore rotation program peculiar 
to that service. They are, however, proceeding at present to reduce 
billets in exchanges by 31 percent. The Marine Corps is reducing its 
authorization by approximately 45 percent. 

Whether these reductions will be consonant with the final policy 
has not as yet been determined pending the conclusion of the study. 
They do indicate, however, the objective nature of the approach which 
the services are bringing to this matter. 

In conclusion, I wish to thank this committee for its constructive 
interest in the welfare of the personnel and families of all the Armed 
Forces, and for this opportunity to appear before you today. 

The Department of Defense is of the sincere conviction that the bene- 
fits and privileges made possible through exchange and commissary 
stores are of commanding importance in our efforts to develop and 
retain high quality military forces. I know you share our concern at 
the critical costs encountered today as a result of excessive turnover 
and losses of personnel trained at great public expense. 

We believe the exchange and commissary systems afford both justifi- 
able and highly desirable means whereby we can make military life 
more attractive to the individual and his dependents. We believe the 
overall result represents a saving to the American taxpayer, both in 
terms of reduced replacement costs and in the retention of manpower 

capable of handling today’s complex weaponry. 

Without such systems, and the advantages they confer, we shall 
have added a most severe restriction to the development of a satisfac- 
tory career retention program. It is the belief of the Department of 
Dieiense that we do much better to support the activities in question 
and thereby support the objective of well adjusted and career moti- 
vated personnel. 
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That concludes my formal statement. 








COMMENTS OF ARMY, NAVY AND AIR FORCE CONCERNING COMMITTEE 


STAFF INVESTIGATORS 


Mr. Suerparp. Thank you, Mr. Secretary. 

At this point in the record we will insert a memorandum from the 
Department of the Army made to the Assistant Secretary of Defense, 
a memorandum from the Navy to the Assistant Secretary of Defense, 
and a memorandum from the Department of the Air Force to the 
Assistant Secretary of Defense. 

(The memoranda referred to are as follows:) 


DrrARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D.C., March 21, 1958. 
Memorandum for: Assistant Secretary of Defense (Manpower, Per- 
sonnel, and Reserve). 
Subject : Report on inquiry into commissary store and exchange opera- 
tions, Department of Defense. 

The report of the survey and investigations staff of the House 
oe iations Committee indicates that a comprehensive survey has 
been made, within the stated terms of reference, of two activities of 
par mount importance to the United States Army. 

Commissaries and exchanges are a traditional aspect of military 
life. They provide the neighborhood shopping centers for the serv- 
iceman and his family. The Congress at an early date recognized 
that commissaries and exchanges were performing functions neces- 
sary to the well-being and effectiveness of the Armed Forces. The 
principle of appropriated funds support of these activities is based 
upon recognition of the fact that they are performing essential gov- 
ernmental functions. 

The report recognized the dual functions of the Army and Air 
Force Exchange Service; first, to provide selected merchandise and 
service limited to the essential needs of the serviceman and his depend- 
ents at reasonable prices and, second, the generation of welfare funds 
for the serviceman. 

Except as noted hereafter, the report is factual and objective. 

(a) Commissaries.—(1) The statement on page 2, section II, with 
reference to sales receipts and surcharge collections does not reflect 
the practice of the United States Army. The Army annually ob- 
tains reimbursable obligation authority from the Bureau of the Budget 
for anticipated surcharge collections. These collections are distributed 
and credited to the supporting appropriations on a quarterly basis 
regardless of the fact that a lesser amount is expended. When reim- 
bursements exceed expenditures by one-half of 1 percent or more, the 
surcharge rate is reduced. No reserve is carried forward from year 
to year. 

(2) On page 45, section VI, it is stated that a pending Department 
of Defense directive will limit civilian employee commissary privileges 
to those who reside on the military installation. This limitation is 
how imposed by statute (title 10 USC, sec. 4621 (h)) and is ecur- 
rently directed by AR 31-170. 
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(6) The Exchange Service—The statement on page 39, sec tion ¥, 
with reference to inconsistent policies on collateral equipment is in- 
accurate. Department of Defense Directive No. 1330.3 has been im- 
plemented by the . United States Army in AR 210-55 and by the Air 
Force in AFR 170-4. Both agree with N ‘avy policy and provide that 
when Government ee to house exchanges are constructed from 
appropriated funds, facilities and equipment permanently built into 
the structure are also oem ided from appropriated funds. 


Hueu M. Miron IT, 


Assistant Secre tary oft the A rmny, 


DirARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY 
Washington, March 19, 1958. 

Memorandum for the Assistant Secretary of Defense (Manpower, 
Personnel, and Reserve). 

Subject: House Committee on Appropriations’ Investigative staff re- 
port titled “Inquiry into commissary store and exchange opera- 
tions, % 5 irtment of Defense.” 

Reference: ) ASTSECDEF (Manpower, Personnel, and Reserve) 
coun ad March 7, 1958. 

1. Reference (a) forwarded subject report for comment to be fur- 
nished not later than March 18, 1958. 

. The report is considered an outstanding example of unbiased 
factual presentation. Navy Department comments therefore consist 
primarily of elaboration of circumstances resulting in the facets 
presented. 

Area of Comiment.—Refer chart on page 10, Cost and utilization 
of commissary store personnel. 

Comment.—This chart indies ates a higher ratio of cost of personnel 
to sales for Navy and Marine Corps than for Army and Air Foree. 
In considering this ratio, the fact that Army and Air Force office and 
issue personnel are based on a pro rata allocation (pp. 11 and 18), 
whereas Navy and Marine Corps are actual figures, is perhaps sig- 
nificant. Further, the exclusion from Air Force figures of per rsonnel 
ns, accounting duties (p. 13), whereas such personnel are in- 
cluded in Navy, Marine Corps staffing would appear to render invalid 
the comparatix ive ratio of cost of personnel to sales. 

Area of comment—Use of military personnel in Navy exchanges 
caused primarily by necessity of rotating men from sea fa to shore 
duty. 

Comment.—Since this necessity appears wnique to the Navy and 
Marine Corps, further elaboration is considered warranted. At the 
present time, the billets provided ashore for ship’s servicemen are 
sufficient to provide an equitable sea/shore rotation. Billets are not 
written in excess of requirements ashore for rotation purposes within 
the defined range of feasibility. If a substantial deletion of military 
billets in naval exchanges is approved, rotation for ship’s serviceman 
rates would immediately fall into the “critical for rotation” category. 
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Statistics for the rating are indicated below for period ending De- 
cember 31, 1957: 


TotalNavy 2/3/4/6 shore 1/1.5/2 Short 
Rate billets, Sea billets | billets re- shorebillets billets S/S ratio C billets 
USN quired required ? written written 
es. 260 134 67 134 126 06 2 
ee. Ss. 1, 097 789 263 526 308 2. 56 131 
 _——— 1, 534 1, 196 209 598 $38 3. 54 40 
SH3.__- 2, 242 1, 897 316 632 545 50 4 
129/3/4/6 upper range of feasibility: 2 years at sea to 1 year ashore, SHC; 3 years at se 1 year ashore, SH1; 
4 years i at sea i year ashore, 8S H2; 6 years at sea to 1 year ashore, SH3 
1.5/2/3 le r range of feasibility: 1 year at sea to 1 year ashore, SH¢ t sea to 1 year ashore, 
SHI: 2 ye rs ea to 1 year ashore, SH2: 3 years at sea to 1 year ashore, SH 3 


Review of above clearly indicates the need to retain billets written for 
authorize! rotational purposes. Further, while some ship’s service- 
man billets written ashore are for store clerks, more are written for 
laundryimien, tailors, cobblers and barbers, Duty in these more tech- 
nical billets ashore provides a period of training which qualifies the 
third or second class petty officer for the supervisory billet afloat which 
he must fill on his next tour in destroyer, cruiser, carrier or other type 
ships. I has been elsewhere proposed that exe hi anges reimburse ap- 
propriate:| funds for the pay and allowances of military personnel 
utilized in exchanges. This would place an unfair burden on the ex- 
changes who would be paying not only for services received but also 
for the military duties performed and for training. 

It is applic able to remark here that the Bureau of Personnel’s cen 
tral recreation fund is currently oper: ating at a deficit primarily be- 
cause it is continually called on to provide financial assistance to alle- 
viate serious recreational deficiencies. These deficiences, in most cases, 
are the result of a lack of sufficient appropriated funds to properly 
finance items clearly and properly chargeable to such funds. To re- 
quire reimbursement for military salaries would, of course, materially 
reduce available recreation funds and would necessitate a drastic in- 
crease In appropriated funds if an adequate recreation program is to 
be maintained. There appears to be little advantage to be gained by 
the Government by using nonappropriated funds to pay for the cost 
of military services when it will be necessary to request appropriated 
funds to replace the nonappropriated funds so used. 

In recognition of congressional desire to minimize military staffing 
in exchanges, a seare hing analysis has resulted in a plan to substan- 
tially reduce the total military stafling of Navy exchanges by rotation 
of many billets to the allowances of commissary stores where the short- 
age of staffing is critical. 

Area of comment.—Utilization of enlisted personnel in Marine 
Corps exchanges (refer chart on p. 19 and text p. 29). 

Comment —Similarly to the Navy, the Marine Corps has rotational 
and training requirements that necessitate the use of military person 
nel in exchanges. As the Nation’s force-in-readiness, the Marine Corps 
must be prepared to deploy Fleet Marine Force units on extremely 
short notice, at combat strength. Provision of an adequate exchange 


service to these units in forward areas is essential. The requirement 
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for military staffing under these circumstances is obvious. To insure 
that trained personnel are immediately available for embarkation with 
deployed Fleet Marine Force units, it is necessary that their training 
and availability be maintained at all times. It is also necessary to 
provide a reasonable number of rotation billets for exchange per- 
sonnel; they cannot be expected to serve continuously in locmael or 
remote areas. 

The inequity and unfeasibility of requiring exchanges to reimburse 
for military personnel as well as the compensating claim against ap- 
propriated funds for necessary recreation funds that would follow 
such reimbursement, as discussed in the comment above on Navy ex- 
changes, applies equally to Marine Corps exchanges. 

Again consistent with congressional desire, the Marine Corps has 
already approved drastic staffing changes which reduce military 
staffing in continental exchanges from 845 enlisted men to 399. Any 
further reduction would result in serious damage to the operational 
readiness of the corps. 

Area of comment.—Providing of collateral equipment for exchanges 
from appropriated funds at newly commissioned or reactivated ac- 
tivities (p.39). 

Comment.—The above policy which is followed by both the Navy 
and Marine Corps is necessary in case of mobilization. In peacetime, 
utilization is relatively insignificant as indicated in the report. The 
necessary demands of the Navy and Marine Corps recreational pro- 
grams on exchange profits preclude the accumulation of sufficient 
capital to finance the expansion of facilities that would be essential 
under mobilization and make difficult even the moderate financing of 
new stations in peacetime. It is considered that the built-in collateral 
equipment necessary for operation at new activities is a legitimate 
charge to appropriated funds since the provision of exchange facilities 
is a military necessity. In this regard it is pertinent to emphasize 
that exchange facilities consist of service elements such as barber shops, 
cobbler shops, and snack bars as well as retail stores. 

F. A. Banrz, 
Assistant Secretary of the Navy (Material). 


DEPARTMENT OF THE Arr Force, 
OFFICE OF THE AssISTANT SECRETARY, 
Washington, March 17, 1958. 
Memorandum for Assistant Secretary of Defense (Manpower, Per- 
sonnel, and Reserve). 
Subject: Department of the Air Force Comments—The Commissary 
Store and Exchange Operations Report. 

In response to your March 7, 1958, memorandum for the Secretary 
of the Air Force inclosed are the Department of the Air Force com- 
ments on the report entitled “Inquiry into Commissary Store and Ex- 
change Operations” by the surveys and investigations staff of the 
House Appropriations Committee. 

James P. Goope, 
Deputy for Manpower, Personnel and Organization. 














605 


DEPARTMENT OF THE Air Forcr ComMMENTS oN THE Report EntIriep 
“Inquiry [nro Commissary Srore AND ExcHaNnGre OPERATIONS” BY 
THE SURVEYS AND INVESTIGATIONS STAFF OF THE House APpprROPRIA- 
TIONS COMMITTEE 


PART I—COMMISSARY STORE OPERATIONS 


1. Section V, paragraph B. Lquipment, Summary and Table of 
contents, states that the purchase and maintenance of equipment for 
commissaries is borne by nonappropriated funds. In actuality, the 
initial cost is borne by appropriated funds which are subsequently re- 
imbursed from surcharge collections. This statement is correc tly ex- 
plained in Section V, paragraph B, page 38. However, for purposes 
of clarity it is recommended that the initial statement be revised to 
agree with the detailed report. 

2. Section VI. Clientele, Summary and Table of Contents should 
be clarified as it pertains to commissary store patrons. Although de- 
pendents are not entitled to commissary store privileges in their own 
right, they are authorized to purchase as an agent of the sponsor. 

3. Section VI, Clientele, page 45. This section implies that civilian 
employees in the continental ‘United States may be authorized com- 
missary store privileges without regard to place of residence. Public 
Law 236, Ist session, 83d Congress, (67 Stat. 499) specifically limits 
such authorization to civilian employees residing on military reserva- 
tions. This law has been implemented by Air Force Regulation effec- 
tive September 1, 1954 (AFR 145-15). The pending Department of 
Defense directive cited in the referenced section merely recognizes a 
restriction which has been adopted by the Air Force for three and one 
half years. 

PART II, EXCHANGE SERVICE OPERATIONS 


Except as noted hereafter, the subject report as it relates to Air 
Force exchange operations is factual, accurate, and fair. No conclu- 
sions or recommendations are presented. 

2. Section IV, page 21, reports that military personnel used in Air 
Force exc hange operations cost $1,157,997 during fiscal year 1957. 
This was equivalent to approximately 5 percent of the total Air Force 
exchange nonappropriated fund payroll, and represented only 6 per- 
cent of gross exchange sales. 

(2) During fiscal year 1958 Air Force personnel policies have 
substantially ‘reduced use of officer personnel in base exchanges. 
Fewer than 100 airmen are currently utilized, practically all of 
them located at small, remote Air Defense Command activities. 

(6) It is recognized that changing character of service mis- 
sions and areas of operation may materially affect en 
for military personnel utilization. For example, the Navy and 
Marine Corps’ operations now impose manpower demands which 
are fully justified. Changes in Air Force deployment may result 
in added use of airmen in exchange duties. 

(c) Subsections 3012 (e) and 8012 (e) of title 10, United 
States Code, authorize the Secretary of the Air Force to assign, 
detail, and prescribe the duties of the members of the Air Force. 
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These provisions in the law, as implemented in paragraph 24, 

AR 60-10/AFR 147-7, April 26, 1957, authorize the use of mili- 

tary personnel in the conduct of and supervision of exchange 

operations. 

3. Section V, page 37, points out that $7,089,228 was appropriated 
during 1953-57, inclusive, for construction of buildings used by Air 
Force exch: inges. Rehabilitation, conversion, extension and repair 
of buildings used for exch: ange purposes, however, are predominantly 
covered from non: ippropriated funds. Purchase and maintenance of 
exchange equipment is borne by nonappropriated funds, as are utilities 
services. 

(a) Legal authority for appropriated fund support of ex- 
change activities dates from 1892 when the Army fiscal year 1893 
appropriations bill permitted post exchanges to use public build- 

ings or public tr: insportation when they were not, “in the opinion 

of the Quartermaster General,” required for other purposes. This 
provision has remained as permanent law and now appears in 
title 10 of the United States Code as sections 4779 (c) and 

9779 (c). 

(b) Since 1903, Congress has authorized appropriated funds to 
be used for the construction, equipment, and maintenance of suit- 
able buildings at military posts and stations for the condtct of 
post exchange activities. 

4. Section V, B, page 38 reports that collateral equipment for Navy 
and Marine Corps exchanges (i. e. equipment built into or perma- 
nently installed in a building at time of construction) is provided 
from appropriated funds. It notes that this practice is inconsistent 
with payment by the other services for all equipment purchased. This 
conclusion is inaccurate. 

(a) Department of Defense Instruction No. 1330.3 has been 
implemented by the Army in AR 210-55 and by the Air Force in 
AFR 170-4. Both agree with Navy policy and provide that when 
government buildings to house exchanges are constructed by ap- 
propriated funds, facilities and equipment permanently built into 
the structure are also provided from appropriated funds. This 
is the “collateral equipment” referred to in the report. 

(6) Such a policy is conducive to economy in the installation 
of collateral equipment. Under this policy, only a relatively in- 
significant amount of appropriated fund support is provided in 
peacetime. In periods of mobilization, however, demanding 
prompt major expansion of exchange facilities, this appropri: ated 
fund support would be essential to the services in their activation 
of exchange operations. 

Exchanges are established to provide conveniently available fa- 
cilities where servicemen and their families on an installation can sat- 
isfy their day-to-day needs for merchandise and services. In meeting 
this need the base exchange operates at locations and during hours 
most convenient to their authorized patrons. Exchange merchandise 
and price lines are suited to service pocketbooks, and, insofar as pos- 
= prices are uniform throughout the United States. 

The exchange contr ibutes to our defense effort by making service 
life more attractive to military families. It is their neighborhood 
shopping center and an integral part of their community ‘and social 
life. Exchanges have become a unique military family tradition 
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which promotes a sense of belonging and a feeling of cohesiveness 
among service personnel. In addition, the exchange helps to provide 
revenues to support we slfare, recr ational and religious programs, All 
of this helps to improve Air Force personnel retention. 

7. In evaluating the extent of appropriated fund support for ex- 
changes, the House Committee on Appropriations should take into 
account the fact that servicemen and their families are actually pay- 
ing most of the cost of exchange operations through their patronage. 
This patronage, furthermore, not only predominantly finances ex- 
change operations, but also generates revenue which in turn supports 
essential Air Force pe rsonnel welfare and recreation programs. 

(a) Through their exchange patronage, servicemen and their 
families are providing welfare program operational support con- 
siderably in excess of that provided directly from appropriated 
funds. 

(>) It would appear that any material reduction in appro- 
priated fund support to Air Force exchanges would tend toward 
either: impairment of welfare programs through decreased avail- 
ability of revenues accruing from exchange operations; or main- 
tenance of welfare program standards by additional direct sup- 
port of these activities from appropriated funds. 


JURISDICTION OF APPROPRIATIONS COMMITTEE IN POST EXCHANGE 
OPERATIONS 


Mr. Suerparp. I note on page 3 of your statement you make this 
statement : 

In the continental United States, Army and Air Force have reduced mili- 
tary personnel to approximately one military individual per exchange for super- 
vision and control. 

I assume that phraseology is applied there to those that you pre- 
viously referred to that are operating on direct appropriations and 
not nonappropriated funds? Is that a correct assumption 4 

As long as those people are functioning in the capacity of super- 
vision and control, would it be your interpretation that this commit- 
tee does not have interest and monetary jurisdiction in the field of 
their functions? 

Mr. Jackson. I would not think that that would follow, no, sir. 

Mr. Suerrarp. Would you be a little more definite? You say, “J 
would not think.” Would it or would it not, in your opinion ? 

Let me clarify the question before you answer. ‘These people are 
obviously dealing in nonappropriated funds to a large degree; in fact, 
to a major degree; nevertheless, they are the recipients of appro- 
priated funds functioning in the capacities you have referred to. 

Mr. Jackson. Yes. 

Mr. Suerparpv. Again I repeat the question. Is it your concept 
that those people do, or do not, fall within the scope of the interest 
of this committee ? 

Mr. Jackson. They do. 

Mr. Suepparp. Then you take a different view than that expressed 
by the present Secretary of the Air Force, and the then Secretary of 
the Air Force, Mr, Donald Quarles, when their response was that they 
did not see that this committee had any jurisdiction in that field. You 
take a different view ? 
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Mr. Jackson. My interpretation is as I have stated, sir. 

Mr. Suepparp. In order that we may clarify the issue, the subject 
matter was under discussion when they rendered their opinion, the 
committee was inquiring into the matter of certain contracts that had 
been issued, and as I recall they were in the field of dry cleaning, laun- 
dry, and so forth, and they took the position because the supposed 
function was in the nonappropriated fund concept the committee did 
not have jurisdiction. They obviously took a different view. 

My question at this time is for the specific purpose of clarifying the 
policy of interpretation and definition by the Department that you 
are presently representing; to wit, the Secretary of Defense. 

Mr. JACKSON. My answer is given within the terms of your question, 
as to whether or not, being in receipt of public funds, an officer does 
or does not come within the purview of this committee, and my answer 
is, within the terms of that question, he does. 

Mr. Sueprarp. Thank you. 


PAY OF CIVILIAN PERSONNEL 


What is your policy with reference to the pay of civilian personnel 
at commissary and post exchanges from appropriated funds? 

Mr. Jackson. Well, our policy with regard to exchanges is that 
they should not be paid for from appropri: ated funds. As to the com- 
missaries, I am not sure of the entire factual situation, but it is my 
assumption they were paid from appropriated funds exclusively. 

Mr. Suepparp. Would you explain for the benefit of the record what 
justification there is for this policy ? 

Mr. Jackson. It is my understanding that the function of the com- 
missary is an integral and essential function within the scope of the 
requirements of the military departments in accomplishing their mis- 
sion with respect to the welfare of the members of the force. This has 
been accepted and confirmed as such, from my understanding, by the 
expressions of Congress and by the provision of appropriated funds 
for their operation, which operation has involved the employment of 
civilians who were at the time the appropriations were made being 
paid from appropriated funds. 


COMMISSARY MARKUP COMPARED WITH RETAIL STORES 


Mr. Suerparp. Generally speaking, how does the commissary mark- 
up compare with that of the chainstores ? 

Mr. Jackson. I would appreciate it, sir, if I could ask the respec: 
tive services to answer that question for me. 

Admiral Becxnety. In our Navy commissary stores, sir, we have 
an average markup of 3 percent and the Marine C orps is 2.5 percent. 
The usual markup in chainstores is approximately 17 percent. 

Mr. Suepparp. I will ask the same question of the Army and the 
Air Force. 

General Evans. Our markup is 3 percent in the United States and 
214 percent overseas. It is not really a markup; it is a surcharge that 
we are required to place on all items sold to replace equipment and 
certain other specified requirements. I am not able to compare it 
with commercial markups. 
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General FriepMan. We have a 214 percent surcharge in the over- 
seas area and a 3 percent surcharge in the Zone of Interior operated 
commissary. 

Mr. Suerrarp. Do you agree with the comparison figures for the 
chainstores indicated by the gentleman representing the Navy ? 

General FrrepMAN. I do not have any factors to the contrary. 

Mr. Sueprarv. Will the Air Force and the Army supply those fig- 
ures for the record 4 

(The following additional information was furnished :) 


COMPARISON OF MARKUP BY CHAINSTORES AND ARMY COMMISSARY STORES 


Army commissary stores sell at invoice cost. No markup is included in the 
selling price. However, a surcharge of 3 percent in the continental United States 
and 2%4 percent in oversea areas is imposed on each sale to effect reimbursement 
for the operating costs specified by section 614, Department of Defense Appropri- 
ation Act, fiscal year 1958. 

The National Association of Food Chains advises that the latest data on 
national average markup in food chains are contained in a report prepared by 
the Harvard Bureau of Business Research on 1956 sales of 40 food chains in the 
total amount of $6,700 million. The report stated that the average gross margin 
was 19.39 percent on sales. Although this amounts to 24.05 percent when con- 
verted into a markup on cost of goods sold, it must be pointed out that the com- 
mercial average includes many high margin items such as toiletries, toys, maga- 
zines, etc., Which are not sold in commissaries. 


Arr Force STATEMENT 

A surcharge of 3 percent and 21% percent in the continental United States and 
oversea commissary stores, respectively, is added at the cash register to the total 
purchase price. A recent survey made for the National Association of Food 
Chains indicated a gross margin of 19.39 percent, or a 24.05 percent markup, on 
cost of goods sold. The figures for private enterprise were based on sales of 
approximately $6,700 million for 40 chainstore operations. It must be recognized, 
however, that commercial stores sell items such as toiletries, garden supplies, im- 
ported delicacies, records, and other articles not sold in commissary stores, on 
which a relatively high markup is customary. These items are reflected in the 
markup indicated for commercial chainstores. 


CONSIDERATION OF CONTRACTING COMMISSARY ACTIVITIES TO PRIVATE 
SOURCES 


Mr. Suerrarp. Now, Mr. Secretary, what consideration has been 
given to contracting commissary activities to private sources on a com- 
petitive basis, if any ? 

Mr. Jackson. I am not familiar with the extent to which that has 
been worked out by way of study and statistics. I know that the mat- 
ter has been, for some years back, a matter of discussion. I do not 
know, sir, but, if you will permit me, I will ask the services if there 
have been any formal studies on it with which I am not familiar. 

Mr. Suepparp. At the moment, as I interpret your answer, if the 
services have been making any explorations in this field, it has not bee: 
brought to your attention ? 

Mr. Jackson. That is correct, sir. 

Mr. Suerrarp. Gentlemen, what is your response to the question, 
servicewise / 

Mr. Puryear. When the authorization was first included in the ap- 
propriation act to authorize the contract of commissary store opera- 
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tions to civilian commercial firms, a study was made within the Air 
Force, and, as a result of that study, it was determined at that time— 
and the policy remains the same, as far as I know—that we would not 
consider the leasing or contracting of a commissary store operation to 
private enterprise. The determination was made primarily on the 
fact that to contract with a private enterprise for this service would 
automatically increase the prices of subsistence items to authorized per- 
sonnel. This w ould negate one of the prime reasons for the use of com- 
missaries, and that is to provide a source of food at the lowest practical 
cost to military personnel and their dependents. 

Mr. Suerparp. I will direct the same question to the other branches 
of the service. 

General Evans. The Army made a similar study, and our finding 
was substantially the same. If we were to go to contract operations it 
would eliminate the savings that we give our personnel and that is our 
primary purpose in oper ating the commissaries, to provide these say- 
ings. This would eliminate them. If commissaries were leased to 
commercial interests, it would be necessary for them to pay all normal 
commercial operating costs with the possible exception of rent. Inclu- 
sion of all such operating expenses and a reasonable profit would sub- 
stantially increase the food costs of military families. 

Admiral Beckne.u. We have not made a study, sir. Neither the 
Navy nor Marine Corps has made a study. 


BUDGET REQUESTS FOR PAY OF CIVILIAN PERSONNEL IN COMMISSARY 
ACTIVITIES 


Mr. Suerrarp. How much is in the budget, by services, for pay of 
civilian personnel in cornmissary activities? I will start with the 
Air Force, and then hear from the Army and the Navy. 

General Frrepman. Sir, I do not have a specific breakdown on the 
costs of individuals connected with commissary operations. Nor- 
mally, our civilian personnel costs are on the basis of beginning and 
end strengths, and we compute from that the man-year figure, taking 
into account normal lapses, and we come up with what we call an 
01, or personnel cost. I would have to go into the man-years associ- 
ated with the commissaries themselves. I do not have those figures 
with me. I will be happy to supply that for the record. 

(Insert requested information. ) 

The methodology employed in computing civilian personnel services for budget- 
estimating purposes does not provide for the extraction of functional activities, 
such as “Commissary,” “Operations,” Comptroller,” ete. 

However, data currently being reported on the 119 Zone of Interior and 93 
overseas commissaries now operated reflects an annual civilian payroll of $6,426,- 
861 for an average of 3,794 employees. aor eae this requirement into fiscal 
year 1959 for the planned operation of 127 Zone of Interior and 93 overseas 
commissaries, the estimated cost would be approximately $6,724,000. 


General Evans. In the Army the figure for fiscal year 1959 is 
$10,889,000 in the United States, and $5.9 52,000 overseas for a total 
of $16,841,000. This includes personnel to operate both our issue 
commissaries and commissary stores. 

Mr. Sueprarp. That is in its entirety ? 

General Evans. Yes. 

Admiral Becxnety. I do not have that figure for the Navy, sir. 

Mr. Suerrarp. Supply it for the record. 
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(The information referred to follows :) 


Amount in budget for commissary store civilian employees 
Navy = . : isin enalsncepanadiannneclpeninthtadeaatenesecenil satan ---. $2, 425, 000 
Marine Corps —--- sc bees hapa eth ot oooh cette ahaa os cits Sad aca! 


EFFECT ON PRICES OF PAYING CIVILIAN PERSONNEL FROM 
COMMISSARY FUNDS 


Mr. Suerrarp. What would be the effect on commissary prices of 
paying ¢ ivilian employees from commissary funds ¢ 

General F'rrepMan. From an expense standpoint, and lacking the 
dollar figure in answer to the question raised previously, I could not 
give it to you in a specific amount. This again would have to be 
provided - for the record. The cost would, however, go up. I should 
like to point out, however, in our Stock Fund operations we have not 
included the cost of the personnel operating in those areas. I thought 
this was with the approval and intent of the Congress and of the 
authorizing acts as pertain to all working capital stock funds. This 
is, of course, not true in the industrial funded area. This is one rea- 
son why we have not accounted separately for the civilian man-years 
involved in this particular operation. 

Mr. Suerrarp. I think that your position is tenable because of 
the authority that you are operating under. This inquiry is directed 
toa possible innovation, and I say “possible” at the moment advisedly. 
It is merely exploratory to get the reactions insofar as any financial 
and mor: ale aspects are conce rned. 

General Evans. I cannot give exact figures on what the implication 
would be for the Army. Again, I feel that one of our best justifica- 
tions for the commissary store are the low prices. I will be happy to 
furnish this information for the record. 

(Subsequently, additional information was furnished, as follows :) 


Errect oF INCLUDING CIVILIAN SALARIES IN ARMY COMMISSARY STORE PRICES 


If commissary stores are required to recover the cost of civilian personnel 
from commissary store sales, a 6.2 percent average worldwide increase in the 
food cost of military families would be required. If military personnel costs 
are also included, the worldwide food cost would be further increased by 2.3 
percent for a total of 8.5 percent. 


Arm Force STATEMENT 


Civilian payroll costs for the operation of commissary stores both in the con- 
tinental United States and in oversea areas for the period July 1, 1956, through 
June 30, 1957, were $6,426,861. Sales to individuals for this period were $185,- 
777,556. Based on this volume of sales, commissary store prices would have to 
be increased approximately 3.5 percent in order to recover the cost of civilian 
personnel employed in commissary store operations. 


Admiral Becknett. We did make a study on this, sir. We esti- 
mated that the increase in the cost above the present 3 percent would 
amount to 8 or 10 percent additional. 

Mr. Sueprarp. Those who do not have the information available 
will supply them for the record to the degree you possibly can. 

(The information referred to follows :) 

Estimated percentage increase in markup of commissary prices if civilian 


employees were paid out of commissary earnings: Navy, 8 to 10 percent ; Marine 
Corps, 6 percent. 
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REASON FOR PROVIDING COMMISSARIES AND EXCHANGES 


Mr. Suerrarp. Why should not the operation of commissary and 
exchange facilities be put entirely on a self-supporting basis, paying 
for all costs ine luding facilities, as well as help, particularly in view of 
recent pay raises « -ontemplated ? 

Mr. Jackson. I think the comments that have been made in answer 
in part to your previous questions with respect to commissaries, would 
be'to the extent that that materially affects the cost. It would be 
undesirable for the reasons that have been elaborated on here. 

With respect to exchanges, I think to a considerable degree they are 
rag supporting. To what further extent they should be made entirely 

, I think the same type of reaction would ensue. On the exchange 
side I would like to ask General Parks, who is charge of the Army- 
Air Force exchanges, to comment with respect to exchanges. 

General Parks. We in the Exchange Service, as the Secretar y men- 
tioned, at the present time are largely self- supporting. The commit- 
tee report brings out the areas in which we do receive appropriated 
fund support. 

It is the contention of the services that this support is a logical and 
a proper requirement for the Government to provide for our Exchange 
Service because the Exchange Service makes such a major contr ibution 
to the morale and welfare of our personnel, but only in the services that 
we render at our various exchange outlets, but also through the utiliza- 
tion of profits derived from our operation to support essential welfare 
and recreational activities. 

Mr. Suepparp. May I interject at this point? Am TI to assume from 
the general expressions and comments conveyed to the committee that 
you gentlemen as a group feel that this particular approach to the 
welfare of military personnel is parallel, or to a degree comparable 


with furnishing chapels, swimming pools, recreational facilities, and 
so forth ? 


General Parks. Yes. 

Mr. Sueprarp. And would fall within that field of expenditure 
evaluation: is that a reasonable deduction ? 

General Parks. Yes. 

Mr. Suerrarp. Are there any additional comments that you wish to 
make ? 

Admiral Becxnett. I concur with the general. 


ARRANGEMENTS WITH CONCESSIONATIRES AT POST EXCHANGES 


Mr. Sueprarp. What is the usual arrangement with concessionaires 
at post exchanges with regard to rent and other contributing financial 
attributes ? 

Mr. Jackson. I will ask General Parks to answer. 

General Parks. First of all, we utilize in the Army and Air Force 
Exchange Service concessionaires on a rather extensive basis. We have 
approximately 3,100 in our domestic system. They are utilized pri- 
marily in the services area, such as barbershops, beauty shops, shoe 
repair shops, food : activities, and so forth. 

Concessionaires’ agreements or contracts are let initially on a com- 
petitive basis and are usually competed for by local small-business men 
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who are anxious to get the concession and who presumably have the 
capability to prov ide the services intended. 

We have a standard form contract or agreement, which is utilized 
by our installation commanders throughout the Army and the Air 
Force. The actual negotiation of the contract is handled at the in- 
stallation, normally by the exchange officer, and the negotiation re- 
quires the final approval of the inst allation commander. 

Mr. Suerrarp. Having consumms ated the contract by and between 
the Government and the concessionaire, what is the disposition of the 
funds that arise from the contract with the concessionaire ? 

General Parks. The initial contract will stipulate the percentage 
of sales, or the net profits that will be retained by the concessionaire 
and those to be turned over to the exchange. That varies with the 
type of activity and the locality, but it normally will run around 10 
to 15 5 perce nt that the exch: ange will take. 

Mr. Suepparp. Where does that fund go in its final analysis? Does 
it go to the contribution to the welfare func ‘tion ? 

General Parks. Yes, sir. 

Mr. Suerrarp. Do you have any master reporting plan that would 
be indicative of the total amount of funds derived from the conces- 
sionaires throughout the Army ¢ 

General Parks. Yes. 


INCOME FROM CONCESSIONS AT POST EXCHANGES 


Mr. Suerparp. Would you present the total income emanating 
from any and all sources in the concessionaire field in the record ? 

General Parks. Yes. I have it right here. 

Mr. Mitre. Is that limited to the continental United States? 

Mr. Suerrarp. I want it universally. 

Mr. Miuier. I thought the general referred to only the continental 
United States. 

General Parks. My answer was confined primarily to the United 
States, since the report we are discussing, which was prepared by the 
staff of your committee, was confined to the United States. 

Mr. Suerrarp. My inquiry has to do with the total. 

General Parks. On this particular question ? 

Mr. Suepparp. That is correct. 

Mr. Mitier. I thought that was what you had in mind. 

Mr. Surrrarp. The same question is propounded to the Air Force 
and to the Navy that I have just propounded to General Parks. 

Mr. Jackson. May I say that General Parks represents both the 
Army and the Air Force exchanges. He is the head of the Exchange 
Service. 

Mr. Tuomas. Will you get the markup in the continental United 
States and on the outside? Iam one who thinks you should not make 
I cent of profit. You should give it to the troops. 

Mr. Suerparp. Will you supply the information if you do not have 
it available ? 

General Parks. The total concessionaire income for fiscal year 1957, 
Army and Air Force, was $18,393,000. 
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POST EXCHANGE PROFITS 


Mr. Tuomas. What isthe markup ? 

General Parks. In the United States, my office prescribes the mark- 
up policy. Generally the policy is that on items of nec essity, such as 
razor blades, aaa articles, and so forth, we apply the minimum mark- 
up which is 714 percent. 

Mr. Tuomas. That is too high. 

General Parks. The maximum markup is on items of comfort and 
convenience, gift items, and the like, and it is 25 percent. 

Mr. Thomas. How much profit is in that 25 percent. 

General Parks. Our net profit usually runs from 6 to 7 percent on 
our total operations. 

Mr. Tuomas. You ought to do better than that on a 25-percent 
markup. The Navy does not have any markup at all, does it? 

Admiral Breckneti. For the Navy exchanges, yes. 

Mr. Tuomas. How much? 

Admiral BECKNELL. An overall markup to 15.5 percent for the 
Navy and 15% for the Marine Corps. 

Mr. Tuomas. Ts that just for the break-even basis? 

Admiral Brecxnetn. No, sir. That will make a net profit. 

Mr. Tomas. How much? 

Admiral Becxnety. It will run around 7 percent. 

Mr. Tuomas. What do you do with it? 

Admiral Brecknetu. We give it to the welfare fund. 


WELFARE FUND 


Mr. Tromas. I thought that we appropriated funds for the Navy 
welfare and the Army and the Air Force should be doing the same 
thing. 

Mr. Suerparp. That is an additional contribution to the fund total, 
as I interpret the procedure. 

General Parks. That is correct. 

Mr. Thomas. If you yield to the pressure of the little merchants in 
the community you will be taking it out of the pay of your officer per- 
sonnel and your enlisted personnel. That is morally wrong. I will 
defend it any place with anybody. You try to close down one of these 
installations where the merchants are raising cain and just see how 
far you get. You owe it to your officer personnel and you owe it to 
your troops. It isa part of their pay and it is precious little. 

Mr. Suerrarp. I think the approach of my colleague from Texas is 
quite a proper one. 

Mr. Troomas. The welfare fund ought to be an appropriated fund. 

Mr. Sueprarp. We should have the differentials which the gentle- 
man has referred to compiled and placed in the record so that they 
will be understandable. 

(The following information was submitted.) 


Army and Air Force welfare staffs estimate that approximately $14.4 million 
of appropriated funds, exclusive of construction costs, were provided during 
fiscal year 1957 for support of Army and Air Force welfare, recreation and 
morale programs. During fiscal year 1957 nonappropriated funds from the 
profits of exchanges in the amount of $47.6 million were provided for welfare 
funds. 
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BUILDINGS FOR POST EXCHANGES 


Mr. Surrrarp. Are the concessionaires required to rehabilitate, re- 
build or erect buildings used for exchange operations ? 

General Parks. Normally, no, sir. They will normally be provided 
surplus fac ilities, if such are available, by the commander concerned. 
There are cases, of course, where such facilities are not available and 
occasionally the concessionaire will make a capital investment to 
provide the facilities. The term of the contract normally negotiated 
with that concessionaire is intended to be long enough for him to 
amortize his capital investment during the period of the contract. 

Mr. SuerrarD. That position, however, is more or less taken upon 
the premise of the necessity that emanates from geographical station 
B ascompared to station C? 

General Parks. That is correct. 

Mr. Suerrarp. In other words, where you have buildings in status- 
availability, that is one concept, but do you literally go up and build 
espec it ally to accommod:; a concessionaire ? 

General Parks. No, si 


PROFITS NOT TURNED OVER TO WELFARE FUND 


Mr. Suerrarp. That is my understanding. 

Now, the report has been presented to the committee that the Air 
Force exchange made a profit of over $57 million last year and turned 
over only $35 million to the service welfare fund. What happened 
to the difference of nearly $22 million ? 

General Parks. There is some discrepancy there in those figures. 
I do not know the source of them. The total profit that the Army 
and Air Force Exchange Service generated in the fiscal year 1957 was 
$56 million. 

Mr. Minuer. Worldwide ? 

General Parks. Yes. 

Mr. Mintzer. Is that the grand total? 

Mr. Snerrarp. You said originally that your total profit over all, 
statesside and otherwise, was approximately $56 million ? 

General Parks. That is correct, worldwide. 

Mr. Surerrarp. Now, what is the approximate figure that was turned 
over to the service welfare fund? Our information was $35 million. 
You say the $35 million is inaccurate, 

General Parks. Yes, sir. 

Mr. Stxes. What isthe correct figure? 

General Parks. From memory I would say it is $47 million. I 
would like to confirm that from my fivures. 

Mr. Suerrarp. You have turned over $47 million to the service wel- 
fare funds, I presume that the funds were disseminated in the category 
of what embraces the phraseology that I just applied; the service 
welfare application fund; is that correct ? 

General Parks. That is correct. 

Mr. Suerrarp. There were no deviations from that so far as you 
know ? 

General Parks. That is right. 

Mr. Suerparp. What happened to the difference between what you 
received and what you turned over to the service welfare funds? The 
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original figure that I gave you of $22 million you do not agree with, 
but whatever the difference was, what happened to the funds? 

General Parks. They would go into the capital structure of the 
worldwide organization to improve facilities, and to enable us to 
operate the service more efficiently. I can give you more specifics 
on it if the Committee desires. 

Mr. Suerparp. I would like to have a rather detailed explanation 
of that because of the evidence of the question involved here. I think 
perhaps an explanation in detail would be quite acceptable. 

(The following additional information was submitted. ) 

Dividends of the Army and Air Force Exchange Service for fiscal year 1957 
in the amount of $47.6 million were less than net profits of $56.3 million in the 
amount of $8.7 million. This retention of profit was invested as follows: 


{In millions of dollars] 


Additional investment in inventories_._.._..___-~_- sian 


Net investment in fixed assets (cash invested in fixes d assets ‘less amount 


recovered through depreciation) ._-__._________--__~- salle a 
Net investment in bowling alleys transferred to welfa ire ac tivities s...2. See 
Pree savertanent int Other Aawets: on i eS ee See 3 

INN ies diagenetic eg gia inna ep aioaa ce cn aged ata ideale ee 8.7 


JURISDICTION OVER PROFITS RETAINED 


Mr. Surprarp. Now, who is the individual that has cognizance and 
literal jurisdiction over how those differentials are expended, mean- 
ing by that the difference between the original figure and the $47 
million. 

General Parks. In the case of the Army and the Air Force that is 
our Board of Directors. It is a joint board composed of three general 
officers from each of the services, alternately chairmanned by the 
Comptroller of each of the services. The Board is vested with the 
delegated authority and responsibility of the service secretaries 
through their respec tive Chiefs of Staff. 

[t is accomplished physically by me and my staff. I present to the 
Board of Directors annu: itty not only the operating results for the pre- 
vious fiscal year and an analysis of them, but our financial plan for the 
succeeding fiscal year in detail and they approve it. Once it is ap- 
proved, my headquarters implements it. 

Mr. Suerrarp. In other words, you give it the same budget scrutiny, 
I presume, that we give to the expenditures that have to do with 
military functions? 

General Parks. Yes. The Board of Directors function in many re- 
spects the same as your Committee does in a review of the ap ypropriated 
fund budgets 

Mr. Sueprarp. Does the Nav y find itself in the same position ? 

Admiral Becxnett. Are we speaking of profits, or the concession- 
aire business ? 

Mr. Sueprarp. We are speaking of the profits of the Exchanges in 
the Air Force and we are applying the same philosophy to the Navy. 

Admiral Brecxnety. Our net profits are paid to the welfare fund, 
either paid directly to the station, or the Bureau of Personnel for a 
central recreational fund. Of course, out of our gross profits, you 
understand, we take all of our operating expenses. 
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(Additional information was submitted as follows:) 


Marine Corps disposition of exchange profits in fiscal year 1957: 
61.69 percent to local recreation funds. 
11.10 percent to central recreation fund. 
17.72 percent to capital. 
9.49 percent to reserves. 


USE OF WELFARE FUNDS 


Mr. Sneprarp. Gentlemen—and this is directed to you General 
Parks—do you approve of funds being expended in the field of semi- 
public utilities ~ the purpose of the best interests of the personnel 
on a station? will draw a hypothetical question in order that you 
may underst: nd what I am approaching here. Assume that I am in 
geographic al location H and it is rather difficult for me to get televi- 
sion in there, but by using a coaxial cable I could have disseminated 
reasonably clear pictures. Would you consider this fund as adaptable 
for the purpose of advancing funds to that field of operation in order 
that not only the civilian population around you, but you yourself, 
would have access to this particular type of what I call public utility ? 
Sitting as a Board member representing these things, and represent- 
ing the Army and the Air Force’s interests, what would be your deter- 
mination in that field of request, if you received a request of that kind? 

General Parks. Well, I personally would feel inc “gprs to say that 
was an appropriated fund re sponsibility. Normally, a permanent- 
type construction to provide for exchange fac ilities is “prov ided for 
out of appropriated funds, either through initial construction, or 
because they are available on an installation. 

Mr. Sueprarp. I understand that. My question was ad lressed spe- 
cifically to an incident, perhaps hypothetical, but sitting as a Board 
of Review and having to do with the adjudication of cbpeubttare of 
funds, under your policy determinations, would the expenditure of 
funds in the field that I have referred to be acceptable for appropria- 
tion purposes, or not? 

General Parks. That is a rather difficult question to answer. Cer- 
tainly, a coaxial cable in there that would enable our people to have 
better television reception falls within the general purview of our allo- 
cation of funds for welfare. 

Mr. Suepparp. And also puts you into the public-utility aspect by 
disseminating the same service to civilians within the area; does it not ? 

General Parks. Yes. 

Mr. Sueprarp. Would that in any manner have a tendency to con- 
trol your judgment in the final analysis? 

General Parks. No: I do not think that it would too much, Mr. 
Chairman. Certainly, if we can provide something that is going to 
improve the morale and welfare of our own military personnel and 
simultaneously contribute to the local community, a commander would 
be very much in favor of doing that. 

Mr. Sur prarp. I grant he that, but is not this a rather precarious 
field, if the field exists, whereby you place yourself in a public-utilities 
category ? 

General Parks. That is correct. 

Mr. Sueprarp. You do give the services certain beneficial opera- 
tions, like swimming pools and what not, but that is a military con- 
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trolled function invariably on the post and within the military juris- 
diction itself. Now, if we deviate and become a component part of the 
public utility, then we also become a component part of the obliga- 
tions thereunder. 

General Parks. I see your point. 

Mr. Sunerparp. That is beyond the scope that, normally, some mem- 
bers of this committee have interpreted this particular function to fall 
within. 

General Parks. Yes. 

Mr. Sueprarp. Am I right or wrong? 

Mr. Mitxer. I would like to ask a question that might clarify this. 
You gentlemen do not hi ive the responsibility of seeing how this 
money is expended after it is turned over to the welfare fund. These 
questions, I think, are more or less hypothetical, are they not? I mean 
as far as what you would do. The responsibility for the expenditure 
of nonappropriated funds does not rest on your shoulders. 

General Parks. You are right. 

Mr. Murer. In other words, you collect the money and distribute 


it according to law, and what is done with it after that is not your 
responsibility. 


General Parks. That is correct, sir. 

Mr. Suerparp. I certainly misinterpreted the gentleman’s state- 
ment when he previously stated it was within the scope of his juris- 
diction to adjudicate how the funds would be expended. I made an 
error. 

General Parks. I may, perhaps, have confused you, but I can set 
the record straight. I, as Chief of the Army and Air Force Ex- 
change Service, have no responsibility with respect to the determina- 
tion of our welfare-fund requirements, or their allocation. I have the 
job, once the requirement is imposed upon me, to generate the profits 
necessary to meet that requirement and to turn them over to the Army 
and the Air Force, who allocate them in accordance with the priority 
and requirements that they establish. 

Mr. Mitter. I thought that there was a misunderstanding. 

Mr. Sueprarp. There was a misunderstanding because I misinter- 
preted the gentleman’s answer. 


JURISDICTION OVER WELFARE FUNDS 


Now, Mr. Secretary, I will ask you who is in control of the expendi- 
ture policy. 

Mr. Jackson. The Office of the Secretary of Defense has promul- 

gated directives on funding and space criteria for morale, welfare, and 
recreational facilities. The Secret: ary of the Air Force has a welfare 
board which distributes these profits to the Air Force commands. The 
Army distributes funds through the Office of the Deputy Chief of 
Staff, Personnel, for its welfare and recreational activities. 











REGULATION ON FUNDING OF WELFARE FACILITIES 


Mr. Sree As far as the regulatory procedures are concerned, 
to which I am addressing myself, they would, obviously, fall within 
the purview of your inter preti ition of that regulation / ( 

Mr. Jackson. Yes, as farasI recall. 

Mr. Suerparp. Have you read the regulations and feel that you 
are capable of interpreting just ex cactly what the “y may mean insofar 
as their literal application may pertain ¢ 

Mr. Jackson. I would not try, from memory, to interpret them, sir. 
I have studied them at various times with respect to particular ques- 
tions. These instructions originated, in the first instance, in the Office 
that I represent, that of Manpower and Personnel, and were submitted 
to the Secretary of Defense for approval. They have, from time to 
time, been altered. I would not undertake to say that I am familiar 
with the details at this time. 

Mr. Sueprarb. | am wondering if you would, in those circum- 
stances, Mr. Secretary, supply this committee wiih a copy of that 
regulation and all the amendments thereto. 

Mr. Jackson. I will be h: appy to. 

(The regulations referred to were submitted for the use of the com- 
mittee. ) 

Mr. Jackson. On the last score, it would be my thought that the 
services were to have implementing regulations to this directive. 

Mr. Suepparp. You can get those. 

Mr. Jackson. I will get all those for you, and be very happy to 
do so. 

Mr. Suepparp. I think that the committee at this time should be 
supplied with the regulations and all the appendages thereto, irrespec- 
tive of where those may emanate from, in order that we may have an 
opportunity of interpreting them and how funds should be expended 
in this fiel« lof oper: ation. 

(The directives referred to were submitted to the committee.) 


HANDLING OF EXCHANGE RECEIPTS 


Mr. Srxes. I would like to try to get a little clearer picture, Mr. 
Secretary, of the budgeting process followed i in handling receipts from 
exchanges. At what level in the services is authority over the distribu- 
tion of these funds vested ? 

Mr. Jackson. Are you referring to the funds generated in the Post 
Exchanges? 

Mr. Stxes. Yes. Who isthe boss? 

Mr. Jackson. The boss is the Welfare Board of the Air Force and 
the Deputy Chief of Staff for Personnel of the Army, through his 
staff supervision of the Army central welfare fund. The ultimate 
use of the money by the service is, however, controlled by the policy 
instruction of the Office of the Secret: iry of Defense as to facilities. 
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Mr. Sixes. At any point, are these disbursements screened by budget 
officers of the respective services ? 

Mr. Jackson. In the first instance, it is my understanding that the 
Air Force Board is composed of ranking budget officers of that service, 
The Army Program Director, Morale, Recreation, and Welfare, 
Deputy Chief of Staff for Personnel, determines the amount of appro- 
priated and nonappropriated funds, respectively, that are needed to 
maintain an adequate morale, welfare, and recreational program. 

Mr. Suxes. Do you mean that they will have sole jurisdiction over 
what is done with the money ? 

Mr. Jackson. No. 

Mr. Stxes. Who reviews their decision ? 

Mr. Jackson. I do not believe there is any review of the Board’s 
determination. 

Mr. Stxes. Then they would have the sole jurisdiction over the dis- 
bursement of funds, would they not? 

Mr. Jackson. Yes. Why I hesitated—there is some, and I am not 
familiar with this particular operation at command level, need for 
flexibility and evaluation of demand between theaters and installa- 
tions, but I think the answer to your question is they are the final ones 
to decide how it will be apportioned and to whom and for what pur- 
poses in those two services. 

Mr. Srxes. Is their decision final ? 

Mr. Jackson. Yes, unless in the event 

Mr. Sikes. Is there a budget process within the Board ? 

Mr. Jackson. Yes. 

Mr. Srxes. How does that process operate? How is it set up, first? 

General Parks. The mechanics of the development and submission 
of our budget starts with the issuance of a budget directive, which I 
usually prepare and submit to the Board for approval. Once approved 
by the Board, then that directive is sent out through command chan- 
nels down to the installation levels. It imposes upon all levels in the 
command structure certain responsibilities in the development of the 
budget, from the installation exchange level on up. 

Now, in my office we consolidate all of those submissions from the 
various commands and come up with the total. worldwide financial 
plan for the Army and the Air Force Exchange Service, which is pre- 
sented to the Board of Directors for approval. As to disbursement of 
funds—the different funds are disbursed differently. On capital ex- 
penditure funds, we allocate, at the present time, 1 percent of net sales, 
estimated net sales, to each major commander. Within that 1 percent, 
he has complete authority and responsibility for the expenditure of the 
funds to meet what he determines are the most pressing requirements 
for capital improvements in his exchange system within his command. 

We allocate certain funds for “open to buy,” or local procurement. 
The local exchange officers, within limitations and in accordance with 
certain rules and regulations, use these funds to procure merchandise 
and serviges locally. 

Mr. Srxes. You may expand that answer for the record if you wish. 
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(The following additional information was submitted :) 


1. The annual financial plan prepared by the Chief, Army and Air Force Ex- 
change Service for the worldwide Army and Air Force Exchange Service con- 
sists of the following components: 

(1) Profit and loss budgets by quarter for: 
(a) Each command. 
(b) Army commands in domestic United States, combined. 
(ec) Air Force commands in domestic United States, combined. 
(d@) Army and Air Force commands in domestic United States, combined. 
(e) All oversea commands combined. 
(f) Commands in domestic United States and overseas, combined. 
(2) Projected capital expenditures by months. 
(3) Balance sheet, worldwide. 
(a) At beginning of fiscal year. 
(b) At end of fiscal year. 
(c) For each month during fiscal year. 
(4) Projected working funds and Cash in transit. 
(5) Headquarters (Chief, Army and Air Force Exchange Service) expenses for 
the fiscal year. 
(6) Service centers (United States) expenses for the fiscal year. 
(7) Projected merchandise inventories by commands, by months. 
(8) Open to buy, by months. 

2. The quarterly statements are reviewed by Headquarters, Army and Air 
Force Exchange Service. Deviations from the approved budget receive detailed 
study and analysis. As a result of this review, the Chief, Army and Air Force 
Exchange Service, contacts by letter each major commander, and points out op- 
erating trends, deficiencies, and outstanding phases of his exchange operation. 
Through this quarterly analysis, each commander is in position to take immedi- 
ate corrective action, as required, in all phases of his exchange operation. 


REVIEW OF ACTIVITIES 


Mr. Srxes. Does the Inspector General review the activities of the 
Board ? 

General Parks. Yes. We are subject to an annual inspection by 
the Inspectors General of the Army and the Air Force. 

Mr. Sixes. Does the Bureau of the Budget enter into your activities 
inany way ? 

General Parks. No, sir; not normally. We do, however, have an 
annual audit performed by a certified public accountant firm. Our 
local auditor at the base may also make audits as requested by the 
installation commander. I have an auditing section in my head- 
quarters. We audit the exchanges, also. Then my headquarters, in 
turn, is subject to audit by the certified public accountants and to in- 
spection by the Inspectors General of the two departments. 











USE OF MERCHANDISING EXPERTS 


Mr. Suxes. At what level, if any, do you bring in people who are 
expert in the field of merch: indising to advise you in your oper ‘ations? 
Do you have a trained general supervisor who has ch: arge of the activi- 
ties of the Post Exchanges worldwide? 

General Parks. I have in my organization in New York a merchan- 
dise division which is composed of experts, predominantly civilian 
employees. 

Mr. Stxes. They are expert by what standards? 

General Parks. By commercial standards. 

Mr. Srxes. Are they from commercial life ? 

General Parks. Most of them are from Montgomery & Ward, Sears, 
Roebuck, J. C. Penney, and so forth. 

Mr. Srxes. Do you borrow them or hire them ? 

General Parks. I hire them. We are also members of the Chamber 
of Commerce, the National Retail Merchants Association, and other 
organizations which provide us with the most up-to-date methods and 
trends in merchandising. We try to keep, and I think we do a pretty 
good job, of keeping abreast of modern merchandising. 


DISBURSEMENT OF FUNDS 


Mr. Stxes. Now, I would like to have a more complete breakdown 
than was previously requested by the chairman on the disbursement of 
funds. I would like to have that from the Army, the Air Force, and 
also the Navy. I would like to have you show for the past 3 years 
what your gross receipts were, what your profits were, and the major 

categories of disbursement in each case. 

General Parks. Yes. 
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(The following information was submitted :) 


Army and Air Force Exchange Service operating statement 


Retail branches 
Net sales 
Cost of goods sold 


Gross profit 
Total direct expenses 


Direct operating profit 


Food and service branches 
Net sales 


Cost of goods sold 


Gross profit 
Total direct expenses 


Direct operating profit 
Total all branches 
Net sales 


Cost of goods sold. 


Gross profit 
Total direct ¢ xpenses 


Direct operating profit 
1eral and 


Total gene 


penses 


Operating profit 
Depreciation 


Net operating profit 
Central overhead expense 


Profit before concession income 
Concession income 


Net profit 


Dividends declared 


administrative ex- 


[Dollars in millions] 


July 1, 1956, to 
June 30, 1957 


Percent 


1 
to sales 


Amount 


Amount 


$644. 5 100. 00 $630. 8 
515.8 80. 04 511.2 
128. 7 19. 96 119. 6 
39. 4 6. 11 36. 6 
SY. 3 13. 85 8&3. 0 
185.1 100. 00 177.8 
106. 57. 52 103.8 
78. 6 $2.48 74.0 
53.1 28. 69 49.4 
25. 5 13. 79 24.6 
29. 6 100, 00 SOR, 6 
622.3 75.01 615.0 
207.3 24. 99 193. 6 
92. 5 11. l¢ 86. 0 
114.8 13. 83 107. 6 
33.8 4.07 33. 9 
81.0 9. 76 73.7 
12. 1 1. 46 12.2 
68.9 &, 30 61.5 
30.9 3. 73 33. 7 
38. 0 4. 57 27.8 
18.3 2. 22 17.9 
56. 3 6.79 45.7 
47.6 64.9 


nt 


+ } 
to sales 


100 
8] 


July 1, 1954, to 
June 30, 1955 


Amount | 


0 


‘ 
Y 


» 


Q 


~vU 


¥ 
0 


Percent 
to sales 


100. Of 
80. 76 


19. 24 
5 16 


14. OR 


100. 00 


76. 16 


23, 84 


14. 21 
4.14 


10. 07 


98 
¥. OY 
3. 04 
. 15 
2 20 
7. 43 
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Exchange gross receipts, profits, and major disbursements for the past 3 years as re- 
lates to Navy and Marine Corps 





NAVY 
Disbursements 
Gross eo a 
Year receipts Total profits rs 
Local Central 
command recreation 
recreation 
Fiscal year 1955 $156, 200,000 | $10, 600, 000 $8, 700, 000 $1, 900, 000 
Fiscal year 1956 173, 500, 000 11, 200, 000 9, 300, 000 1, 900, 000 
Fiscal year 1957 194, 600, 000 11, 200, 000 10, 200, 000 1, 000, 000 


MARINE CORPS 


Disbursements 


Gross aut 
Year receipts otal profits me 
Recreation Reserve and 

capital 
Fiseal year 1955 ‘a .-| $44,478, 764 $3, 211, 857 $2, 596, 784 $615, 073 
Fiscal year 1956 Cw 48, 379, 164 ) 3, 365, 975 2, 870, 163 495, 811 
Fiscal year 1957- : pcsdhaicte 53, 791, 562 3, 895, 188 2, 711, 892 1, 183, 295 


USE OF APPROPRIATED FUNDS 


Mr. Norretx. Following this same line of discussion, does the Goy- 
ernment have to pay any part of this operation, or is it self-sustain- 
ing—and I mean all of it? 

Do the taxpayers have to pay out anything, any part of the opera 
tions of the commissaries and exchanges? Would you say it is com- 
pletely self-supporting ? 

General Parks. Not completely in the case of the exchanges, no. 

General Frrepman. If I may, I can speak to the commissaries. The 
status of our working capital funds of which the commissary is one, 
is presented to the Congress in a manner quite similar to our discus- 
sions with you in the appropriated fund area. Normally, we receive 
authority from the Congress to make certain funds available either 
from unexpended or unobligated balances to set up an initial work- 
ing capital fund. 

Now, from that point on we live within sales and surcharges, that 
we discussed before, and try to operate on a break-even basis. As I 
a nted out previously, this is not a self-sustaining operation, and I 

m talking about the commissaries now. The Congress appropriates 
funds and we use the appropriated funds for the pay of civilian per- 
sonnel who operate the commissaries and who are involved in the 
procurement, the supply, the packing, and sales operations. 

Mr. Norrety. Why should the taxpayers have to pay any money 
for the operation of the commissaries and exchange operations? W hy 
should they have to do that? That ought to be completely self- 
sustaining, should it not ? 

General Frrepman. I think that we have to separate the two. In 
the instance of the commissaries it is our feeling that if we were to 
include the capital expenditures and the pay of civilian personnel the 
prices would be prohibitive. 

Mr. Norreti. Will you submit all the arguments you can to show 
why the taxpayers ought to pay for any part of such operations? 
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(The information requested is as follows :) 


ARGUMENTS WHY APPROPRIATED FUNDS SHOULD Be Usep To Support EXcHANGES 


Exchanges should receive appropriated fund support because they are carry- 
ing out an essential responsibility of the Government. Military service carries 
with it restrictions on the time and movement of service personnel. It is neces- 
sary, therefore, that the Government have available on every installation some 
facilities where service families can conveniently shop for their daily needs. The 
Government does this through the exchange. In addition, exchanges help to 
maintain uniform living conditions and to stabilize living costs on military in- 
stallations in the United States and overseas. 

An effectively operating exchange is essential to high esprit de corps and 
morale among service personnel and their families. The relatively slight amount 
of appropriated fund support to exchanges materially adds to the effectiveness 
of the exchange in carrying out its assigned mission. 

Legal authority for appropriated fund support of exchanges dates from 1892. 
Exchanges are authorized to use public buildings or public transportation when 
not required for other purposes. Appropriated funds have, since 1893, been au- 
thorized for construction, equipment, and maintenance of suitable buildings at 
installations for the conduct of exchange activities. Congress has consistently 
recognized the need and desirability of appropriated fund support for exchange 
activities. 

In 1949, by agreement with the House Armed Services Committee, exchanges in 
the United States were required to reimburse for the cost of all utilities, main- 
tenance and equipment (except surplus Government equipment) ; the reason for 
this was the Committee’s desire to narrow the price differential between ex- 
changes and private enterprise by increasing the exchanges’ cost of operation. 
It was not a departure from the general policy that a certain amount of appro- 
priated fund support to exchanges was necessary and desirable. 

Actually over 95 percent of all appropriated fund support goes to oversea ex- 
changes. Congress has affirmed the Government's responsibility for providing 
wholesome and comparatively uniform living standards for service personnel 
obliged to serve overseas through adequate exchange services. The House Armed 
Services Committee, through its Subcommittee on Defense Activities, in a report 
on overseas investigations during September and October 1953, has stated: “* * * 
The exchange is a service organization. Every effort should be made to meet the 
requirements of the services. The American abroad, particularly on official 
duty, has the right to look to the American services exchange as an ‘American 
island’ where he can continue to enjoy and to use the things familiar and a 
part of the American life.” 

If the exchange were required to pay for the costs now assumed by appro- 
priated funds or to reimburse appropriated funds for such support, the addi- 
tional costs imposed would require either increases in pricing levels to military 
patrons or reduction in exchange support of military welfare programs, by a 
similar amount. Either of these courses would strike at the very character of 
the exchange as it has traditionally existed in the eyes of service personnel since 
its inception some 60 years ago. Not only would service families suffer a personal 
financial loss but their esprit de corps and morale would be seriously damaged by 
the action of their Government in impairing their exchange, an activity which 
plays an integral and intimate part in their daily military life. 


AIR FORCE STATEMENT 


Commissary Stores are integral part of services rendered to personnel by the 
Air Force. The value of this privilege to service personnel cannot be meas- 
ured in any certain terms. However, from the standpoint of financial benefits, 
amorale factor is created and is definitely good from an overall Air Force view- 
point. We feel that the granting of commissary privileges to our people is one 
of the factors that is taken into consideration when a decision has to be made 
on whether or not to make the Air Force a career. 

As a result of congressional interests, the Armed Services Commissary Store 
Regulation was established. This regulation set forth criteria under which com- 
missary stores would be established. We have continuously reviewed the need 
for the commissary stores that are now in existence and those programed for 
the future. Through the years that the commissary stores have been in opera- 
tion, emphasis has been placed on the fact that only such stores as may be neces- 
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sary will be established in order to serve military personnel in localities where 
adequate comercial facilities are not conveniently available and do not sell com- 
missary type items at a reasonable price. 

We are presently operating under a 3-percent surcharge in the Zone of the In- 
terior and a 214-percent surcharge in our oversea areas. This surcharge ep- 
ables the Air Force to recover operating costs incident to the operation of com- 
missary stores, in compliance with annual Military Appropriations Acts. 

A basic commissary statute has existed since 1866. This law has no restric. 
tions as to location of commissary sales stores or reference to type duty of per- 
sonnel concerned. It is pertinent to note that in the past Congress has accepted 
for many years the statutory provision requiring the Air Force to maintain 
commissaries by appropriating funds for the operation of such commissarieg, 

All servicemen have entered the service with the understanding that existing 
privileges would be retained during their term of service and upon retirement, 
It is incumbent upon the Government to fulfill its responsibility in this implied 
contract. The largest single group affected in this case is the married career 
enlisted man, the core of the military establishment. 

Every community, including military communities such as posts, camps, and 
stations, has a right to have normal community facilities conveniently located 
nearby. This philosophy supports the necessity for commissary stores at bases 
where there are sufficient personnel on or adjacent to the base to make the 
operation of a store economically feasible. 

Operations of commissaries provides training which is essential to wartime 
operational and occupation duties. The operation of issue commissaries for 
troop feeding is a permanent requirement so that the extension of the facility 
to a sales service for individuals as authorized by law does not add too great 
a burden on Air Force work. 

It should he noted that the Hook Commission survey, the most comprehensive 
survey of military pay which has ever been conducted, contained as an accepted 
premise to its study the facts that “it is impracticable to attempt to assess the 
minor pecuniary and service perquisites of military personnel, such as buying 
privileges at commissaries * * *,” and “it would be * * * unfair and incorrect 
; * to maintain that these (perquisites) are more prevalent or far superior 
to those frequently obtained in industry.” 

When considered alone this question is one of major significance dealing 
directly as it does with the necessities to life and the ability of the serviceman 
to maintain his family at a proper standard. The armed services require quality 
in men. To retain to the services this type individual, the military service must 
be made and kept attractive to him. Men of quality have been retained in the 
service during the period of the existence of military perquisites. Removal 
of these perquisites threatens a breakdown of this record. Many hardships 
are integral to the military life and are accepted by the selfless individual who 
accepts military life with the distinct understanding that military perquisites 
will continue to be available to him. 


DIFFERENCES BETWEEN COMMISSARIES AND POST EXCHIIANGES 


Mr. Scrivner. Perhaps one of the reasons there is confusion in a 
subject as this is because there has not been a clear distinction drawn 
between the operations of the commissaries and a post exchange. In 
no place has it ever been made very clear. They are all lumped to- 
gether and the operations of the commissaries and post exchanges are 
entirely different. General Friedman should tell exactly what a com- 
missary is and how it operates and how post exchanges operate, and 
maybe some of this confusion would be dispelled. 
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DIFFERENCES BETWEEN COMMISSARY STORES AND EXCHANGES 


Exchanges are a source from which authorized patrons may conveniently 
purchase goods and services at reasonable prices, and from such sales a profit 
is derived which is used for the welfare and recreation of military personnel. 
All merchandise sold is financed by nonappropriated funds as are all costs of 
operation with the following exceptions: rent and exterior maintenance of 
puildings, payroll of military personnel, and, in overseas areas, utilities and 
transportation of merchandise. 

Commissary stores sell groceries and household items which are financed 
by appropriated funds that are reimbursed by sales. Operating costs such as 
utilities, maintenance and equipment are paid from markup or surcharge on 
merchandise sold, except overseas where utilities are paid from appropriated 
funds. Other costs, including labor, are paid from appropriated funds. 


Mr. Tuomas. It is a different shade of the same color. Here is a 
boy and his wife working for $125 a month in the Army. Back in 


civilian life he could make $300. Is he not entitled to a little break 
on his grocery bill ? 

Mr. Scrivner. That is not what we are talking about. I still main- 
tain that there has not been a complete explanation made of how a 
commissary operates and how a post exchange operates. If there had 
been, some of this Cc onfusion wouk | be dispelled. 

(The following statement was submitted. ) 


COMMISSARY OPERATIONS 


The procurement of subsistence supplies for resale through commissary 
stores is financed by the Air Force stock fund. These stores are normally oper- 
ated as an integral part of the subsistence supply mission which is concerned 
with the supply of food necessary for the feeding of airmen in dining halls. 
Subsistence items are sold to commissary store patrons at the cost price to the 
Air Force on which a surcharge of 3 percent and 2% percent in the continental 
United States and overseas, respectively, is imposed. This surcharge is required 
to comply with the general provisions of the annual military appropriation act 
which require that sufficient revenue be generated from commissary store sales 
to reimburse the appropriations concerned for the cost and maintenance of com- 
missary store equipment, general supplies, spoilage, pilferage and losses, first 
destination transportation within the United States and the actual or estimated 
costs of utilities in the United States. Other costs incident to the operation of 
commissary stores are paid from appropriated funds. 


Mr. Sixes. M: ay I ask if ee from the Post E xchange and the 


commissary operations are kept separate ? 


General Parks. Yes. 








RECEIPTS AND DISBURSEMENTS 


Mr. Srxes. I would like to have, in connection with 


OF COMMISSARY STORES 


the request T 


made for receipts from the post exchange operations, similar informa- 


tion from the commissary operations. 
(The following information was submitted.) 


Receipts and disbursements of Army commissary stores, 
fiscal year 1957 
eens Sale... 2... 
Surcharge collec tions. 


Total receipts 


Disbursements: 


worldwide, 





$176, 231, 785 
5 000, 455 
__ 181, 232 240 





Coat of woods set... eee Rae ee ee ore 176, 231, 785 
Expenses charge able to surcharge collections ‘per sec. 614, 
DOD Appropriations Act, fiscal year 1958: 
Supplies eae = : 1, 650, 772 
Equipment = IRIE SS: is 1, 568, 404 
Utilities (Conus only) _ ee ree ee ee eee ee AS 320, 742 


Maintenance_ 
Losses_. 


Total disbursements 


Excess of surcharge collections over expenses___-__-_--__-__-- 


In addition, certain expenses were properly chargeable to the 
maintenance and operations, Army appropriation approximately 
Civilian salary 
Other miscellaneous expenses inc Iuding tr: avel, 


aoa a ict tan ala 


FIC 


A tax, ete 


Total expenses charged to appropriated funds_-_- 


Navy and Marine Co 


ps commissary gross receipts, profits and ma 


for the past 3 years 
NAVY 
Year f iTOSS I if Remarks 
Fiscal year 19 $54, 800,000 | Commissary stores are operated on a break-even basis 
Fiscal year 1956_.-. 60, 700, 000 profit or profit distribution. 
Fiscal 1957 74, 900, 000 
MARINE CORPS 
Major categories 
Year Gross sales Net profit 
or loss] | Operating 
| Merchandise supplies, 
| utilities, et 
Fiscal vear 1955 $9, 594, 397 — $926 $9, 349, 208 
Fiscal year 1956 12, 696, 410 —4,119 12, 383, 026 


Fiscal year 1957 15, 208, 933 +-66, 994 14, 839, 554 


$120, 270 
139, 302 
182, 129 


oy 416, 613 


E 712, 246 


4, 688, T77 


180, 900, 562 








= ook. 67 
fiscal year 1957 
as follows: 


$10, 985, 120 
659, S80 


11, 645, 000 


jor disbursements 


There is no 


of disbursement 


} 
Capital 
assets 
( 


$125, 756 
178, 200 
120, 255 








—_ 
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AIR FORCE 


Air Force commissary stores are operated on a break-even basis. There is no 
profit or profit distribution. Gross receipts from sales to authorized patrons are 
listed below : 

Fiscal year: 


selbispednitiiets ins Gasca iin iciriwens Sy. A Ane 
aoe “ slp Min cect anton i talc leg eek Oi 181, 797, 000 


cesusiazan Cee 


JURISDICTION FOR OPERATION OF COMMISSARIES 


Mr. Stxes. Do you have a similar jurisdiction for the commissaries ? 
Who operates the commissaries 

Admiral Becxnetu. In the case of the Navy, it is the same. 

(Supplemental information submitted as follows :) 

In the Marine Corps, each commissary is operated by the local commander, 
managed by a commissary officer under the general supervision of the local 
supply officer. Overall control is exercised by the Commandant of the Marine 
Corps through the Marine Corps Supply Department. 

Mr. Srxes. In the case of the Air Force, who operates the com- 
missaries ¢ 

General Frrepman. In the Air Force, the commissaries come under 
the jurisdiction of the Director of Supply and Services, and it is a 
supply operation. 


DIFYERENCES BETWEEN COMMISSARIES AND POST EXCHANGES 


To speak to Mr. Scrivner’s point on this, the commissaries deal in 
subsistence stores, that is, foods and foods alone, and they supply two 
customers ; one, the service individual as an individual, and, secondly, 
operating organizations within the Air Force for purposes of feeding 
the troops through the normal processes in running a mess. This is 
as far as the commissaries go. It is a supply operation, and I think it 
should be—and, perhaps, the Navy may have a different point of 
view—but, at least from the standpoint of our operations, it should 
be an entirely separate type of thing because of the services which it 
performs. General Parks, I think, has covered the Post Exchange 
operations. 

Mr. Sixes. If I may interrupt, may I have the Army’s statement on 
that? Does that coincide with the Air Force’s statement ? 

General Evans. Our operation is identical with the Air Force on 
commissaries. 

USE OF APPROPRIATED FUNDS 


Mr. Srxes. May I make this observation? We have been talking 
about the share from ap propriated funds that goes into these opera- 
tions. It is always true, is it not, that the building is paid for, 
whether for a post exchange, a base exchange, or a commissary, out 
of appropriated funds? 

General Parks. Yes. 

Mr. Srxrs. And the utilities? : 

General Parks. The utilities, no, sir. The exchanges reimburse the 
Government for utilities used in the United States. We also are 
responsible for the internal maintenance of the buildings, for all 
equipment and fixturization of the buildings. 
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Mr. Sixes. Is that true of overseas bases, or just in the United 
States ¢ 

General Parks. Overseas, we are not required to reimburse for 
utilities. The Exchange Service, though, does assume the financial 
responsibility for the internal rehabilitation maintenance, equipping, 
and, fixturization of the buildings—overseas, as well as in the U nited 
States. 

Mr. Stxes. And the same is true of the Navy ? 

Admiral BeckNneLu. Yes, except in our commissary stores we pay 
for all of our utilities. That goes for the Navy and Marine Corps. 

Mr. Norrewu. I think the time has come, Mr. Chairman, when the 
taxpayers ought not to have to pay any part of the operations of the 
commissaries and Post Exchange operations and other similar things, 
I think this little argument tod: ay 1s going to be very helpful. I am 
sure we will all benefit by it. 


CURTAILMENT OF BUSINESS-TYPE ACTIVITIES 


Mr. Wuirren. Mr. Chairman, I have read this prepared statement, 
I have been one of those who has not been too strong for getting all 
military people out of these necessary and essential operations in 
peacetime, such as the commissary. In peacetime you have a hard 
job of finding something for the milit: ary todo. ¢ ‘ould General Moore 
put in the record the number of activities the services have been re- 
quired to quit doing for themselves in the name of not competing with 
business? That is an old story. I would like to have it in the record 
at this — It is my observation that most of that pressure from 
American business, was not to keep you from taking their business 
but they want to make business for themselves. It has reached dan- 
gerous proportions I believe. When we get our economy so tited to 
military spending it is dangerous. And if we get the military where 
it cannot do anything for itself, that is more dangerous. 

(The following statement was submitted :) 

Of 1,679 commercial industrial-type activities surveyed to date, decisions have 
been made to discontinue or substantially curtail 585. The military departments 
have been urged by the Office of the Secretary of Defense to vigorously pursue 
independent studies of commercial industry-type activities not previously encom- 
passed under the review program in accordance with the primary purpose of the 
DOD policy to refrain from Government competition with private industry. 


CSE OF CATERING SERVICE AT BOLLING AFB 


I will ask General Friedman this. T read in the paper—what is the 
new story about the supply of food at Bolling Field? Did you hire 
a catering service to feed the personnel that you have at Bolling Field? 
There is a story along that line in the paper recently. 

General Frrepman. The newspaper account is correct. We initiated 
a study on the feasibility of contract feeding in the Training Com- 
mand—I think for the first time in connection with the fiscal year 
1957 budget estimate for Operation and Maintenance. We have made 
some cost studies on this and we find at least in certain areas that 
we can operate our kitchens under contract at some savings to the 
Government. 
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USE OF MILITARY MANPOWER IN PEACETIME 


Mr. Wuirren. General, I do not question that. I can appreciate 
the man in the Air Force partic ‘ularly would hate to have KP duty. 
This course has reached the point where they stopped you from baking 
bread and various other things for yourselves. I was in Russia 9 
years ago. We saw the Russian military people putting up telephone 
lines for civilian use. We will not come to that here for a variety of 
reasons but it does show you that the economic drain of the large 
military program of Russia would be much less where the m: npower 
is utilized in the general ec onomy than it would be here where we not 
only do not let you do anything toc ompete with business but we make 
you cut business in on your activities. If we cut American business 
in on every activity to the point you forget how to do it, we had better 
have a pushbutton war because we could not fight if we were beyond 
the delivery range of the local bakery. It is a dangerous thing. I 
do not think the Air Force is smart in heading in this direction. 

I realize there are lots of unpleasant tasks but running commis- 
saries or exchanges, you know, whether you agree or not in the record, 
in peacetime just t about the hardest job vou have is to keep something 
to do for the huge number of personnel which requirements dictate 
that we have. 

General Frrepman. If I may comment at least to this extent, we 
have limited this operation to nontactical organizations. 

Mr. Wuirtren. That instance is a starting point on this kind 
thine, is it not ? 

General FrrepMan. Sir, I can assure you we have had additional 
requests because of its attractiveness to the enlisted man and we have 
turned them down on the basis that tactical organizations must have 
a capability to do this job for themselves in the field. We cannot ex 
tend this operation to the tactical organizations. 

Mr. Wnirren. What are you going to do in time of war? Will 
you take that caterer with you? You have no right to draft him. 
Does your contract include carrying him with you? 

General FrrepMawn. Sir, we would not expect to have to carry him 
with 1 ~ because we are limiting this service to nontactical organ i: 
Adlon, 

BUSINESS INTEREST IN DEFENSE ACTIVITIES 


Mr. Wuirren. I am not indicting American business. It is natural, 
everybody wants tocut in. When I first came to Congress I had a man 
back in my area that went to the local circuit judge and said his 
brother was getting a $15 cut on every herd of livestock the Farmers’ 
Home Administration was buying in his county and wanted him to 
write me about it. The judge said, “I will write him. He will try to 
stop it.” The fellow said, “No, I just want to be cut in on it.” 

So help me, a considerable part of this drive to stop the — itary 
from doing anything in the le 1 for itself as uneconomic is an effort 
not to keep you from getting somebody’ s business but an efor to 
make you cut them in on it. It just goes to make the point T have been 
trying to make. I cannot believe the more you spend in military 
the more prospe rous we are. so the leade rs] Ip of both parties seems 
to indicate to me. The minute we hire catering services for our 
services, I am sure the Russians felt they ought to quit now since 
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our forces are being fed by a catering service. Of course that one 
instance may not be so bad but it is representative of a trend, J 
wonder if they get you away from the delivery distance of the loca] 
bakery it might give Russia a little advantage, but it will not with a 
pushbutton war. 

CATERING SERVICE AT BOLLING AFB 


General FrrepMan. I want to assure you, Mr. Whitten, we did not 
do this on the basis of acceding to commercial demand. 

Mr. Wuirren. In other words, you initiated this one? 

General FrrepMan. Yes, sir. 

Mr. Wuirren. Is it that your folks did not like to do KP duty? 

General FrrepMan. We did this on the basis of quite a study. We 
think in the instances where we have instituted it, it is more economical 
and, to repeat—— 

Mr. Wurrren. Does it help your fighting capac ‘ities? That is what 
you have the military for. What we need is a ready military and if 
unpleasant tasks are essential for readiness, we must keep it. 

General FriepMan. It does in this respect, sir. It does release people 
who might be cooking in the Training Command for example, who 
never would have to go to war, for movement from a support function 
to a combat function. In the long run it does, therefore, improve 
our combat effectiveness. 

Mr. Wuirren. If the fight is around Bolling Field. 

Mr. Miner. Would you yield ? 

Mr. Wuirren. Yes. 

Mr. Mitrer. As a matter of fact, that is not anything particularly 
new in the service. For instance, you do not have the cadets, midship- 
men, and Air Force people do their own cooking in the Naval and 
Military Academies, and in many schools it has been decided it breaks 
up the curriculum to such an extent that if you do not have a provided 
mess for the people there it actually costs more money because it upsets 
the curriculum. You are running a training institution there ? 

General FrrepMaAn. Yes. 

Mr. Mituer. There is nothing unique about it. It has been done in 
various schools throughout the services for years, has it not? 

General Frrepman. It has at the Ac: idemy, sir. 

Mr. Miner. It has been done at various specialist schools, too, has 
it not? Those men do not all go on KP. 

General Friepman. I am sure there have been such instances. I 
think it was within the Training Command, however, to be fair that 
we did start this general trend in 1957. 

Mr. Mitier. Basic training and things of that sort. 

General FrmepMaAn. Yes. 

Mr. Wuirren. I do not want it left that I am the only one here 
that wants to put all these Air Force folks doing KP. I wonder 
whether it is sound military to have everything done like this, cater- 
ing service at Bolling Field, quit making rope, paint, these other 
things that in time of war you may need to do for yourself. I think 
it is a highly dangerous course we seem to follow, of making defense 
expenditures for business promotion. 

Mr. Mitier. Yes. It is not a particularly good example to take a 
training institution where a man cannot be t: aught so many hours of 
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anything if he has KP, where in a regular installation it is an en- 
tirely different proposition. 

Mr. Wuirren. Judge, you made a better case for this than these 
witnesses. ‘They have “not exactly said that. You have taken a good 
deal of time to try to indicate you believe that. I get better answers 
from my colleagues on some of these things than the fac ‘ts justify or 
that these gentlemen are w illing to say. 

You did not say that, did you, General Friedman ? 

General Frrepman. I did not, sir, and I am grateful to Mr. Miller 
for bringing that aspect out. 


DEPENDENCE ON DEFENSE SPENDING 


Mr. Wuirren. Really what greatly disturbs me is the Governmental 
and public attitude that our Nation is spending more than half its 
income on defense is thereby promoting prosperity. It appears to 
me, however necessary adequate defense may be, expenditures for de- 
fense are a hundred percent drain on the country from an economic 
standpoint. It is the cause of our problem and not the cure. 

Mr. SHeprarp. Any further questions on my right ? 


MARKUP PRICES IN COMMISSARIES AND POST EXCHANGES 


Mr. Tomas. I have a couple of observations to make to the gentle- 
men. 

I want to put the Pentagon in proper perspective with the commis- 
saries. After all, these people are in service and are human beings and 
have to eat. They are entitled just like in civilian life to have a few 
coats and suits, et cetera, that they can get at the exchange. You are 
charging too much at 27.5 percent markup. You should be able to do 
business at not more than 6 or 7 percent. 

I think we should insist in this bill that you do business in the 
United States and overseas at cost and let your cost be to maintain and 
operate your installation including your utilities and ordinary day-to- 
day repairs. Let us not take these costs out of needs of our troups 
and their wives and kids for a little recreation. I think the United 
States Government ought to do that in appropriated funds. 

You have a captive customer. You can say he can go downtown or 
the next post but that is not human nature. He will buy close to the 
post. So will his wife. 


PROCUREMENT PRACTICES 


He has to buy from you and pay whatever you say he has to pay. 
Anybody can sell under those conditions. What about your buying? 
There is where your brains come. I have seen some of the stock you 
had that was terrible. Your markup was too much. It was poorly 
bought. How much attention do you give and how much good judg- 
ment is used in your buying? What are your sources of supply and 
what is your total volume in th eU nited States? What is total volume 
of sales in commissaries overseas ? 

General Parks. Is this commissaries only ? 

Mr. Tuomas. Nobody will give you argument on your commis 
saries. Let us talk about PX. 
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General Parks. Our procurement practices are generally as fol- 
lows. In the United States my office negotiates with prime sources 
what we call price agreements. That is normally for national brand 
type items where customer preferenc e and demand has already been 
established and we know that is what they want at the exchange. 

Mr. Tuomas. Do you rely upon the General Services Administra- 
tion to help you in that buying? They have a tremendous organiza- 
tion, supposed to be expert. Do you pay extra salaries and let them 
pay for it? 

General Parks. Once these price agreements are arrived at we dis- 
tribute them throughout the field and they are used as guides, 

Mr. Tromas. Your answer is you ignore General Services Adminis- 
tration and set up your own procurement agencies; is that right? 

General Parks. Yes, sir. 

Mr. Tromas. Why do you do that ? 

General Parks. I do not know whether any thought has ever been 
given to General Services procuring our merchandise or not. 

Mr. THomas. What part of your total markup do you charge—I 
am a country merchant and can talk vour language—do you allo- 
cate to purchasing and procurement? Whatever it is, I do not know 
if you could save it all but you could certaimly cut down your over- 
head there. I do not see any occasion for having two competing—I 
guess the word competing is fairly well used there—setups within 
Government buying the same articles. 

General Parks. You would still require local procurement at instal- 
lation level of a lot of items. 

Mr. Trroomas. The answer to the question is General Services Ad- 
ministration is not going into the business of buying shoes and dresses 
and hats and suits and coats and a lot of common-use items you buy. 
Perhaps you might be justified in keeping 50 percent of your organi- 
zation but not any more than 50 percent. The other 50 percent 
General Services can do just as well as you can and does it every day. 


PRICING STRUCTURE 


What about your markup? Are the services wed to the idea of 
putting a oe which will show a profit of 15 or 20 percent of the 
gross every vear or 10 percent of the gross every vear to maint: vin the 
welfare and recreation fund ? 

General Parks. Three basic factors go into the determination of our 
pricing structure. First is the cost of our merchandise. Second is the 
expense of operating the worldwide exchange service. Third, of 
course, is the profit objective. The profit objective, as indicated earlier, 
I have no control over. That is determined independently by the two 
ees Army and Air Force, and passed on to me as a fiscal year 
requireme} 

Mr. Pasenin. What gross profit do you try to get from your 27% 
percent markup ? 

General Parks. It will run about 14 percent direct operating profit. 
The gross will run on food—— 

Mr. Tro is. T hope you do not make any profit on food. I thought 
you had a 3 percent m: irkup on food which is break even. 


General Parks. That is commissary. We operate snack bars and 
cafeterias in exchanges. 
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Mr. Tuomas. Go ahead. 

General Parks. The gross profit on food and services will run about 
45 percent. On retail 1t will run around 20 percent. 

Mr. Tuomas. What about your big PX’s? 

General Parks. They will be given a net profit objective, which is 
their contribution to the total worldwide requirement for welfare 
funds. 


NET PROFITS 


Mr. Tuomas. What do you say that net profit was last year—$44 
million ? 

General Parks. The net profit last year—— 

Mr. Tuomas. The chairman had a figure of $56 million. You 
thought it was $44 million. 

General Parks. The net profit was $56 million. Dividends or wel- 
fare funds distributed was $47.5 million. 

Mr. Tuomas. Out of the $56 million ? 

General Parks. Yes, sir. 

Mr. Tuomas. The other $9.5 million went to maintenance and 
operation ¢ 

General Parks. Yes, sir, improving capital structure, fixed assets, 
and so forth. 

Mr. Tuomas. That $56 million was based on what total sales? 

General Parks. About $830 million, worldwide. 

Mr. ‘THoMaAs. Whi at was total number of customers served ? Do 
you have any idea? That ought to be very important with you. 

Mr. ScRIVNER. Th at ison pages 45 and 46 of the report. 

General Parks. That is in the report. 


POLICY OF MAKING PROFITS AT POST EXCHANGES 


Mr. Tuomas. I believe you can make economies throughout the 
armed services far in excess of any $35 million or $40 million that you 
are taking out of the mouths and off the backs ‘of the folks of the 
Armed Forces and put it someplace else. I think you can save that 
money in economy someplace else. I am willing to write into the law 
you can only operate your operations here at cost. That ought not 
insult any of the officers or enlisted personnel of the armed services 
because it is for their use and benefit as it should be. When it is ex- 
plained to the American people they will be with you. 

General Moorr. May I add a very short statement, Mr. Chairman, 
at this time ? 

Mr. on pPpARD. Yes, sil 

Genera] Moore. Prior to World War II we had no centralized post 
exchange service. They had a post exchange at each post, ¢ — and 
station, which was owned by the enlisted pe ‘rsonnel stationed at that 
station. There was no ownership vested in any officer. 

Throughout the entire world where we had our Army personnel 
stationed—_I am talking about the Army which then comprised the 
Air Force—they all decided it was in the mutual interest to charge 
enough to prov ide a small excess fund to be ap plied to 9 — 
that th ley ‘ desired to equip, their d: ayrooms and other recreational : 
tivities not provided by the Government. 
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I think today if you would canvass the entire enlisted and com- 
missioned command, that they would all vote, if they had the privi- 
lege of voting, for some small profit to be applied as is now the case, 
Thank you, Mr, Chairman. 

Mr. THomas. General, I expect you are right about it. Our people 
are always generous. But why take 27 percent of every dollar they 
spend here? You are doing that. 

Mr. Scrivner. The only alternative would be to increase the appro- 
priations by $46 million or whatever it is. 

Mr. Tuomas. You should do it and I think you can pick it up in 
savings throughout the Departments. I do not think you have to 
increase appropriations a dime, I think the savings are there to be 
made. That is all. 

Mr. Suepparp. The gentlemen on my left ? 

Mr. Scrivner. Let as get back to ancient history. Carrying on 
what General Moore has mentioned, I was in service before a lot 
of you people were. 40 years ago each outfit had its own post ex- 
change. As a matter of fact, records show I was a member of the 
129th Field Artillery. One of the former Presidents of the United 
States was also a member of the 129th Field Artillery but in a differ- 
ent battalion and different battery. That former President of the 
United States was the post exchange officer for our regiment. 

This is an old, established thing. The people who patronize the 
post exchanges benefit directly themselves from their own business 
venture, That is just what it amounts to, They share in the profits. 
They share in the profits by having these additional recreational 
items. 

Again I feel that if there were a very concise statement made as to 
the difference between commissaries and post exchanges, this problem 
would not be as confusing as it is because no place until just inci- 
dentally was it ever pointed out that the commissaries are really the 
supply “depots for much of your food for all of your various military 
units. It is just a big central warehouse where the units must pro- 
cure their meat and all of the other commodities and that the indi- 
vidual personnel only procure there incidentally. That is an inei- 
dent to the commissary service. 

As far as captive audience or shopping circle is concerned, the 
staff report on page 45 shows only about one-third of the military 
personnel who are eligible to procure material at the commissaries use 
that service. It does point out that some time during the service 
practically every member of the military establishment will patronize 
post exchanges, which are entirely different. 

It might be well to do this. I will make a request that either here 
or perhaps earlier in the hearings there should be a detailed explana- 
tion of the difference between the operation of commissaries and 
post exchanges and it might be well to point out what percentage of 
commissary sales are made to military units as compared to the per- 
centage made to individual members of the military services. 
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(The information requested follows. Additional information may 
be found on pp. 627 and 629.) 


Comparison of sales in Army commissary stores and sales in Army-issue commissaries 
fiscal year 1957 


]Dollar volume of sales[ 





Dollars Percent 

Commissary stores Dakine dh ciaicis ie len iadbanal haa xe sass _..| $176, 231, 785 33.4 

Issue commissaries ‘ shige eal tiara Jdcviissededubael pea : : 350, 911, 215 | 66. 6 
spaieecaae i eimai 

Total sales ‘ women si smtcacabhaiee mahelend pitts ae state 527, 143, 000 | 100. 0 


| 


Mr. Suepparp. I think with the gentleman’s acquiescence that would 
be more or less proper to follow the statement of the Secretary. 


CIVILIANS EMPLOYED AT POST EXCHANGES 


Mr. Scrivner. One of the points was just barely mentioned but it 
has not been cleared up. As this relates now to the post exchanges, 
the civilian employees thereof, what is their status? Are they civil- 
service employees ? 

General Parks. No, sir, they are specifically exempted by law from 
the Classification Act. 

Mr. Scrivner. How are the rates of pay fixed ? 

General Parks. It is determined by my office in accordance with 
the policies approved by the Board of Directors. 

Mr. Scrivner. Some place throughout your organization, as I have 
traveled many places, I have run into individuals who were mer- 
chandising managers. They are the people who go out and buy. If 
what I have been told is correct—it may or may not be—some of 
them seem to receive some rather large salaries. That is why I asked 
whether they were civil service or not. 

Can you tell me offhand what some of your top salaries are? Do 
you not have a central office in New York or some place ¢ 

General Parks. Yes, sir. 

Mr. Scrivner. What are some of the salaries paid there ? 

General Parks.. The top salary paid in the worldwide organiza- 
tion is $16,500, That is in Europe in the exchange system over there. 
One is the Chief of the Merchandising Division over there and the 
other is the Comptroller, 

Mr. Scrivner. You will not find anybody in the New York office 
getting more than that? 

General Parks. At the present time the top salaried man in my 
New York office is $16,000. 

Mr. Scrivner. You say at the present time. What about in the past ? 

General Parks. The highest in the past history to the best of my 
knowledge was $16,500. 
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SALARIES PAID CIVILIAN EMPLOYEES 


Mr. Scrivner. That does not quite tie in with what I have heard. 
It might be well to set out at this point the salaries paid in your 
top—how do you grade them? They are not civil-service ratings— 
your top 8 or 10 levels of employment and how many are employed 
in each of those various categories. 

General Parks. That would be for the worldwide organization? 

Mr. Scrivner. Yes, sir, everything. 

(The information referred to follows :) 


Army-Air Force Exchange Service Distribution of current salaries paid to exc hange 
service ct tlian employees in dome slic and oversea ¢ xchange 8, April 1958 


Domestic Oversea Total Percentage 
United number of of 
States employee employees 
Salary rate ra Hourly Exchange Executive dollar paid by salary by salary 
pay plan | managerial} employees | employees | category category 


employees employees 





0 to $2,500 &, 854 0 0 44 &. ROR 48.3 
$2,501 to $4,006 5, O11 477 0 417 5, 905 32.0 
$4,001 to $5,000 61 701 19 335 1, 416 7.7 
$5,001 to $6,000 —_ 38 14 106 271 S79 1.8 
$6,001 to $7,000 5 7 161 270 AG 28 
$7,001 to $8,000 0 7 15] 209 7 2.0 
$8,001 to $9,000 0 0 SY gy ISS 1.0 
$9,001 to $10,000 0 0 42 OR 140 76 
$10,001 to $11,001 0 0 28 27 55 30 
$11,001 to $12,000 0 0 16 12 28 16 
$12,001 to $13,335 0 0 s 13 21 .12 
$13,336 to $16,500 0 0 ~ 3 ll OF 
Total nber i em 
ployees 14, 269 1, 722 628 1, 798 BG, 417 |. ..cncccnee 
Percentage of employees by 
major categories sie 77.8 9.4 3.4 9.7 100. 0 100.0 


Nore 1. Total number of Unit 





i States civilian employees in overseas exchanges is approximately 3,650, 


Of this number, current salary formation is available for 1,798 included in this schedule Ihe balance of 
+} 


this group are engaged in administrative, technical, and managerial functions, and are compensated in 
salary ranges up to $10,000 

Nore 2. Excluded are approximately 44,000 civilian foreign nationals paid in accordance with foreign 
tariffs requirements in other than United States currency. 


Top levels of exchange employment and salaries 


Navy: 
a. At Navy ship's store office: 
Per year 
General operations Ma@ROSOT 1... nice ctdncccmnn mb $18, 900 
Retail merchandise manager___-_-_ wma, ae 
Services merchandise manager ee 15, 600 
b. Selected individual store: Rests yurant and enliste d club manager, 


Naval Station, Pearl Harbor... ~~ i ie cen eB . ii 
Marine Corps: 
At Headquarters, Marine Corps: Head of accounting unit, ex- 
change service section________ tS oe ne Oe ed , 5, 880 
b. Typical salaries and titles—exch: inge stores: 
Exchange fiscal manager____- a Leer 8, 922 
CUiet RACOUBTAG Eo soccer ele as 8, 460 
ODEO MRGRASOR. oes oi - 7, 428 
Service station manager______________ 6, 060 
Merchandise consultant_____~- : = 6, 390 


Perea Meneses aoe oak 4, 908 
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JURISDICTION OF APPROPRIATIONS COMMITTEE 


Mr. Scrivner. You referred to a statement made and you asked 
the Secretary about a statement by Mr. Quarles. My recollection is 
we were not then talking about the personnel, the military, as to 
whether they would come under the j jur isdiction of this committee or 
whether this committee, inasmuch as those funds generated were non- 
appropriated funds, whether this committee would have any control 
over the nonappropr iated funds. 

Mr. Sueprarp. The gentleman is in error. I happen to be the in- 
dividual who propounded the question. The interpretation is wrong. 
If you go to the record you can correct it. 

Mr. Scrivner. That was my understanding because we had some 
discussion as to whether or not, inasmuch as these were nonappro- 
priated funds, whether this committee had anything to say about how 
those funds were used or spent or where they went. Our contention 
was even though they were not appropriated funds this committee 
did have jur isdiction and that we were entitled to inquire into any of 
the activities, what the money was spent for, how much was involved 
and where it went. 

Mr. Suxerearp. The gentleman’s contention is 100 percent correct. 
My quotation of Mr. Quarles’ answer is still in the record, and hag not 
been eliminated. 

Mr. Scrivner. That was my impression of what we were discussing. 


USE OF MILITARY PERSONNE! 


[ have just one final question. On page 2 of your statement, Mr. 
Jackson, you state that you justify the use of military personnel in 
exchanges 48 three reasons: Supervision and control of military 
function. I do not know whether this is a military function or not. 
It relates to military personnel, but it is satisfying their personal 
needs and not military needs. It is a matter of esprit de corps. I 
am glad you used that word and did not overwork the word “morale.” 
I cannot understand where, in an operation such as that, a man would 
get “training to fill a requirement under combat conditions.’ 

General Parks. Could I clarify that question ? 

Mr. Scrivner. I would like for you to, because it seems farfetched 
to me. 

General Parks. Perhaps better phraseology could have been used. 
It was intended to convey that, in time of war when our exchange acti- 
vities are operated in a theater of combat, we will be unable to use 
civilians and will have to do the job with military. To meet that 
mobilization requirement, to fulfill a requirement that cannot other- 
wise be filled, we have to train and utilize military personnel in time 
of peace. 

Mr. Jackson. I agree with the observation as to the language. The 
point we are trying to make is, in wartime our ability to get civilian 
personne] would be inhibited. 

Mr. Scrivner. That is correct. 
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Mr. Jackson. What 1 wanted to say is this. I should have made 
this clear, This is merely a draft which is now out with the services 
for a tria] run, and we are very happy to have these suggestions from 
vou before it is finalized. 


COMBAT PX OPERATIONS 


Mr. Scrivner. Let me suggest this. In connection with the ex- 
planation, please set out an example. In other words, in time of com- 
bat, here is the way we would, of necessity, be compelled to operate 
PX’s. We know you are not going to carry a lot of things in a combat 
PX that you carry back at the base. because you are not going to carry 
suites and clothes and underwear and women’s clothes and sport equip- 
ment and all that. You would have the essential you have to have, 
your toilet articles and tobacco and those things, so that your activity 
would be limited. 

If you can draw a picture of what a combat PX operation is, it 
would probably help to explain why you have this particular language. 

(The information requested follows :) 


ArMy-AIR Force EXCHANGE SYSTEM 


Combat exchanges furnish only items of necessity to military personnel. 
Items usually arrive in small quantities, and are sold immediately. The physi- 
cal location of combat exchanges is changed frequently ; therefore, the minimum 
amount of equipment is utilized. Military personnel are used exclusively in the 
operation of combat exchanges, and these personnel require prior training in the 
proper handling of exchange-type supplies and in the procedures used in ae- 
counting for nonappropriated funds. 


COMBAT EXCHANGE OPERATIONS 


Navy—In the Navy, ship’s stores are an integral component of combatant and 
auxiliary ships and operations in combat areas. It is, therefore, necessary to 
have trained military personnel qualified for combat to man the ship’s store, 
the laundry, barbershop, and cobbler shop. 

Varine Corps.—Marine Corps exchanges are operated as far forward as in- 
fantry battalions, in order to provide necessary health and comfort items at 
reasonable prices. As the combat situation permits, the range of variety of 
articles is expanded in an effort to support esprit de corps by providing certain 
“niceties” and meeting the differing tastes and needs of individuals. 

Mr. Jackson. We are happy to have your suggestions, because it is 
not finalized and we will reflect them in it. 

Mr. Scrivner. Thank you. 

Mr. Suerrarp. Further questions ? 


STATE SALES TAX 


Mr. Forp. In those States where they have a State sales tax and 
you have an installation where you operate commissaries and PX’s, 
do you charge the State sales tax, or are you outside the coverage of 
the sales tax ? 

Mr. Jackson. We contend we are without the coverage. We have 
pressures continually from States to tax post exchange articles, open- 
mess articles, and other articles. It is constant pressure. But we 
consider that these are—and we are supported by Supreme Court 
decision—Federal instrumentalities, and are not subject to State tax 
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except for exceptions under the Buck Act. We do not pay, and are 
not liable to pay, is the policy we have, supported by the decisions. 
Mr. Forv. That is all. 
Mr. Suerrarp. Further questions ? 


USE OF NONAPPROPRIATED FUNDS 


Mr. Mitxer. I have only one comment, really. That is, getting back 
to the discussion about the non: appropr ‘ated ‘funds as to whether we 
should appropriate these funds, there is a great deal of latitude due to 
their being nonappropriated funds that, if they were appropriated, 
might defeat the very use for which they are intended. Is that not a 
fact? 

Mr. Jackson. This is an important factor in why, as General Moore 
has said, you would find complete unanimity by the services. That is 
the main reason they would want to continue this. 

Mr. Mixer. Is that not one of the reasons these funds can be used 
for real welfare purposes in the discretion of the local commanders 
where if they had to rely on some statute or ruling of the General 
Accounting Office the funds would not be used, they would be afraid to 
— 

Mr. Jackson. That is right, and it is intimately connected with the 
needs of the people who are contributing to the support. They have 
no compunction about a reasonable m: kup when they know they are 
partners in contributing to their own recreation and w elfare activities. 

Mr. Miter. It means they can be used in a less formal way and 
accomplish things that appropriated funds are just too clumsy to meet. 
Oftentimes the appropriated funds are not there or the Bureau of the 
Budget might not liberate them until the people had gone or the need 
passed. 

COMBAT PX OPERATIONS 


In regard to this so-called combat, I would like to make this com- 
ment. I think Mr. Scrivner’s questions were well directed about it 
being misleading. 

In normal war conditions there are hundreds of situations where. 
while the PX may not be in the front lines and there may be no hand 
grenades going off around it, you would not be able to get civilians 
to go there and serve when they knew they might be bombed out or 
there might be a parachute attack. It is absolutely necessary in certain 
areas to have milit: ary personnel handle them or they just would not 
exist and you could not buy a pack of cigarettes. 

Mr. Jackson. We could not get the civilians and would not want 
them under those conditions. 

Mr. Mitier. That isall, Mr. Chairman. 

Mr. Sueprarn. I think it is pretty generally conceded if there is to 
be retrenchment in this function, it should be offset by compensating 
factors in salary. This is more or less a contribution to the total. So 
if you depreciate from one end you should make it up on the other 
if you San any intentions over the period of time to see they had 
certain partic ipation. 





COST OF UTILITIES 


I would like to ask you gentlemen to do this, the Air Force and 
Army. Give the committee the cost of utilities provided for the com- 
missaries that we have been discussing. If you do not have the figures 
available immediately, you can insert them in the record, please. 

(The information referred to follows :) 


Cost of utilities in Army commissary stores, fiscal year 1957 


estimated 
Heat, elect: - BU - ceceskcien $914, 47% $148, 378 | $362, 857 
Refuse collection___-- 88, 686 353 | 150, 039 
Telephone ; 7, 57 2 156 29, 735 


—— 


se 
320, 742 221, 890 542, 632 


dita cadnmhonams 


The total cost of utilities consumed by commissary stores in the United States 
is reimbursed from the 3 percent surcharge on sales. Inasmuch as section 614, 
DOD Appropriation Act, fiscal year 1958, does not require reimbursement for 
utilities in oversea areas, no reimbursement is made. Because of this, the over- 
sea surcharge value is only 2% percent. The above-indicated costs of utilities 
in overseas areas are estimated because no reports on costs are submitted. 


AIR FORCE STATEMENT 


The cost for utilities used in continental United States commissary stores 
since January 1, 1952, through December 31, 1957 was: $1,605,914.06 or an aver- 
age of $229,416 per year. This entire sum has been reimbursed to the appropria- 
tions concerned from surcharge collections imposed on commissary store sales, 
In effect, there is no cost to the taxpayer for these services in the United States. 
Since reimbursement to appropriated funds for utilities in overseas areas is not 
required by the general provisions of the annual military appropriation acts, 
actual costs for these services are not available. However, based on the ratio 
of the number of commissary stores operated in overseas areas compared to those 
in the United States, it is estimated that the cost for utilities in oversea commis- 
sary stores for this same period would be $1,255,825 or an average of $179,404 
per year. 


Mr. SyHerparp. We will stand adjourned until 10 o’clock tomorrow 
morning. 
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DEPENDENTS’ MEDICAL CARE PROGRAM 
Tuurspay, Aprin 24, 1958. 
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REAR ADM. F. P. GILMORE, MC, USN, ASSISTANT CHIEF FOR PLAN- 
NING AND LOGISTICS, BUMED 

MAJ. GEN. D. C. OGLE, SURGEON GENERAL OF THE AIR FORCE 













Mr. Suerrarp. The committee will come to order. 

We have before us Dr. Frank B. Berry, Assistant Secretary of 
Defense, and representation from the Department of the Army, the 
Department of the Navy, and the Department of the Air Force, for 
the purpose of responding to inquiries and making such statements 
as are determined to be necessary. 

The committee has had supplied to it a report from our investigative 
staff under the title of “Dependents’ Medical Care Act,” and it will be 
inserted in the record at this point, Mr. Reporter. 

(The document referred to follows:) 


DEPENDENTS’ MEDICAL CARE 
CONTENTS 
































ACT 


Dependents Medical Care Act (DMCA). 
Development of DMCA program. 
Office for Dependents Medical Care (ODMC). 
ODMC contract negotiations, 
Hospital contracts. 
Physicians’ contracts. 
Billing procedure. 
Claims and cost of DMC program (December 7, 1956—December 31, 1957). 
Professional claims and costs. 
Administrative costs. 
Professional cost per patient-day. 
Cost per diagnosis. 
Rates. 
Hospital rates. 
Preferred rates. 
Physicians’ rates. 
Fiscal administrator claim rates. 
Hospital contracts. 
Physicians’ contracts. 
Utilization. 
Freedom of choice. 
Estimate of eligible dependents. 
Summary of utilization—all services. 
Impact of DMCA. 
Utilization of Army hospitals. 
Utilization of Navy hospitals. 
Utilization of Air Force hospitals. 
DMCA effect on optimum use of medical funds. 
Dissemination of DMCA information. 
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DEPENDENTS MEDICAL CARE ACT (DMCA) 


The DMCA (Public Law 569, 84th Cong.) was approved June 7 
1956, to become effective December 7, 1956. Title I] of the act pro- 
vided, in part, that in order to assure the availability of medical care 
for the spouses and children who are dependents of the members of 
the uniformed services, the Secretary of Defense, after consultation 
with the Secretary of Health, Educ ‘ation, and Welfare, should con- 
tract for the medical care of such persons pursuant to the provisions 
prescribed under such insurance, medical service, or health plans ag 
he deemed appropriate. The term “uniformed services” covers the 
Army, Navy, Air Force, Marine Corps, Coast Guard, Commissioned 
Corps of the Coast and Geodetic Survey, and the Commissioned C orps 
of the Public Health Service. 

The medical care provided for spouses and children of active duty 
ial was as follows: 

. Hospitalization in semiprivate accommodations up to 365 
days for each admission including all necessary services and sup- 
plies furnished by the hospital during inpatient confinement. 

2. Medical and surgical care incident to a_ period of 
hospitalization. 

Complete obstetrical and maternity care including prenatal 
and postnatal care. 

Required services of a physician or surgeon prior to and 
following hospitalization for a bodily injury or for a surgical 
— wion. 

. Diagnostic tests and procedures including laboratory and 
X-r ay examinations, accomplished or recommended by a physi- 
cian incident to hospitalization. 

The statute specified that for each admission the plan adopted 
should also provide for payment by the patient of hospital expenses 
described above in the amount of $25 or at a fixed rate (later estab- 


lished at $1.75) per day for each day care was provided in a civilian 
facility, whichever was higher. 


DEVELOPMENT OF DMCA PROGRAM 


On June 7, 1956, a task group, later called an Interservice Com- 
mittee, consisting of representatives of Army, Navy, Air Force, and 
Public Health Service was organized by the Secretary of Defense. 
This group was assisted through consultation with representatives of 
the health insurance industry, the Blue Cross Commission, the Blue 
Shield Commission, the American Medical Association and the Ameri- 
can Hospital Association. This group formulated a plan commonly 
referred to as the “medical program,” whereby dependents of active 
duty personnel requiring medical treatment could obtain it from 
civilian sources. 

This program provided that dependents would pay only the statu- 
tory minimum charge for medical treatment plus certain established 
charges for such things as a private hospital room, private duty nurs- 
ing care, and treatment outside of a hospital. The physicians provid- 
Ing service under the program would be paid according to schedules 

of allowances negotiated between the Government and the appropriate 
ieadio’! organization in each State. Where these schedules could 
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not be negotiated the Government would promulgate them and pay 
physic ians according to them. In providing hospital care the Gov- 
ernment was to contract with both Blue Cross and insurance 
companies. 

The group also formulated the joint directive which was signed by 
the Secretary of Defense and the Secretary of Health, Education, and 
Welfare on October 18, 1956. The directive is the basis for all neces- 
sary negotiations, contracts, claim forms, and informational material 
upon whic th the operation of the program was later based. The joint 
regulations, the format of the schedule of physicians’ allowances and 
the claim forms for the operation of the program were also formulated 
by this group. In August 1956 this group contacted each State and 
area medical association, requesting them to determine the fee struc- 
ture to be used as a basis for negotiations and to name an agent which 
each association desired to act as its fiscal agent. Subsequent negotia- 
tions of physicians’ contracts were handled “by the Department of the 
Army. 

OFFICE FOR DEPENDENTS MEDICAL CARE (ODMC) 


On July 24, 1956, the Secretary of the Army was designated as the 
executive agent of the DOD for the purpose of implementing title IT 
of the DMCA. On September 3, 1956, the Office for Dependents Medi- 
cal Care in the Office of the Surgeon General, United States Army, was 
established to administer the program. This office operates under the 
direction of Maj. Gen. Paul I. Robinson and consists of 12 officers and 
36 civilians. In regard to its operations, the Executive Director uti- 
lizes | following three advisory committees : 

A Medical Service Advisory Committee, consisting of repre- 
oa itives of the Army, Navy, Air Force, and Public Health Serv- 
ice. 

The “Medicare” Committee of the American Medical Associ- 
ation, which meets periodically to discuss matters which affect 
phy sicians of the Nation. 

A similar committee of the American Hospital Association, 
which meets with the executive director to discuss. problems 
affecting hospitals. 

The Secretary of Defense also has an advisory Committee for De- 
pendents Medical Care which meets at intervals to consider problems 
and to monitor the program. 


ODMC CONTRACT NEGOTIATIONS 


Pursuant to directives of DOD two basic types of cost-type (non- 
profit) contracts were developed; one for the payment of physicians 
and the other for the payment of hospitals and private duty nurses. 


HOSPITAL CONTRACTS 


In a memorandum to the Secretary of the Army on September 19, 
1956, the Secretary of Defense issued instructions that im providing 
hospital care for dependents the Army should to the extent practicable 
contract both with Blue Cross and with an insurance company or com 
panies. This memorandum further stipulated that the apportionment 
of States to the Blue Cross and the insurance companies should, in 
general, be in accordance with a list attached to the memorandum 
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designating 31 specific States and the District of Columbia for Blue 
Cross jurisdiction and 17 States for the jurisdiction of the insurance 
companies. 

Of the approximately 850 companies in the health and accident in- 
surance field solicited by the ODMC as potential contractors under the 
program, about 48 companies responded. However, for reasons of 
economy, ease of administration and the capability of servicing the 
entire area of 17 states resulted in the selection of the Mutual Benefit 
Health ant Insurance Association of Omaha, Nebr. 

In December 1956, two cost-type contracts (nonprofit contracts) 
were executed. One contract between the Department of the Army 
and the Blue Cross Commission of the American Hospital Association, 
Chicago, Ill., covered the 31 States and the District of Columbia, orig- 
inally designated as Blue Cross States by DOD, and the Territories of 
Alaska, Hawaii, and Puerto Rico. The second contract between Mu- 
tual of Omaha and the Army covered the remaining 17 States. In 
general, the contracts awarded the major portion of the Eastern and 
Western States to the Blue Cross and the Middle Western States to 
Mutual of Omaha. 

Under the contracts the payment of hospital claims would be 
handled by Blue Cross and Mutual of Omaha acting as fiscal adminis- 
trators of the program in the ] yrocessing and paying of de spe ndents’ 
medical claims to hospitals seal ring the treatment. In carrying out 
its role as contractor, Blue Cross entered into subcontracts with 54 
local Blue Cross plans throughout its designated area. Mutual of 
Omaha in compliance with the small business provisions of its contract 
entered into subcontracts with three individual companies to service 
the hospital phase of the program in Kansas, Louisiana, and North 
Dakota. More specific details relative to the role of fiscal administra- 
tors are set forth subsequently in this memorandum. 


PHYSICIANS’ CONTRACTS 


In September 1956 a copy re the proposed physicians’ contract was 
circulated to all State and area medical associations, with the request 
that on a designated date their representatives and those of the fiscal 
agent nominated come to Washington, D. C., to negotiate. The maxi- 
mum fee for phvsicians’ services was to be negotiated on the basis of 
a schedule of allowances, the format for which had been previously 
transmitted to the pertinent medical society. The medical associa- 
tions were requested to insert fees which would represent the maximum 
amount physicians ¢ oul | charge for each procedure under the program 
based upon a physician’s normal charges to a private patient having 
an income of approximately $4,500. 

Between October 24, 1956, and December 7, 1956, contracts were 
executed covering medical treatment by phvsicians as well as the ad- 
ministration of claims by fiscal agents in all but six Sates. Eventually 
contractual arrangements were completed with all States other than 
Ohio and Rhode Island. In Ohio a schedule of allowances mutually 
agreeable to the Ohio Medical Association and the Government was 
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established but not signed by the Ohio Medical Association. With 
respect to Rhode Isl: and, a schedule promulgated by the ODMC was 
adopted by the Government. 

In all States, except Indiana, where contracts were executed the 
contract stipulates that the fees for the States involved are maximum 
fees and that the physician involved provides the services at either 
the maximum fee appearing in the schedule or at his normal fee which- 
ever islower. The schedule of allowances for fees in the Indiana con- 
tract are weighted average maximum fees. Under the Indiana con- 
tract the medical association agrees that the weighted average for all 
claims for a specific medical procedure submitted by physicians in the 
State shall not be in excess of the amounts set forth in the contract 
for the procedures involved. 

As a result of negotiations with the various State medical societies, 
the physicians’ contracts executed were as follows: In 32 States and 
the District of Columbia (including Prince Georges and Montgomery 
Counties, Md., and District 10 of Virginia) the State medical societies 
executed their contracts designating the Blue Shield in each State as 
fiscal administrator for them. In 13 States the medical societies exe- 
cuted their contracts designating eanaaa ves as fiscal administrator 
for the States. In two States contracts were executed by the medical 
societies designating two insurance companies as fiscal administrator 
for them. In Ohio and Rhode Island where the medical societies did 
not execute contracts, the Government designated an insurance com- 
pany as fiscal administrator. In Alaska the Medical Society of Alasks 
executed the contract designating Blue Cross as its fiscal administra- 
tor. In the State of Washington the contract was executed by the 
Washington’s Physicians Service. This service coordinates the ad- 
ministration of Blue Shield county plans in the State and the schedule 
of fees was agreed to by this service. In Oregon the contract was 
executed by Blue Shield designating itself as fiscal administrator as 
well as agreeing to the schedule of fees effective in that State. 


BILLING PROCEDURE 


In supplying medical treatment to dependents the individual hos- 
pitals and ae ians each submit their claims on a standard form to 
the pertinent fiscal administrator for the State involved. These 
claims are examined, approved, processed, and paid by the afore- 
said agent. The fiscal administrator then submits the claims and the 
processed IBM tabulated card to the ODMC for reimbursement. 

In general, according to ODMC, there is a lag of approximately 
9.4 months from the time hospital service is rendered until presented 
by the fiscal administrator to ODMC for reimbursement. For physi- 
clans’ claims, the time interval in this respect is approximately 2.7 
months. In reviewing the operations of ODMC it was noted that as 
late as February 1958 claims were being received for treatment ren- 
dered as early as December 1956. 
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CLAIMS AND COST OF DMC PROGRAM 
(December 7, 1956—-December 31, 1957) 
PROFESSIONAL CLAIMS AND COSTS 


A report compiled by ODMC dated March 5, 1958, indicated a total 
of 797,115 claims, totaling $69,209,697.60, had been submitted covering 
medical service rendered to dependents in the period December 7, 
1956, to December 31, 1957. These claims and acide pertain to treat- 
ment rendered by hospitals, nurses and physicians. A summary of 
them classified by the sponsor’s service is as follows: 





Sponsor’s service Hospital Physicians’ Total Hospital Physicians’ Total 
claims claims | claims | cost cost } cost 
Army.-. ; 88, 548 122, 411 210, 959 |$9, 580, 890. 24 | $9, 074, 365. 66 i$18, 655, 255. 9 
Navy.. 99, 095 | 150, 875 249, 970 |10, 795, 899.03 (10,943, 609.99 | 21, 739, 500.02 
Air Force 3 192, 781 320,097 |13, 564, 190. 82 |13, 815, 329.80 | 27, 379, 520. 62 
Public Health Service 9, 445 16, O89 732, 975. 75 702, 436. 31 1, 435, 412.06 
All services _- 321, 603 475, 512 | 797,115 |34, 673, 955. 84 |34, 535, 741.76 | 69, 209, 697. 60 


————_$_— ————————————— ——_—$—$—$ $$ ——___- - -— | — I _ 


In referring to the above it will be noted that the hospital costs 
and the physicians’ costs are approximately equal, and each repre- 
sents 50 percent of the total cost. In connection with the claims, it is 
to be noted that each dependent patient under the program generates 
at least one hospital claim and one physician claim. <A study made 
by ODMC in July 1957 indicated that approximately 2.4 claims are 
generated for each patient. 

The distribution of professional costs of percentage to the various 
services is as follows: 

Percent of 


Services: total coat 
Army potato 5 kia Seid d eee aoe 26. 96 
Navy bak te asicle cme indi sti te aa a ac aa a a 
Air Force aan: se : : 39. 57 
Public Health Service— i Se ae, ne ete ae 2. 06 

Total te : ss a ee es fas Ss 


In connection with vaca, costs, the offic’ li a of ODMC esti- 
mate that in the future these costs will be approximately $7 million a 
month on the average and from $80 million to $90 million annually. 


ADMINISTRATIVE COSTS 


The fiscal administrators for both hospital and physician claims are 
ene on the basis of each individual claim or line item processed 
and paid by them. Under the original contracts with Blue Cross, 
Mutual of Omaha and the fiscal administrators for physicians’ claims, 
an initial provisional rate per claim was established covering 7 
claims submitted for treatment rendered in the period December 7, 
1956 to June 30, 1957. According to the contract the costs incase 
by these administrators in the processing and paying of claims were 
to be audited by the Army Audit Agency and subsequent thereto a 


final negotiated claim rate was est: ablis hed to cover claims pertinent 
to the period ending June 30, 1957. 





649 


| 
' 
I 
I 
| 


For most contracts a new provisional rate was established, begin- 
ning July 1, 1957, to cover the ensuing fiscal year. Since the final 
negotiated costs for the period July 1, 1957 through December 31, 
1957 have not been established, the administrative costs for the period 
December 7, 1956 through December 31, 1957 were estimated. This 
was accomplished by using an average estimated claim rate for all 
hospital and physician claims received pertinent to the aforesaid 
period. The administrative costs resulting from this computation 
are as follows: 


SRT SOON cine nt on pees aii sai 


$722, 439. 33 
IER: CORTON a si iris cate nies Snark tnnalianies ms dinbeelebel 


= 7 
andi at 1, 197, 282. 15 








ss cx cls ds do gcas Genoese cae he cher scabs oa aearces id alee ica ae 1, 919, 721. 48 


TOTAL DMC PROGRAM COSTS—-PERIOD ENDING DECEMBER 31, 1957 


The total estimated cost of the DMC program for the period De 
cember 7, 1956 through December 31, 1957 is as follows: 


| 
Professional | Administra- Total costs 
costs i tive costs 

' A —— — — — eS 

Hospital service... ee ee a eee $722, 439.33 | $35, 396,395.17 

Physician service - 2 : ; -| 34,535, 741. 76 1, 197, 282. 15 35, 733, 023. 91 
| cee ia akehn that : aati 
| Total. schon deat es llclana dei ee ah ae ee 69, 209, 697. 60 1, 919, 721. 48 71, 129, 419. 08 


| It is to be noted that the $1.9 million estimated administrative costs 
reflected above are approximately 2.8 percent of professional costs in- 
curred for the period ending December 31, 1957. 

According to an analysis by the ODMC, California incurred 16.4 
percent of the total costs, Texas accounted for 8.9 percent and Florida 
4.6 percent. These were the three largest States, and in this regard 
ODMC advised that the largest number of dependents were domiciled 
in these States. 


PROFESSION AL COST PER PATIENT PER DAY 


ODMC is presently conducting a study covering various statistical 
aspects of the medicare program. The study covers 14 States and 
involves approximately 250,000 claims, or 25 percent of the claims, 
received through January 31, 1958. ODMC advised that the results 
of this study will not be available until April 30, 1958. 

The last cost analysis made by ODMC with respect to the program 
was in July 1957 and covered data accumulated from December 7, 
1956, to June 1, 1957. This study was based upon claims received 
from 8 States (California, Colorado, Florida, Kentucky, Texas, New 
York, Washington and Wisconsin). The number of claims reviewed 
was 19,878, covering 8,326 cases. The study indicated that for each 
case 2.4 claims were received. 

The study was limited inasmuch as ODMC had no assurance that 
all claims of pathologists, consultants, and others had been submitted 
for payment. The cases included in the study were those on which at 
least 1 claim was received from an attending physician and 1 claim 
had been received from the hospital involved. With these limita- 
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tions the study indicated the cost per hospital day per patie nt was 
$49.59, representing an average cost per patient day of $24.22 for the 


o- 


hospital and $25.37 for the physician. This amount is the cost to 
the Government and dees not include the payment required of the 
dependent. 

Recognizing the above figure to be based upon a rather restricted 
sample and due to the lack of a more comprehensive cost study in this 
regard, an attempt was made to determine the average cost per patient 
day for the hospital and physician based upon claims and costs re- 
ceived from the time the program began until December 31, 1957, 
The resulting figure was $42.14 representing an average cost per 
patient day of $21.11 for the hospital and $21.03 for the physician. 
This figure was computed by dividing the hospital costs and the physi- 
cian costs by the total hospital days represented in the claims re- 
ceived in the aforesaid period. It is used as a guideline only in view 
of the fact that the results might be distorted from the fact that the 
hospital days used as the basis for computing the result would not 
coincide exactly with the actual physician costs for the hospita] days 
involved. 

ODMC advised that the amount which was most representative of 
its experience under the program was a cost per patient day of ap- 
proximately $45. Utilizing this figure the average cost of hospital 
per day would be approximately $22 and the physician in the same 
regard $23. 


COST PER DIAGNOSIS 


With respect to the aforesaid special study made by ODMC in 
July 1957, the results reflected the cost per diagnosis for the cases 
listed below was as follows: 














Patients A verage cost 
»aSeS) per case 

ity delivery (uncomplicated . ea ees 2, 886 $224 
wes and abortions o epastetth telah aiden dinntities iiovian 345 155 
‘ations of pregnal 7! 171 
nsillitis 1, 848 113 
Respiratory: infections J | 378 164 
Uterovagin olay | 56 508 
Other gynecological conditions ; bao 346 | 233 
Appendicitis ; . ; 125 | 335 
Hernia ; . 120 295 
Hemorrhoic 53 | 290 
Gastroent tis. = | 104 132 
All others! ij : ‘od iit aa y 1, 990 273 
Total " cms 8, 326 209 

1 Includes 383 separate diagnoses, none appearing more than 45 times. 


RATES 
HOSPITAL RATES 


It is the responsibility of Blue Cross and Mutual of Omaha, as 
fiscal administrators of the hospital phase of the DMCA program, to 
obtain equitable — al rates for the Government. Their contracts 
provide that they shall not pay hospitals for medical care at rates 
higher than those charged the general public for care of similar kind 
and quality. 
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Their contracts also provide that where the fiscal administrators 
or their subcontractors have contracts or agreements under their own 
programs with hospitals for services to be provided at lower rates than 
those charged the general public, the Government would be given 
the advantage of such rates. It was further provided that the fiscal 
administrators would use their best efforts to provide authorized de- 
pendent medical care at hospitals at the most favorable rates cbtain- 
able because of their ability to make prompt ‘and assured payments 
under the program. 

Officials of Blue Cross and Mutual advised that when the DMCA 
program was initiated there was no increase in hospital rates in the 
country because of the program. They stated that, since the pro- 
gram represented only a small fraction of the national annual ex- 
penditure for hospitalization, it had no impact on hospital rates. In 
this regard it is to be noted that hospital payments under the pro- 
gram from its inception until December 31, 1957, amounted to 
approximately $34.7 million, whereas Blue Cross alone paid hospita! 
charges of approximately $1.1 billion for services rendered to Blue 
Cross members during the year 1957. 

Officials of both firms stated, however, that, since 1942, hospital 
rates have increased approximately 5 percent each year for the last 
15 years. They stated that hospital rates in 1957 were approximately 
5 percent above the rates charged in 1956, but that this was a normal 
increase Which followed the increased cost of living and the cost of 
operating hospital facilities. 

A comparison of the operating experience of Blus Cross and 
Mutual of Omaha for the first year’s operation of the program is as 
follows: 








Inpatient claims hie nikeushwenmaneee | a 99, 527 
| 
| 
! 


| Blue Cross!| Mutual? 
—_——____ —__ -__ - — —--- -——— — — ——— |§ — 
I UD CI nn oi cn csesnncnsin tee bana ete toes ne oni dees 872, 304 539, 784 
eRenenain GE CONOR THEE GUNN oon as wd on cccmndncacccnumesanbaten 4.95 5. 42 


Total charge for hospital service. _* $24, 540,606 | $13, 095, 181. 01 


Patient share 








4, 324, 341 2, 628, 976, 24 

Government share... e seta 20, 216, 265 10, 466, 204. 77 
Preferred-rate saving __- : — a Oe oe Gh) BOR Muceicckcdraretentioasbenie 

Net charges to Government. .-- feadbikeeiay a eolacetiaatnaendstommecale . 19, 637, 533 10, 466, 204. 77 

Cost to Government per claim_._. ESS LER 111. 94 105. 16 

Cost to Government per inpatient hospital day_..__- Satadeanwavet ata tieaieecaiee 22. 51 19. 39 





1 Period Dec. 7, 1956-Dee. 31, 1957. 
4 Period Dec. 7, 1956-Dec. 6, 1957. 


The cost to the Government per inpatient day of $22.51 for hos 
pitals serviced by Blue Cross and $19.39 for those serviced by Mutual 
covers not only semiprivate room involved, but also such charges as 
operating and delivery room, routine laboratory, admission and dis 
charge costs, etc. The fiscal administrators advised that the cost: of 
the hospital room alone would represent approximately 40 to 60 per- 
cent of the unit cost set forth in the preceding schedule. 

Representatives of the fiscal administrators further advised that the 
unit costs referred to previously could not be compared for any valid 
conclusion with the average cost per inpatient day under Blue Cross or 
Mutual health plans. They explained that under the DMCA pro- 
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gram a disproportionate number of cases being cared for under it are 
obstetric and tonsillectomy and, because of this, the patient stays a 
smaller number of days than under the average case. They further 
explained that, under the DMCA program, the average number of 
patient days per claim was approximately 5. Under Blue Cross and 
Mutual health plans, the average patient stays in the hospital 744 days, 
As a result of this, the div iding of the costs per claim by a lesser num- 
ber of days would have the tendenc y of the DMCA program having a 
higher average cost per patient day. 


PREFERRED RATES 


A review of the operations of the program reflected that, in its 
capacity as fiscal administrator, Blue Cross obtained a saving of 
$578,732 as a result of preferred-rate agreements it had with Blue 
Cross member hospitals in the territory serviced by Blue Cross. Un- 
der its own operation, Blue Cross in several States has negotiated con- 
tracts with member hospitals, whereby Blue Cross will receive a dis- 
count on bills submitted to the hospital. With respect to the DMCA 
program, Blue Cross obtained this discount in all States where it nor- 
mally received them, other than Maine, Massachusetts, and Pennsyl- 
vania. In these States, member hospitals would not give Blue Cross 
a discount for a DMCA patient since member hospitals in the States 
covered by Mutual of Omaha did not give the insurance firm the ad- 
vantage of such discounts. 

In the negotiations of its contract with ODMC, in November 1956, 
representatives of Mutual advised that they did not believe it would 
be possible for their firm to receive preferred rates from Blue Cross 
member hospitals because of factors beyond their control. They pre- 
sented a copy of a letter to ODMC representatives, dated October 18, 
1956, directed by the American Hospital Association to member hos- 
pitals in the 17 States eventually covered by Mutual of Omaha. In 
effect. this letter advised these Blue Cross member hospitals not to 
participate in the establishment of preferred rates with insurance 
companies. 

Representatives of Mutual of Omaha advised that, pursuant to re- 
quirements of its contract, Mutual contacted all hospitals in its area, 
inquiring if they would give DMCA program patients a more favor- 
able rate than charged the general public. No hospital granted re- 
duced rates as a result of these contacts. Mutual representatives ad- 
vised that the consensus of the hospital administrators was that they 
were basically opposed to discounts, and they could see no reason why 
DMCA patients should be given a lower rate than the general public. 
They emphasized that, since most hospitals are operated on a nonprofit 
basis, they appeal to the general public for support to assist in any 
deficits that may arise from operations. 


PHYSICIANS’ RATES 


In negotiating the schedule of fee allowances for physicians partici- 
pating under the program, ODMC executed contracts with medical 
societies, or their representatives, in all States other than Ohio and 
Rhode Island. These fees represent the maximum amount a physician 
could charge for each procedure under the program, based upon his 
normal charges to a private patient having an income of approx 
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mately $4,500. With the exception of Indiana, these contracts stipu- 
late that the fees for the States involved are maximum fees, and the 
physic ian provides his services at either the maximum fee appearing 
in the schedule or at his normal fee, whichever is lower 

The schedule of allowances as negotiated falls into four major 
categories ; namely, medicine, surgery, X-ray, and pathology. ODMC 
advised that the di: ignostic part of the X-r: ay schedule is generally a 
fixed, well-known item in any area, since a great deal of this work is 
done by referr: al. The items, in general, are small-cost items varying 
from $5 to $35. The geen et section of the schedule is a small-cost 
item ranging from $1 to $30, but is usually below $10. These rates 
are gener: ally fixed, and are in per formed by laboratories in which 
no physici lan participates, and such charges are well known and pub- 
lished. The pathology se hedule, as well as the X-r ay schedule, did 
not present any problem in arriving at customary fees of a reasonable 
nature. With respect to deep X-ray ther: apy, a clinical factor is in- 
troduced, and all factors negotiated apply as in medicine. 

ODMC further advised that, with respect to the allowances for 
medicine negotiated in physicians’ contracts, the prices of hospital calls 
and office visits were generally known and did not vary extensively 
from State to State. In negotiating these allowances, ODMC utilized 
the personal experiences and inquiries made by the medical staff of 
ODMC. In addition to this, in evaluating the ‘data presented by the 

various State committees, which they had collected from their surveys 
and special committees, and so forth, the ODMC representative took 
into cognizance published schedules of various health plans in opera- 
tion in the States concerned—Veterans’ Administration’s schedules 
and schedules of certain State agencies. 

With respect to surgical-fee allowances, ODMC negotiated with the 
specialty group committees of the various medical societies. In evalu- 
ating statistics furnished by these committees, QDMC representatives 
utilized their basic knowledge of-the procedure itself, as well as the 
same rules that applied in negotiating the medicine phase of the 
schedules. Under the surgical schedule, m: iternity was handled sep- 
arately, since it was recognized that it would be a dominant part of 
the program. With respect to this, ODMC reviewed Blue Cross and 
Blue Shield public schedules, which were of assistance, although such 
schedules were based on indemnity plans or for spec ified income groups 
which were not exactly comparable to the ODMC program. Inquiry 
as to the going rate in different sections of the country was made of 
multiple physicians by representatives of the ODMC's negotiating 
staff. These varied w idely in any one State, but, in the overall, ODMC 
believed it negotiated an equitable rate for obstetrics. 

The previously referred to ODMC study made in July 1957 indi- 
cated that, of the 8,326 cases reviewed, the following were the most 
frequent types of surgical treatment under the DMCA program: 


Percent 
Maternity sateen ater cks ae Sila ec cpanel 34.7 
CI aa he ea Sa fs ecteeiieiae Jae 22.2 
Appendectomy ~_._______ Sie ee psec s stiglapected eabihaeialaeopenstgaaie kad 1.5 
Herniorraphy_ ciel heh CU og jensen bs i steahaias Bites 1.4 
Hemorrhoidectomy- : iets oes ee ee oe if 


A total of these 5 types of treatment represented 6 60.5 percent of the 
cases reviewed. 
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A tabulation was made, indicating the fee allowances negotiated 
for physicians in the various States and Territories for these 5 types 
of treatment under the program. From this tabulation, a summary 
was prepared for these fee allowances, according to the 5 types of 
diagnoses, indicating the range of these fees to be as follows: 




















| United States United States and Territories 
| 
Diagnosis | l 
| High Low Common High | Low Common 
rate | rate rate rate rate | rate 

af “ 
Uncomplicated maternity !_.-} $180. 00 $120. 00 | $150. 00 | $180. 00 $120. 00 | $150. 00 
Tonsillectomy - - a 75. 00 42. 50 65.00 | 75. 00 42. 50 | 65.00 
Appendectomy-------- 175. 00 | 125. 00 150. 00 | 210. 00 | 125. 00 | 150. 00 
Herniorraphy- 150. 00 120. 00 150. 00 180. 00 120, 00 150. 00 
Hemorrhoidectomy ? ae 150. 00 75. 00 100. 00 150. 00 75. 00 100. 00 

| 











1 Includes pre- and postnatal care. 
Internal and external. 


As indicated previously, the individual physician in each State may 
charge either the maximum fee or the physician’s normal fee, which- 
ever is lower. According to ODMC a survey was made of a limited 

sample of claims submitted by physicians in 15 States. This sampling 

was made in connection with renegotiating the original contracts for 
the States involved. The study indicated that in Wisconsin 4 percent 
of the physicians charged the maximum fees appearing in their State 
schedule, whereas in California and Mississippi 100 percent of the 
claims examined were at the maximum rate. In the remaining 12 
States the percentage of claims at the maximum fee ranged from 27 
percent to 98 percent of the claims reviewed. 

Maj. Gen. P. I. Robinson, Executive Director, ODMC, advised that 
the health insurance industry is presently in the process of completing 
an extensive study of surgical health claims to determine existing 
average doctor charges by geogr aphical areas within the country. He 
stated that the study, which has taken 3 years to compile, is based upon 
data furnished by 10 insurance firms and is expected to be published 
some time later in 1958. He advised that through the cooperation 
of the industry he had been furnished a tabulation of the raw data 
relating to average doctor charges for certain surgical procedures in 
various areas of the Nation. 

He stated that he reviewed the charges set forth in the data fur- 
nished by the health insurance industry and c ompared their experience 
with the fees allowed under DMCA for tonsillec tomy, appendectomy, 
internal and external hemorrhoidectomy, and herniorraphy. Hestated 
that this comparison indicated to him DMCA fee allowances for these 
four surgical procedures were in line or at least “in the same infield” 
with the charges appearing in the insurance industry data. He stated 
that since DMCA fee schedules for each State set forth the maximum 
allowances which may be charged for physicians participating in the 
program, they did not reflect the actual charges for physicians within 
a particular State. Nevertheless, his review indicated that DMCA 
allowances for these four procedures were reasonable. 

With respect to fee allowances for maternity cases under DMCA, 
he stated they could not be compared with the insurance data because 
the DMCA allowances included prenatal and postnatal care, whereas 
the actuarial data related to delivery charges only. 


- ee 





all 


| ee ee ee A ee, eed 


~ 


655 


Col. E. C. Lowry, Assistant Executive Director, ODMC, who is in 
charge of negotiating physician fee schedules, advised that in his 
opinion the overall physician rates originally negotiated were equita- 
ble, fair, and comparable with prev: ailing rates in effect at the time 
the program was initiated. He stated there ms iy have been situations 
where some States negotiated higher rates than they were due and, 
correspondingly, other States negotiated some rates which were too 
low. He advised that new contracts have been negotiated in 15 States 
and these inequit ies have been resolved. 

John W. Castellucci, executive director, Blue Shield Medical Care 
Plans, Chicago, IIl., advised that he was active in an advisor y capacity 
when the program was initiated and, from his observation, the overall 
rates negotiated were equitable and fair. He said there may have 
been situations on an individual State basis where the rates negotiated 
may have been high or low but that these inequities would be resolved 
upon ‘the negotiation of new contracts. He pointed out that as a 
representative of Blue Shield he was naturally interested in reasonable 
rates being negotiated, because if the DMCA program’s physician rates 
were excessive it would mean that Blue Shield would have to raise its 
own fee schedules. He stated that the impact of the DMCA program 
did not affect existing Blue Shield indemnity rates or payment rates 
to doctors, and by this he judged the rates negotiated to be in line 
with prevailing rates in the Nation. 


FISCAL ADMINISTRATOR CLAIM RATES 
ILOSPITAL CONTRACTS 


The two fiscal administrators for hospital contracts are paid on the 
basis of each claim submitted under the program. When the original 
contracts were executed an initial provisional rate of $2.75 per claim 
was provided in the Blue Cross one This rate was effective for 
the period December 7, 1956, to June 30, 1957. 

Subsequent to June 30, 1957, the Riess Audit Agency examined 
the records of this contractor and a final negotiated claim rate of 
$2.86092 was established for all claims rec eived in the period ending 
June 30, 1957. On July 1, 1957, a new provision: al rate of $2.52 per 
claim was negotiated, and on January 1, 1958, another provisional 
rate of $1.88 per claim was established for the Blue Cross contract. 
It is pointed out that a final negotiated claim rate for the period 
July 1, 1957, to December 31, 1957, has not been determined and will 
not be until the records of the contractor are audited by the Gov- 
ernment. 

In a letter to ODMC dated February 28, 1958, Blue Cross indi- 
cated that in evaluating its operations the indicated current admin- 
istrative expense would be ap proximately $1.71 per claim. In this 
letter Blue Cross pointed out to ODMC that the net savings it accom- 
plished in connection with the obtaining of preferred rates for DMCA 
patients treated in member hospitals was in excess of its administra- 
tive charges of the program. 

When the Mutual of Omaha contract was executed an initial pro 
visional rate of $1.58 for each claim was established. The final nego 
tiated claim rate for claims received in the period ending June 30, 
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1957, was $1.442664. It is to be noted that this final negotiated rate 
was approximately one-half the Blue Cross claim rate. On July 1, 
1957, a new provisional rate of $1.43 per claim was established for 
claims received subsequent to that date. Representatives of Mutual 
advised that the indicated cost for the handling of claims for the 
period July 1, 1957, to Dec ember 31, 1957, was $1.30 per claim. 

With respect to the difference in cost of handling claims by each 
contractor, the higher Blue Cross rate, according to ‘ODMC. resulted 
from the fact that Blue Cross was administering the program with 
54 subcontractors. These subcontractors were Blue Cross member 
plans in the various States under its jurisdiction. 


PHYSICIANS’ CONTRACTS 


The payment of physicians’ claims for the period ending Decem- 
ber 31, 1957, was handled by 53 fiscal administrators who executed 
contracts with the Government. In general, when the contracts were 
initially executed a provisional rate was established for the payment 
of claims received from these contractors. This provisional rate was 
to be effective until June 30, 1957, at which time an audit would be 
made by the Army Audit Agency and upon a verification of the costs 
involved by these contracts a final negotiated rate would be established. 

As of March 15, 1958, yes negotiated rates had been established 
for the period ending June 30, 1957, for 43 contractors. The rate for 
the remaining contracts was in the process of being negotiated. <A 
review of the finalized rates indicated that 29 contractors negotiated 
rates of $3 or less. The claim rate for 10 contractors ranged from 
$3.01 to $5 and in 4 instances the final negotiated rate was over $5. 
Those contractors In excess of $5 and the claim rate with respect to 
them are as follows: 


Contractor: 


Rate per claim 
Minnesota State Medical Association_-_ 


ass a icone moins hugh pc a 
Nevada State Medical Association__________~- ees a 
Idaho State Medical Association- 3 eae ‘ eee 
Medical Service Administration of New Jersey (Blue Shield)... 11.45 


In connection with the high claim rate of New Jersey, ODMC rep- 
resentatives advised that it was due to the fact that substantial exeen- 
tive and supervisory time had been devoted to the early stages of the 
program in order that they could become familiar with the working 
of it. ODMC further advised that as of July 1, 1957, a new provi- 
sional rate of $3.50 was established for the New Jerse »y fiseal adminis- 
trator and subs senntie ntly another lower provisional rate of $2.50 was 
established in the State. This would indicate that efforts had been 
made to reduce the administrative charges of the New Jersey contract 
in an appreciable manner. 

An examination of the provisional rates established July 1, 1957, 
for the administration of rere ans’ contracts indicated that all pro- 
visional rates were under $5 and the majority of them under $3. How- 
ever, it is pointed out that final claim rates in this regard will not be 


established until these contractors’ records are audited subsequent to 
June 30, 1958. 
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UTILIZATION 


FREEDOM OF CHOICE 


The purpose of the act was to improve the morale of the uniformed 
services by providing medical care to dependents. The legislative his- 
tory of the act indicates there were an estimated 40 percent of de- 
pendents who were not receiving medical care at military hospitals 
either because they lived too far “from the facility or the facility was 
overcrowded. 

The Surgeons General of the Army, Navy, and Air Force requested 
that the language of DMCA be so worded to permit a limitation on 
free choice. This was advocated to— 

(a) Permit the services to exercise some control over expendi- 
ture of funds. 

(6) Assist the services in providing a well-balanced practice 
and adequate training program for its medical personnel. 

(c) Facilitate planning and staffing. 

The Comptroller General in reviewing DMCA expressed concern 
over the Government’s ability to control the cost of medical care pro- 
vided to dependents in civilian facilities. However, he avoided any 
comment in regard to freedom of choice. 

The Bureau of the Budget opposed any limitation on free choice 
stating that the difference in charges and the desire on the part of 
servicemen to use military facilities should provide adequate protec- 
tion of the interest of the military hospitals. 

Private medical and hospital organizations were opposed to any lim 
itation of free choice apparently ‘because they felt that if free choice 
could be limited it could possibly lead to expansion of military hospi- 

tals and an increase in the number of doctors required to provide 
medical care for dependents. 

DMCA as passed by Congress granted permission to the Secretaries 
of Defense and Health, Education, and Welfare to limit free choice 
only when dependents (spouse and children) reside with their sponsor 
and adequate military hospital facilities are available. 

With regard to the right to limit free choice, the joint directive 
issued by the Departments of Defense and Health, Education, and 
Welfare provided that free choice could be limited by the Secretaries 
of Defense and Health, Education, and Welfare if: (1) The uni- 
formed services medical facility is adequate to care for the dependents 
of the members assigned to that area; and (2) the use of civilian 
medical facilities by the dependents in that area has affected adversely 
the optimum economic utilization of the uniformed services medical 
facility. 

The joint directive further provided that if it was necessary to 
restrict free choice, the Secretary of a uniformed service could pre- 
scribe a local geographic area which the medical facility would 
normally serve. It also set forth guides to be used in fixing the 
geographic boundaries. 

A limited survey conducted by ODMC during January 1958 re 
vealed that 43 percent of the dependents do not reside with their 
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sponsors and, therefore, according to the present law, their freedom 
of choice could not be limited. No estimate is available as to what 
portion of the remaining 57 percent reside where service fac ilities are 
inadequate. The freedom of choice of any persons falling in this 
category could not be 1 ‘estricted. 

A limited survey (575 questionnaires) sent to dependents using 
civilian facilities by ODMC revealed that— 

45.2 percent believed they lived too far from the military 
facility. 

14.4 percent indicated the type of care requested was not ayail- 
able at the military facility. 

12.2 percent sts ated the “military facility was inadequate or 
overcrowded. 

4.5 percent stated they required emergency care. 

It should be noted that the ODMC made no attempt to determine 
whether the 45.2 percent actually resided too far from a military 
hospital. 

The executive director of ODMC takes the position that freedom of 
choice should not be restricted further at this time because of limited 
experience with the program. In his opinion the following factors 
should be considered prior to making any change in the freedom of 
choice: 

(a) Administrative difficulties. 

(6) Adverse affect on the morale of servicemen. 

(c) Adverse affect on the relationship with the medical pro- 
fession and hospital. 

The executive director of ODMC further stated that to his knowl- 
edge the Surgeon Generals of the three services have not considered 
recommending any change to the freedom of choice. No formal re- 
quest has been made by the Surgeon Generals of the various services 
or by field commanders. Therefore, the Secretary of the Department 
of Defense has had no occasion to take a sts and on this matter. 

While professional personnel of the Navy’s Bureau of Medicine and 
Surgery concur that at this time no change should be n?ade in the free- 
dom of choice, the Air Force is on record within its own or; ganization 
as favoring a limitation of free choice. However, it has not made a 
formal request to the Department of Defense that free choice be lim- 
ited because it understands such a recommendation would not be acted 
upon at this time. 


ESTIMATE OF ELIGIBLE DEPENDENTS 


According tothe ODMC as of January 31, 1957, the number of wives, 
children, and dependent husbands of active-duty personnel in the 
continental United States, Alaska, Hawaii, and Puerto Rico was as 


follows: 


Service: Number 
a site ce eee ei ee ee Se ee ek eee 816, 250 
BE POCO... Scien See ‘ se iene ST a cl % 937, 923 
PONT ii cnc bist Tae hg Saree ag ees Bais a il ea 562, 466 


Marine Corps__ ee cabs a seep 139, 600 


Public Health_ Pek date rer! ote Dee ee Sst ve ates 5, 100 
er res tee ae ee ie ae 3 Sak ete 41, 300 
Coast and Geodetic Survey 5 a alana a - 41M) 








EO iecinas ae : hn nat Tie = 2 503, OUD 
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SUMMARY 





OF UTILIZATION 





—ALL SERVICES 












The following summary reflects the total utilization of all Army, 
Navy, and Air Force hospitals in continental United States during 
the calendar years 1955-57 : 











Average | Normal | | Daily Dependent 

strength | bed | Operating average occupied Live 
| served by | capacity beds | occupied beds berths 
| facility | beds 


Dec. 31, 1955: | 


Army i 642, 164 41,174 16, 956 12, 563 2, 659 57, 633 
Navy. . (4) 28, 000 | 16, 442 | 12, 911 1, 755 0, 494 
Air Force ; 626, 948 19, 206 11,023 | 7, 698 2, 048 57, 229 










Total iene . 1, 269, 112 88, SSO 44, 421 33, 172 6, 462 165, 356 














Dec. 31, 1956: 
Army... ae 564, 819 40, 949 15, 867 | 11, 168 2, 825 58, 181 
Navy : 28, 000 16, 676 | 12, 603 1, 837 52, 064 
Air Force hice 600, 332 18, 875 10, 400 | 7,012 2, 222 1,829 





Total_ 





Dec. 31, 1957: 


aia Se tng cae 551, 98 41, 102 15, 560 10, 879 2, 462 41, 245 
Navy. ( 26, 950 15, 957 12, 657 1, 575 32, 023 
Air Force ‘ 72 


Total. 


1 Not av 





It will be noted that during the period 1955-57 there was a reduc- 
tion in military strength which probably accounts in part for the 
reduction in the daily wigs of occupied beds which decreased from 
83,172 in 1955 to 30,344 in 1957. However, the above summary does 
show that the daily average of occupied beds by dependents declined 
from 6,462 in 1955 to 5,872 in 1957. Live births declined from 165,356 
in 1955 to 114,140 in 1957. 

Normal bed capac ity shown in the above schedule represents the 
number of beds that could have been utilized on the basis of 8-foot 
centers. One reason for the decline in normal bed capacity is that 
temporary buildings during World War II have been closed down. 

Operating beds have declined from 44,421 in 1955 to 41,798 in 1957. 
Operating beds represent the number of beds actually set up which 
are expected to be utilized. Each year for budgetary and staffing 
purposes, the services estimate the number of beds that will be occu- 
pied during the ensuing year. This estimate is based upon the previ- 
ous year’s experience a ljusted for any known factors which will 
either decrease or increase the requirement. When an estimate has 
been made of the number of beds that will be occupied, operating 
beds are then determined clan to a more or less fixed ratio of oc- 
eupied beds to operating beds. In the larger hospitals, operating beds 
must be approximately 125 percent of the occupied beds and in the 
smaller station hospitals, they must be approximately 143 percent of 
occupied beds. This is necessary to give the hospital flexibility so 
that it can segregate service personnel from dependents, male from 
female, and also segregate cases of contagious diseases. 

In the case of the large hospitals, it is generally considered that 
they are operating at optimum utilization if their percentage of 
occupied beds to operating beds is approximately 80 percent. In the 
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smaller hospit als, the same is true if the percentage of occupied beds 
to operating beds is approximately 65 percent. It is pointed out, 
however, that since the operating beds may be adjusted downward 
each year, the ratio of occupied beds to operating beds will not show 
whether there has been optimum utilization of total military hospital 
facilities. 

Prior to and subsequent to DMCA, stafling of hospitals has been 
based upon the estimate of beds that would be occupied during the 
ensuing year. This means that most large hospitals are staffed on 
the basis of 80 percent of operating beds. If the ratio of occupied 
beds to operating beds falls below 80 percent, it would be indicative 
that additional patients could have been cared for without any sub- 
stantial additional staffing. However, the class of patient, military 
or dependent, and the type of surgical procedure or medical treat- 
ment that could have been provided could only be determined by an 
analysis of each hospital. 

Prior to DMCA, the primary purpose of all three services was to 
care for their military personnel. The dependents could obtain med- 
ical care only when beds were available and when a particular hos- 
pital had the capability to perform the needed medical service. As 
a result of this policy, dependents were often forced to wait consid- 
erable periods of time to obtain medical care. In some instances, 
notably obstetric cases, mothers were discharged 2 or 3 days after 
delivery which, in the opinion of most persons interviewed, was too 
soon. In many hospitals the waiting list for gynecology and tonsil- 
lectomy operations were extremely long and, in some hospits als, ton- 
sillectomies were not performed because of lack of staffing. 

Professional personnel of the three services advised that prior to 
DMCA there were two factors which precluded them from giving 
dependents adequate medical service. They stated that probably the 
most important factor was the limitation imposed by law which 
restricted doctors ‘to a percentage of troop strength. Dependents 
were not considered in determining the number of doctors that the 
services could have. They stated that as the troop strength declined 
after World War II, the legal restriction on doctors made it more and 
more difficult to provide adequate medical care for dependents. It 
was pointed out that even if the legal restriction was amended there 
would be no certainty that the services could obtain sufficient doctors 
to furnish optimum medical care for dependents. Another factor 
which restricted medical care for dependents by service hospitals was 
budgetary limitations. 

In view of the unused normal bed capacity it would appear that if 
the budgets had taken into consideration both the actual and potential 
dependent. workload, the crowded conditions at some military facili- 
ties could have been alleviated to some extent. Again it should be 
mentioned that it would be necessary to survey each hospital to deter- 
mine the extent to which unused normal bed capacity could be used for 
dependent medical care, and the restrictions on the number of doctors 
would probably preclude optimum utilization of unused normal bed 
capacity that could be adapted to dependent care. 
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IMPACT OF DMCA 


Gene a At the Washington level, professional personnel of the 
Army and Navy Medical Corps advised that the overall impact of 
DMC A on the operation of militar y hospitals has been good. Most of 
the impact has been felt in obstetrical work and since m: uny Army and 
Navy hospitals were handling too many obstetrical cases, they wel- 
comed a reduction in obstetrical work so that they could permit 
las to remain in the hospital for a normal period of time after 
delivery. They also stated that the reduction in obstetrical work has 
enabled them to perform more gynecological operations which prior 
to DMCA were frequently performed only after a considerable wait- 
ing period. Professional personnel of the Air Force Medical C orps at 
the Washington level expressed the opinion that the impact of 
DMCA, particularly in obstetrical cases, has in many instances pre 
vented the optimum utilization of their hospital fac ilities. 

According to a limited survey (8,326 cases) conducted by ODMC, 
44.6 percent of the cases handled under DMCA have been in the 
obstetrical and gynecological fields and 22.2 percent have been tonsil- 
lectomies. 


a 


TRAINING PROGRAMS 


Navy. —Capt. R. L. Ware, Chief of Personnel, Bureau of Medicine 
and Surgery, stated that beds oce upied by dependents in Navy facil- 
ities during the first year that DMCA was in effect had dropped 
about 18 percent. Substantially all of this drop had ‘> ‘en in the area 
of obstetrics. Births had dropped about one-third. Captain Ware 
said the reduction in obstetrics had necessitated a reduction in the 
number of residencies to start in this specialty July 1, 1958, from 
19 to 9. He said that if the reduced residency program in obstetrics 
is continued, it would result in a total of 22 obstetrical residents in 
1962 as compared to the earlier plan to have 49 in 1962. 

Captain Ware said obstetrical loads are sufficient for training pur 
poses now except at the Chelsea Naval Hospital. He said the pres 
ent plan is to start no new residencies in obstetrics in Chelsea this 
year and said it is possible that the program might be phased out 
unless the obstetrical workload at Chelsea increases. At training 
hospitals, other than Chelsea, obstetrical loads have so far been ade- 
quate, but he pointed out the obstetrical load has not yet stabilized 
sufficiently to predict the future adequacies of obstetrical work. 

Captain Ware said that while inpatient dependent care has 
dropped, there has been a net increase in outpatient services provided 
in 1957 so that the total staffing requirements have not been reduced 
materially. 

Army.—Col. Floyd Wergeland, Chief of Personnel, advised that 
it is extremely important that the keoky Medical Corps maintain 
sufficient strength to fulfill its military mission in event of any emer- 
gency. He stressed the importance of adequate training programs by 
saying that it is only through such programs that the Army can 
obtain career medical officers. In this regard, he cited the fact that 
during the past year only four doctors volunteered to join the Ree 
ular Army Medical Corps without residency training. 
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Colonel Wergeland said that DMCA has not had any impact upon 
residency training programs except in the area of ‘obstetrics and 
gynecology. He said at the present time the Army has a need for 123 
obstetrical and gynecological specialists to hi indle the current work- 
load. As op pos sed to this requirement, only 64 obstetrical and gyne- 
cological specialists will be available by the end of fiscal year 1958, 

Colonel Wergeland said that the impact of DMCA in obstetrics 
and gynecology has reduced the number of such residents that can be 
accommodated at certain teac hing hospitals. Specifically, he men- 
tioned that residency training in obstetrics and gynecology has been 
affected by DMCA at Walter Reed, Letterman Army Hospital, 
Brooke Army Hospital, and Fitzsimons Army Hospital. He stated, 
however, that corrective action has and is being taken and cited spe- 
cifically the fact that residents at Walter Reed Army Hospital are re- 
ceiving some of their training at Fort Belvoir; residents at Letterman 
Army Hospital are receiving some of their training at Fort Ord; and 
Brooke Army Hospital has arranged an affiliation with a civilian 
hospital at San Antonio, Tex., so that residents of Brooke Army 
Hospit: al can obtain some of their training. A similiar affiliation 
with a civili in hospital in the Denver area is being’ negotiated in 
order to train some of the residents at Fitzsimons Army Hospital. 
In addition obstetrical and gynecological training programs have 
been established at Madigan Army Hospital and William Beaumont 
Army Hospital. 

Colonel Wergeland stated that the reductions in obstetrical work- 
load oceasioned by DMCA has had one beneficial effect as it has per- 
mitted more em phi isis to be placed on gynecological procedures which 
in the past have had to be adit ited to the obstetrical load. This 
permits a better balanced training program. 


ATR FORCE 


Col. Patrick H. Hoey, USAF (MC), Deputy Director, Medical 
Staffing and Education, Of ice of the Surgeon General, advised that 
the majority of the training programs sponsored by the Air Force 
are done in civilian facilities. He stated that although DMCA has 
had an effect on nape workload in many of the Air Force 


medical fac erty to dat _this decrease in workload has not affected 
the officer trainin gp ograms in the facilities, nor has it affected the 
medical airmen training programs in the Air Force medical facilities. 


UTILIZATION OF ARMY HOSPITALS 


The following is a summary of the utilization of all Army hospitals 
in the United States during the calendar years 1955-57: 


| | | 
| I if a D ly average occu 
N lt T g |D 1 be be Daily aver 
( endar year ( t ge live 
ple i births 
| Militar Depends 
| 

12 74.1 9, 431 | 2, f 157.9 

i 1 x 4 AK » a9 159.4 
] ] R790 9 R 04 1f 0 
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It will be noted from the above summary that on an overall basis 
the percentage of utilization dropped very little during the first year 
that DMCA was im effect. It is pointed out, however, that the d: uly 
average of occupied beds by dependents decreased as did the daily 
average of live births during the first year DMCA was in effect. It 
is significant that during the period 1955-57, operating beds declined 
by approximately 1,300. 

The following is a summary of the utilization of four class 2 
hospitals: 
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| vin | Daily average occupied 
Normal bed} Operating | Daily aver- jcupied beds 


beds a aver- 
Calendar year capacity beds age occu- 0 operat- | ee s live 
pied beds ing beds | "births 


Letterman Army | 












Hospital } | 
1955 -- aol 1, 087 900 683 75.9 496 18 48 
Ssh onl 1, 087 900 657 73.0 $49 0 5.1 
1957 -. geal 1, 087 890 | 660 74.2 472 182 3.5 
Valley Forge | 
Army Hos- | 
pital 
NS Siaieiciiinen 1, 616 1, 025 817 79.7 661 121 2.3 
1956. 1, 616 1, OM 770 | 77.0 610 142 | 2.2 
1957 . . 1, 566 971 671 69.1 36 11} 1.0 
Brooke Army | 
Hi spital | 
| — 1, 745 1, 125 912 81.1 73 222 6:0 
1,745 1,015 759 74.8 463 186 6 
De sea at 1,745 | 1, 024 753 73. 5 $56 174 4.6 
Walter Reed 
Army Hos- | 
pital: | 
1955 1, 573 1, 250 1, O2¢ 82.1 782 202 4 
1956 1, 573 1, 250 1, 033 82.6 778 21 5.3 
i cicnitecenas 1, 573 1, 250 1, 00 80.0 739 215 4.1 


It will be noted that except for V alley For ‘oe Army Taal al the 
overall utilization of the above four class 2 » hospit: als dropped very 
httle during the first year that DMCA was in effect. However, it is 
pointed out again that daily average occupied beds for dependents 
decreased in 195 ire renee for Walter Reed Army Hospital. Further 
the daily average of live births decreased in 1957 at all four hospitals. 

Brig. Gen. Paul S. Fancher, commanding offieer; Col. Fred H. 
Mowrey, Chief of Professional Services, and others furnished the 
following information during a personal visit to Letterman Army 
Hospital located at San Francisco, Calif. 

The overall impact of DMCA has been negligible because the reduc- 
tion in live births has been offset by an increase in gynecological, gen- 
4a medicine, general surgery, and other fields. Indicative of this is 

the fact that gynecological procedures increased from 835 in 1956 to 
1,050 in 1957. It was believed that this increase in gyn ecologic ‘al pro- 
cedures resulted in a broader training program. 

At the present time, there are 24 interns and 8 obstetrical residents 
at Letterman. The American Board of Obstetrics has set a minimum 
monthly figure of 90 deliveries for 6 residents. Since deliveries fell 
from an average of 162 per month during the calendar year 1956 to an 
average of 105 per month during the calendar year 1957, the minimum 
requirement is barely being met at the present time and any further 
decline in maternity cases will threaten the training program for 
obstetrics. Originally, the Surgeon General had wanted Letterman 
to train 9 obstetrical residents during fiscal year 1959 but, as a result 
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of the decline in maternity cases, it is now contemplated that only 6 
will be trained. Because of the drop in deliveries, one obstetrical 
resident currently is receiving his training at Ford Ord located near 
Salinas, Calif. It was stressed. however, that even prior to DMCA a 
resident from Letterman often received part or all of his training 
at Ford Ord. 

Other training programs at Letterman have not been affected. Ags 
a result in the drop in deliveries, seven nurses that had been assigned 
to the obstetrical ward have been reassigned to other sections of the 
hospital. Prior to DMCA, OB patients received optimum nursing 

care but those in the general surgery and general medicine wards did 
not. With the transfer of the seven nurses from the obstetrical ward, 
all patients are now receiving optimum care. 

Professional personnel at Letterman stated that the facility could 
handle the same number of deliveries per month that were handled 
in 1956 if it could obtain seven additional nurses. They also stated 
that there are 2 inactive wards with a total of 60 beds which could be 
reactivated. It was their opinion that these two wards could be filled 
with surgical pediatric and female medical patients. It was their 
opinion that additional staffing would be required and they were unable 
to estimate this cost and did not know whether the stafling could be 
obtained even if funds were available. 

The increase in administrative workload of the Medical Records 
Branch of the hospital was cited as an unfavorable result of DMCA. 
It was stated that requests from civilian doctors for former Army 
patients’ medical records have increased tremendously and are now 
running from a daily low of 40 toa daily high of 100. 

Another unfavorable result of DMCA has been the discontinuance 
of dental care for dependents. Colonel Mowrey stated that the cost 
of dental care is often more than the cost of medical care and he stated 
he felt the services should be permitted to provide deutal care to de- 
pendent. He said he would be inclined not to favor including dental 
care under any civilian program comparable to DMCA because he 
felt it would be extremely difficult to effectively control the cost of 
the program. He said much dental work is elective citing straighten- 
ing teeth and said the cost of a general program for dental care would 
be tremendous. 

Letterman Hospital can provide services comparable to those pro- 
vided by civilian hospitals under DMCA except for the following: 

(a) Open heart surgery. 

(6) Radioactive gold and cobalt. 

(c) Supervoltage X-ray irradiation. 

(d) Treatment of tuberculosis and psychoses. 

While the quality of professional care at Letterman compares to 
that obtainable under DMCA, it was frankly admitted that the hos- 
pital is old and does not provide many of the niceties obtainable in 
a civilian hospital. 
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The following is a summary of the utilization of four Class 1 Army 
hospitals : 


| Percent oc- | Daily average occupied 


Normal bed| Operating | Daily aver- |jcupied beds} beds Daily aver- 
Calendar year capacity beds age occu- | to operat- | } age live 
| pied beds | ing beds | births 
Military |Dependents) 
Carlisle Army | | 
Hospital: 
1955 73 29 32 110.3 19 ll 1.0 
1956 73 57 25 43.9 lt »} 
1957 73 48 20 41.7 1 | 3 
Fort Hood | 
Army Hos- | | 
pital } j 
1955 1, 009 513 367 71.5 290 76 | 5.8 
1956 1, 009 321 235 73.4 177 | 57 | 4.0 
1957 1, 009 300 188 62.7 142 | 43 2.7 
Fort Jay Army 
Hospital | 
1955 207 144 110 76.4 78 21 9 
1956 207 150 117 78.0 81 22 | 8 
1957 207 150 101 67.3 66 23 | 
Fort MacArthur 
Army Hos | 
pital 
1955 S5 49 33 67.3 17 16 1.1 
1956 S85 t4 38 59. 4 | 19 18 | 1.2 
1957 85 66 35 53.0 22 | 13 7 


The above summary shows that the percentage of occupied beds 
to operating beds declined in 1957 as compared to both 1955 and 
1956 at all 4 hospitals. The daily average of occupied beds by 
dependents also declined at 3 of the hospitals and the daily aver- 
age of live births declined at all 4. It should be pointed out, how 
ever, that the decrease in dependent workload was not entirely 
responsible for the decline in the utilization of these hospital facil- 
ities because in three of the hospitals the daily average of occupied 
beds by the military also declined. It is significant that at Fort 
Hood Army Hospital there were 513 operating beds in 1955 and 
only 300 in 1957. It will be observed that the operating beds at 
Fort Hood Hospital in 1957 amounted to less than one-third the 
normal bed capacity of 1,009 beds. The significance of this could 
only be determined by an inspection of facilities of this hospital. 


UTILIZATION OF NAVY HOSPITALS 


The following is a summary of the utilization of all Naval hos- 
pitals in the United States during the calendar years 1955-57: 


Percent Daily average occupied 
Normal Daily occupied beds 
Calendar year bed Operating average beds to <> E __.__| Total live 
capacity beds oecupied operating births 
beds beds Military Depend- 
ents 
1955__. 28, 000 16, 442 12, 911 78. { 0, 6¢ 1, 755 50, 494 
1956 2k, 000 16, 676 12, 603 75. 6 10, 273 1, 837 52, 064 
1957__. 2, AO 15, 957 12, 657 79.3 10, 558 1, 575 32, 023 
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It is noted that while the percentage of occupied beds has remained 
constant during the past 3 years, the number of operating beds 
dropped over 700 from 1956 to 1957. The dependent workload at the 
hospitals also showed a decrease during that period and there was a 
drop of ove *90.000 live births in 1957. 

The following is a summary of the utilization of four Naval hos 
pitals: 











While the percentage of occupied beds and the number of operating 


beds remain fairly stable during the past 3 years, all tho pitals showed 
a decrease in number of dependents cared for in these facilities and a 
substantial decrease in live births. 

Admiral John Q. Owsley, commanding officer, and other profes- 
sional personnel furni hed the following information during a per- 
sonal visit to the United States naval hospital located at Oakland, 
Calif. 

The overall impact of DMCA has been negligible to date except 
in the obstetrical field. In 1955 there were 2.705 deliveries, whereas mn 
1957, there were only 1.430. When obstetrical wards have been closed, 
nurses have been released but to date there has been no impact on 
medical personnel except that there has been inefficient. utilization 
of obstetrical and ovnecolorical specialists. In this reoard, there are 
a total of 205 beds allocated to dependents care and assuming 80 per 
cent optimum utilization, 164 beds should be occupied. The wards 
econtainine these beds are staffed for around-the clock operation and 


; SMe s : ‘ 
in addition to protes ional I ) 


° yr 1 ‘ iia 
military staff there are 32 nurses, 41 nurs- 


ing assistants, and 29 ward attendants assigned to the dependants 


ward. Based upon 80 percent optimum utilization during the calen 
dar year 1957, 19,456 sick days were lost due to nonoeccupancy by de- 

fetes “Ome ene SI ee 
pencents. MLOSt OT the | 
OR a Se ay apie sai tieee 
Pynecotogicat wards 1d it was estimated that there was a nonuttliza 


tion loss of approximately $316,000 during 1957. A chart prepared by 


Ost sick davs occurred in the obstetrical 
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the hospital indicates that there has been a steady decline in deliveries 
during 1957, and it appears that this decline is still taking place dur- 
ing the first few months of 1958. 

‘At the present time, Oakland hospital has 25 interns, 5 of which 
have been transferred from Corona Naval Hospital which was closed 
recently. The normal quota is 20 and the number of interns will be 
reduced to 20 after the Corona interns have been trained. There are 
also 11 obstetrical residencies at the present time. It was stated that 
if the decline in deliveries continues not only will the obstetrical 
training program be jeopardized but other programs as well will be 
affected. In this regard, the following statement was furnished: 












* * * Everyone agrees it is desirable to abandon the doctor draft law as soon 
as a sufficient number of physicans can be obtained by voluntary commission. 
Certainly the physician is happier and does a better job if he is in the service 
by his own choice. A very considerable attraction for the senior medical student, 
as well as the physician in private practice, is the training program available in 
naval hospitals. This program is already suffering from the effects of MediCare, 
and if the present trends continue internships and obstetrical, pediatric and gen- 
eral practice residencies will have to be discontinued in certain naval hos- 
pitals * * *. 

IMPACT OF MEDICARE 


ON TRAINING PROGRAM 













The desirability of an acceptable training program for interns and residents 
at naval hospitals has been well established. Without this program it would 
be impossible to attract a sufficient number of doctors into the naval service to 
provide a stable core of career medical officers. The practice of medicine today 
requires trained specialists; the doctors want to be trained, and the Navy must 
train its own specialists. The quality of patient medical care in any hospital 
is enhanced by a graduate training program, because this entails a group of 
well-motivated interns and residents, and a staff of full-time department heads 
who are uninfluenced by personal financial considerations in their relations with 
each other and with their patients. 

The deterioration of the obstetrical service brought about by the free choice 
provisions of medicare, if permitted to continue its present trend, will have a 
catastrophic effect on the intern and residency training programs at this 
hospital. 

Hach intern is required to observe 25 deliveries and perform 10 as part of an 
approved internship; with 20 interns this means a minimum of 500 deliveries 
per year. Since only certain types of cases are suitable for this requirement, 
and since the obstetrical residents must also gain active experience in this 
aspect of their training, a minimum of 3 times this number, or 1,500 deliveries 
a year, is considered necessary to maintain a satisfactory internship and resi- 
dency in obstetrics. 

The Navy must continue to train obstetricians in order to provide obstetrical 
service at isolated stations in the United States and overseas, and in order to 
provide specialists to supervise the obstetrical part of the internship. The need 
for trained gynecologists is obvious, and training in gynecology is integrally 
linked with training in obstetrics. 

The steady decrease in number of deliveries results in deterioration of the in- 
ternship and residency programs in pediatrics, since training in this specialty 
requires experience in the care of newborn infants. Unless an adequate number 
of deliveries is maintained, there will be an insufficient number of premature 
infants and those with congenital anomalies for study and care. The ultimate 
result to this hospital would be withdrawal of AMA approval of this hospital 
for the training of interns, as well as residents in obstetrics-gynecology, and 
pediatrics. , 

The residency in general practice would have to be abandoned if the present 
decline in obstetrical cases is permitted to continue. 

A satisfactory residency training program involves dovetailing between the 
various services by means of consultations, interdepartmental teaching con- 
ferences, and continual interchange of ideas and problems among the various 
specialists. Loss of approved training programs in obstetrics-gynecology and 
pediatrics will weaken the training programs in many of the other specialties 
to various extents, although perhaps not fatally. 





































668 


QO 


The residency in surgery, for instance, should include training in the surgical] 
correction of anomalies of the newborn, such as tracheosophageal fistula, 
omphalocele, pyloric stenosis, imperforate anus, intestinal atresia, diaphragmatic 
eventration, et cetera. Since these anomalies are not common, a large number 
of deliveries is necessary to provide a small number of cases. The surgical 
resident must also become acquainted with the surgical diseases that befall 
pregnant and postpartum women, and he should also become acquainted with 
the surgical problems of the gynecologist. 

The residency in internal medicine would suffer in many ways. The medica] 
resident must learn to manage, as a consultant, such problems as diabetes, 
heart disease, kidney disease, and thyroid malfunction in pregnant women, 

A similar situation would obtain in the residency training programs in most of 
the other specialties insofar as the affections of prenatal and postpartum women 
and newborn infants would apply to a balanced program in these specialties, 
Orthopedics, otolaryngology, urology, radiology, pathology are examples. 

In summary, the present rate of decrease in obstetrical cases in this hospital, 
if permitted to continue, will inevitably reach a point where abandonment of 
the rotating internship and loss of AMA approval for the residencies in obstet- 
rics-gynecology, pediatrics, and general practice would follow. The residency 
programs in the other specialties would suffer in various degrees, and there are 
not enough billets available in nearby civilian hospitals to make up for these 
deficiencies by a program of affiliation. 

The Oakland hospital has the staff and the equipment to compete 
favorably with almost any civilian hospital. It has fulltime resi- 
dents who are qualified by the American board in their specialist. field 
in 18 major medical and surgical categories. In addition, it utilizes 
75 active consultants chosen from the faculties of medical schools of 
Stanford University and the University of California and from civil- 
jan specialists practicing in the bay area. These consultants take an 
active part in teaching and studying military and dependent patients 
who present special problems of diagnosis and treatment. Its clinic 
is equipped to study many problems relating to serious and compli- 
cated diseases. In this regard, the pulmonary-vascular clinic is well 
equipped to make complicated heart and lung studies and highly tech- 
nical heart surgery is also within the capability of the Oakland 
hospital. 

According to professional personnel, the hospital handled an aver- 
age of 225 deliveries per month during the 10-year period prior to 
DMCA. The reduction in deliveries in 1957 caused some reduction in 
nursing personnel but it was stated that without any increase in nurse 
staffing the obstetrical service could have satisfac torily ace ‘omplished 
200 deliveries per month during 1957 or only 64 percent of a 
bed utilization. With a slight increase in nursing personnel 312 de- 
liveries per month which would have been optimum bed utilization 
could have been handled. It was also stated that some additional 
work load could have been handled in the pediatric and gynecological 
ward but the additional work would have been relatively small. 

Professional personnel advised that the reduced workload in ob- 
stetrics probably could be attributed to the fact that prospective 
mothers wonld rather obtain their prenatal care from a doctor in their 
immediate neighborhood rather than travel a few miles to the Oakland 
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Navy Hospital. Another factor probably would be that civilian hos- 
pitals could furnish more of the nicet les. In this regard the Oakland 
hospital is fixing up its maternity ward by adding new furniture, 
curtains, et cetra. It has also set up three outpatient clinics located 
at Alabama Air Station, Moffett Field, and Port Chicago. ‘These three 
outpatient clinics are more conveniently located than Oakland Navy 
Hospital to render prenatal care. These outpatient clinics are credited 
with inducing a suilicient number of prospective mothers to seek the 
care at the Navy facility to keep the level of maternity cases just above 
the critical point so far as the training program is concerned. It was 
pointed out, however, that after July 1, 1958, it will probably be neces- 
sary to close one or all of these outpatient clinics because of transfer 
of obstetrical personnel, 

Admiral Owsley and other professional personnel were in agreement 
that freedom of choice should be limited whenever it threatened either 
optimum utilization of service hospital facilities or training programs 
of the service hospitals. Admiral Owsley advised that because of the 
declining trend in obstetrics and gynecology, inquiry has been made 
to determine the possibility of affiliation with civilian hospitals. This 
inquiry has indicated the possibility of only one affiliation on a limited 
basis. Admiral Owsley and other professional personnel said they 
recognize that administrative problems would be encountered in limit- 
ing free choice but thought that if the problem was approached ob- 
jectively that such administrative problems could be worked out. 







UTILIZATION 





OF AIR FORCE HOSPITALS 








The following is a summary of the utilization of all Air Force hos- 
pitals in the United States during the calendar years 1955-57 : 













Daily Percent 
Normal | Operating average occupied | Number of Daily 
Calendar year bed beds occupied beds to live births average 
capacity | beds operating | live births 
| | beds 











1955... 19, 206 11, 023 7, 698 69.8 57,229 156. 8 
1956... 18, 875 10, 400 | 7.012 67.4 61, 829 169. 1 
1957. 16, 825 10, 281 6, 908 67.2 40, 872 | 111. 97 












It will be noted from the above summary that on an overall basis 
the percentage of utilization has dropped very little during the first 
year of DMCA, but from 1955 to 1957 the operating bed capacity has 
dropped over 700 beds. It is also significant to note that the total 
number of live births decreased over 20,000 in 1957 from 1956. 
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The following is a summary of the utilization of five 
hospitals picked at random: 


LI r Force 


Percent Daily average cupied 
| 1) \ occupied he 
mndar year bed Operating average beds to Total live 
ty bed occu d operating births 
beds beds Military Depend- 
Hamilton A 
I e Base 
H 
{ 79 0 63. 3 31 19 684 
1956__ 1% 7 v1 66. 7 34 lf 683 
1957 7 55 73.3 37 5) 
Lacl 
I 
Hos 
Is 77 900 590 65.6 494 | RQ 1, 84 
56 ae 1,078 814 619 76.0 512 101 1” 982 
If , 1, 080 914 764 83. 6 639 110 1, 667 
Mitche “Ai ir 
Force Ba 
Hospit i: | 
keene 125 125 78 62.4 52 26 679 
SS 162 125 69 55. 2 40 | 28 667 
1957 : 174 125 52 41.6 32 | 18 | 385 
Orend io Air | 
Force Base 
Ho apite al: 
a 370 106 72 67.9 45 | 27 803 
1956_____- se 370 100 72 72.0 39 33 1,057 
1957 370 100 59 59. 0 35 24 542 
March Air Force | 
Base sieepit il: | | 
eo eecccines 134 134 8Y 66. 4 60 28 813 
1956 ee 130 134 89 66. 4 59 29 | 893 
sities 107 134 68 50.7 44 22 | 696 
S 


| 
2 
| 


It will be noted that with the exception of Hamilton and Lac iia 
Hospitals, the percentage of occupancy was considerably reduced in 
1957 over 1956, while the operating bed capacity remained constant. 
It is further noted that in all five hospitals there was a considerable 
decrease in live births. According to the Air Force, in October 1956 
there were 6,339 live births in all Air Force hospits als in the United 
States, while in January 1958 there were only 3,034. In accordance 
with the performance report for November and December 1957, the 
Air Force hospitals had the capability to adequately perform 5,057 
obstetrical cases and, based upon their current training program, it is 
estimated that by December 31, 1958, they will be in a position to 
adequately handle 4,931 cases. This estimated capability for Decem- 
ber 31, 1958, even takes into consideration the fact that before that 
date the Air Force will have closed 7 hospitals in the United States, 
1 of them a 900-bed hospital at Parks, Calif. 

Col. John Ficcichy, commanding officer, Hamilton Air Force Base, 
San Rafael, Calif., furnished the following information during 4 
personal visit to that hospital. 

The impact of DMCA at Hamilton Air Force Base has been felt 
primarily in the obstetrical and gynecological fields. In 1955, 969 
such cases were handled, whereas in 1957 these cases had dropped to 
802. During January and February 1958, the declining trend in 
obstetrical and gynecological cases has continued. Colonel Ficcichy 
expressed the opinion that his hospital could handle the number of 


obstetrical and gynecological cases handled in 1955 with little or no 
additional cost. 
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While Hamilton Air Force Base Hospital has no training programs, 
it is attempting to win back dependents in the obstetrical and gyne- 
cological field because it feels the hospital can provide as good or better 
care as civilian hospitals at less cost to both the dependent and the 
Government. In this regard, newly assigned servicemen and their 
wives to the base receive an indoctrination lecture on the services that 
the hospital can perform for them. Further, on March 28, 1958, the 
base magazine discussed in an article the medical care and services 
offered by the base hospital. It has also been possible to set up out- 
patient appointments for prenatal care and the family clinie used for 
dependents has been redecorated. At the present time, there are 4 
wards, 2 for dependent care and 2 for military care having a total of 
75 beds. If the dependent workload increased, the operating beds 
could be easily expanded from 75 to the normal capacity of 116. 

Colonel Ficcichy expressed the opinion that when the hospital is 
not operating at optimum capacity, consideration should be given to 
restricting the freedom of choice. He said he recognized the admin- 
istrative difficulties that might be involved because many of the active 
duty servicemen and their families assigned to the base reside in inte- 
grated communities in the general bay area. He stated that to the 
extent of the capability of his hospital, there is no question in his mind 
but that it could provide quality of medical care comparable to that 
being obtained under DMCA at a lower cost to the Government. 


DMCA EFFECT ON OPTIMUM USE OF MEDICAL FUNDS 


Due to budgetary limitations and statutory limitations on the num- 
ber of doctors available to the services both prior to and subsequent to 
DMCA, services available to dependents in military facilities have 
been somewhat restricted. Military facilities have not been operated 
to their optimum capacity and as a result in many cases dependents 
have been inconvenienced. They have had a wait for long periods in 
order to see a physician, have been discharged sooner than desired 
after giving birth, have been denied certain services and have 
experienced delays in receiving services. 

DMCA by making services available in civilian facilities has helped 
the dependent located near these facilities. Except for the effect of a 
somewhat lessened workload, DMCA did not aid the military hos- 
pital in providing a more satisfactory service to the dependent. 

DMCA funds are restricted and can be used only to provide serv- 
ice to dependents in civilian facilities. The funds are not available 
for care of dependents in military hospitals. However, in some cases 
funds have been taken from the military hospital budgets to support 
DMCA requirements. 

The Air Force requirements of DMCA funds for fiscal year 1958 
were revised upward from $20.7 million to $34.3 million; $9.1 million 
of this $13.6 million increase was made by diverting funds from other 
operating and maintenance funds which were already critically short. 
Perhaps more important, $4.5 million was taken directly from Air 
Force medical funds. 

The Air Force advised that it is difficult to furnish a clear-cut 
analysis of the impact of this absorption on the medical program as 
there were other factors which affected the quality and quantity of 
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medical care, which the Air Force could provide. However, it was 
stated that the combination of factors had a far-reaching effect upon 
the medical service, and in particular the service offered dependents, 
It was stated that the hospital commanders found it necessary, due 
to the lack of adequate funds, to take actions which, in fact, ultimately 
lead to even great fund shortages. Some of the actions taken are 
as follows: 

(a) Elimination of obstetrical and gynecological services at 
some bases. 

(6) Elimination of elective surgical procedures at many sta- 
tions. 

(c) At some of the smaller facilities the Air Force finds it 
necessary to procure consultant services from civilian sources, 
Dependents who could have been treated at less expense in Air 
Force facilities, if funds had been available, were told that such 
care was not available and these dependents went to civilian 
physicians and hospitals. 

Navy funds for fiscal year 1958 for DMCA were revised upward 
from $22.9 million to $25.9 million. It is anticipated that this defi- 
ciency will be met by a pending supplemental request for funds, 
However, in connection with the further requirements for 1959, it is 
estimated that. roughly $3 million of the funds desired for Navy 
medical operations will be used to meet the additional requirements 
of DMCA. 

Army requirements for DMCA for fiscal year 1958 were revised 
upward by $5 million from $19 million. Army officials advised that 
this increase had had no adverse impact on the Army medical ae- 
tivities program inasmuch as the additional $5 million has been ab- 
sorbed by the Army through reprograming of funds within the 
operations and maintenance appropriation. 

The above illustrates that the impact of DMCA costs varied in the 
services. For example, the Navy advised that the funds available 
in 1957 resulted in a lot of deferred maintenance and in staffing 
below desired standards. The problem generated by this fact can 
be illustrated in regard to the naval hospital at Key West, Fla. Due 
to the isolation of this facility, and the fact that no adequate civilian 
hospital exists in the area, dependents at Key West are for all prac- 
tical purposes limited to the use of this hospital. The physical con- 
dition of the plant has been described as poor and the dependent clinie 
in great need of improvement. It was estimated that $25,000 addi- 
tional funds might have made a great improvement in the type of 
service rendered to dependents. However, such funds were not avail- 
able. As a result, a dependent using the military hospital at Key 
West might not receive service equal to that which she could under 
DMCA had she been located, for example, at Miami, Fla. 

It has been the experience of the military that the cost of services to 
dependents under DMCA has been large in proportion to the workload 
supported. For example, in the Navy for fiscal year 1958 it is esti- 
mated that DMCA will provide care for only 11 percent of the total 
average daily patient load for Navy. However, it will require ap- 
proximately 34 percent of the total funds available for this purpose 
to support this workload. 
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It was the observation of personnel concerned with the financial 
management of military facilities that if only a portion of the average 
daily patient. cost under DMCA could be made available to the mili- 
tary, Improvements in service could be made. It was felt that these 
improvements would encourage dependents to utilize military facilities 
without any limitation on free choice and result in an overall savings 
to the Government. The following figures represent average daily 
patient costs for the three services for the fiscal year 1957 and for 


DMCA: 


Navy---------------------=-----nan-nennnnenenennnn nnn neannnnaoo $16. 24 
Army Dien ED UD EE ED En GES ED EET ED es aE ES ae Os OO nw a ea es Oe epandibunetebdewsintd: tates acnbtinintiinahenahaed minted - ». a 
NS iin scares sinh channel esbed jinitiana tieenttintigtomlpeniannieae -------- <4. 64 
eee! eS oe slic icin lant i ua as 45. 00 


The services’ costs represent average costs; the DMCA cost is an 
estimated cost, but does not include administrative costs or the fee 
paid by the dependent. The low cost shown for the Navy is partly 
attributable to the fact that Navy personnel generally work longer 
hours than personnel in the two other services. 

There is a great area of controversy in regard to the validity of the 
above services’ costs and a study is currently being made by representa- 
tives of the armed services and the Bureau of the Budget to arrive at 
costs which might be comparable with costs in civilian ‘hospitals. 
Military officials concerned with the program advised that regardless 
of the manner by which costs are computed that dependents could be 
eared for in military facilities, generally, at less cost than through 
DMCA. 

Disregarding these average daily patient costs, it was argued that 
the only real cost to the Government in regard to dependents was that 
cost incurred exclusively for dependent care. It was stated that the 
military medical system is required to fulfill its military mission by 
providing medical care for military personnel and by maintaining : 
service to meet wartime needs. Funds would be required for this 
mission regardless of any care of dependents. Using this as a base it 
was argued that the only costs applicable to dependents would be 
those additional costs incurred exclusively for dependent care. 

Hospital officials advised that to the extent they operated below 
optimum capacity, additional dependents could be cared for at prac 
tically no cost to the Government. The Air Force estimated that some 
of its facilities are operating below optimum and that additional de 
pendents could be taken care of for as little as $10 a day in these 
facilities. Officials of the Navy estimated that under similar cireum- 
stances they could care for additional dependents at two-thirds to 
three-quarters of their daily average patient costs. Army officials 
were reluctant to make any estimates in this regard. 


DISSEMINATION OF DMCA INFORMATION 


In November 1956, the Office for Dependents Medical Care pub- 
lished a pamphlet entitled “Medical Care for Service Dependents” 
which was issued to all individual members of the uniformed serv- 
ies, This pamphlet clearly sets forth the type of service authorized 
under the act and lists specifically services which are not authorized. 
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It clearly states the amount to be paid by the dependent for hospital- 
ization and physician services under varied conditions. <A revision 
of this pamphlet is currently in preparation and upon completion 
will be distributed throughout the services. 

ODMC has publicized the provisions of the program through 
publications, radio, television, lectures, and film presentation, all of 
which have been disseminated throughout the entire military service, 
Approximately 50 articles on medicare have appeared in magazines 
and newspapers, published specifically for retired and active military 
personnel. Information of special interest to the medical profession 
has been published in National and State journals. At the present 
time radio and television time is tentatively planned as a public 
service over area networks. A training film is also nearing com- 
pletion which will receive worldwide distribution. 

The Air Force has prepared numerous articles for publication in 
base newspapers and magazines on a worldwide basis. Articles on 
medicare have appeared in the Medical Service Digest for the Air 
Force, as well as the Air Force magazine The Airmen. Special 
briefings have been given to the key medical staff of the Air Force as 
well as the staff and faculty of the Air Command Staff College, Air 
University. ' 

The Department of the Army has forwarded numerous bulletins 
concerning the program to all commands with instructions that the 
details be disseminated to members of the uniformed forces. It has 
furnished information to field installations pertaining to fiscal mat- 
ters and details of the operation of the program. Numerous articles 
have been published in ey newspapers and magazines designed to 
inform the uniformed personnel of the provisions of the program. It 
has made numerous press releases, which were published in local 
newspapers throughout the United States, calling attention to the 
benefits of the program to the dependents of the military personnel. 

The Department of the Navy has forwarded a bulletin containing 
instructions on the program, which was predicated upon the DOD 
joint directive, to all commands of naval hospitals. It also furnished 
to its field installations information pertaining to the fiscal matters 
of the program. 

The effectiveness of the information which was disseminated rela- 
tive to the program was discussed with representatives of ODMC and 
the military services in Washington and with Blue Cross, Mutual of 
Omaha, and Blue Shield representatives. It was also discussed with 
the commanding officers of three military hospitals in the San Fran- 
cisco area. It was the consensus of these officials, based upon their 
experience, that servicemen and their dependents had been adequately 
informed concerning their rights under the program as well as the 
procedures to be followed and the charges which they were obliged 
to pay. They stated that naturally in a program of this scope and 
complexity there were some inquiries received from servicemen and 
this was to be expected. They further stated that the program is well 
underway and working smoothly. Some of the officials pointed out 
that eligible dependents received approximately $70 million in treat- 
ment during the first year the program was in operation and stated 
this gave some indication as to the familiarity of the dependents with 
the program. 
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Mr. Suepparp. We will proceed. I would like to have the state- 
ment presented by the Assistant Secretary, Dr. Berry. 

Mr. SrKEs. May I ask, Mr. Chairman, what statements we shall 
have this morning before we get into questions. I see we shall have 
one from Dr. Berry. 

Mr. Sueprarp. After Dr. Berry’s statement we shall have a brief 
statement from General Robinson. We shall put his entire state- 
ment in the record but, because it is rather lengthy, 
to brief the statement. 

Mr. Srxes. My inquiry, Mr. Chairman, was made because of the 
very good work I know General Robinson has been doing in this 
field, ‘and I assumed that you would want a statement from him. 
Tam glad that that is the case. 

Mr. Suerparp. Dr. Berry, you may present your statement at this 
time. 


we shall ask him 


SraTveMENT OF Dr. Franx B. Berry, Assisranr SECRETARY OF 
Derense (Hratru AND MepIca.) 


Dr. Berry. Mr. Chairman and gentlemen, I am Dr. Frank B. 
Berry, Assistant Secretary of Defense for Health and Medical and 
have been in this position for the past 4 years. 

The specific legislation for entitlement to the privilege of medical 
care for dependents of members of the Armed Forces has been under 
consideration in the Department of Defense for the past 8 years. 
Public Law 569 was finally enacted June 7, 1956. The initial con- 
sideration of this legislation was assigned to the Armed Services 
Committees of the House and Senate. It is known as the Dependents 
Medical Care Act. Many bills were written and presented before 

any final acceptance was agreed upon. Extensive hearings were held 

by both of the Armed Services Committees, and a special task force 
was named by the Department of Defense to work with the Depart- 
ment of Health, Education, and Welfare, the Offices of the Surgeons 
General and the departments of personnel of the armed services. 


FREE CHOICE 


Much attention was given to the question of free choice. In the 
Senate Report No. 1878, Calendar No. 1899, 84th Congress, 2d session, 
the problem was discussed at length and I quote the paragraphs 
dealing with that subject: 


Freedom to choose civilian facilities or those of uniformed services: Perhaps 
the most controversial provision in the bill is that contained in subsection 201 (b). 
This subsection provides that the spouses and children for whom civilian care 
must be contracted may elect to receive medical care in facilities of the uniformed 
services or in the facilities provided under an insurance, medical service, or 
health plan, except that the right of election may be limited by regulations for 
those dependents residing with members assigned to areas where adequate 
medical facilities of a uniformed service are available for such dependents. 

The authority to limit this election was assailed by private medical and hos- 
pital organizations, apparently from apprehension that the power to limit choice 
would result in an expansion of facilities of the uniformed services and an 
increase in the number of physicians required to provide medical care for 
dependents. The opposing argument is that a preponderant utilization of 
civilian facilities and services might result in an unjustifiable and uneconomical 
failure to use existing capacities in facilities of the uniformed services; it might 





also deny medical personnel of the uniformed services the opportunity for a 
diversified practice, since limiting their patients to the presumably healthy active 
duty personnel hardly offers the varied practice that is desirable to attract career 
medical personnel. 

The committee has left this subsection virtually intact in the belief that the 
fears expressed about it are based on the assumption that the present or some 
future Secretary of Defense might be guilty of an egregious abuse of the disere- 
tion granted. It is the understanding of the committee that the bill is not 
intended to cause an expansion of facilities or an increase in the number of 
physicians in the uniformed services solely to provide dependent medical care, 
Even if the bill tended to have these effects, the committee would have to ap 
prove the authority for an expansion of facilities and for compelling involuntary 
service by physicians. Any such requested authority would be carefully exam- 
ined by the committee in relation to the exercise of the power to restrict free 
choice. 

In accordance with title IT, section 203 of Public Law 569, a civilian 
advisory committee was appointed by Secretary Wilson. ‘This com- 
mittee meets twice a year. The question of free choice has been con- 
sidered at each of these meetings and will be considered in the forth- 
coming meeting on May 9. 

Our interpretation of the Senate conference report and the law itself 
has been that free choice by the dependent was to be permitted and is 
the intent of the law, except in those instances where it appears to the 
Secretary of Defense and the Secretary of Health, Education, and 
Welfare that this privilege was being abused. As you will hear from 
the detailed testimony of Maj. Gen. Paul I. Robinson, Medical Corps, 
United States of America, executive director in charge of the admin- 
istration of this law, we have not believed that such abuse has occurred. 
In conversation with a former Chief of the Bureau of Naval Personnel, 
he told me that the Navy had been gratified with the operation of the 
law although at first there had been reservations as to the law itself 
and later as to the provision of free choice. 


EXPERIENCE UNDER THE LAW 


The law has been in actual effect for just slightly over a year as it 
was not utilized to its full until about the month of March 1957. It 
has been extraordinary to us who have worked on the implementation 
of the law to note how close has been the correlation between the esti- 
mates of the Moulton Commission in June 1953 and the actual experi- 
ence during the past year. The original estimate of the Moulton 
Commission was that 40 percent of the dependents were living at dis- 
tances far removed from military hospitals. In General Robinson's 
statement he will point out that the care for dependents given in 
medical facilities other than the military has proved to be approxi: 
mately 35 percent. At the time the bill was presented to the Congress 
and passed, it was estimated that there would be an added ex xpenditure 
of approximately $76 million each yea 

Although there have been many Tack ussions with and criticism on the 
part of the medical and dental professions, nevertheless all have agreed 
that the administration of the provisions of the act has been re- 
markable in view of the fact that it was pioneering in an entirely 
new territory in which there had been no experience for guidance. 
The cooperation on the part of the professions has been most gratify- 
ing and I should also like to compliment the commercial insurance 


companies, the Blue Shield and the Blue Cross for their solid 
cooperation. 
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COSTING DIFFICULTIES 


A committee was appointed this last winter consisting of repre- 
sentative of the armed services, the Department of Defense, the Amer 
ican Hospital Association and the Bureau of the Budget to try to 
work out comparable costs of care in military and civilian hospitals. 
Some headway has been made but because of the different types of hos- 
pitals such as military, Veterans’ Administration, Public Health, 
State, municipal, university, voluntary, proprietary and private hos- 
pitals; and again mental hospitals, general hospitals, and specialty 
hospitals, such accurate costing has proved to be a most difficult 
problem. [ point out that the cost of living varies in different parts 
of the country and there are different common fee scales on the part 
of the physicians. 

The difficulties have been great but I believe that basically the 
legislation is sound. We also believe that Public Law 569 should 
have full scope for a period of operation before any changes are con- 
sidered and any possible amendments should be carefully considered 
to insure that they are required. 


Mr. Suerrarp. Thank you, Mr. Secretary. 


SraTEMENT OF Mays. Gen. Paut I. Roprnson, Executive Direcror, 
Orrick FOR DEPENDENT’s Mepicat Care 


General Robinson, you have an extensive statement. I know it 
is very well prepared for I have had a chance to look it over. In 
order to conserve the time of the committee, we shall insert the state- 
ment in the record at this point, Mr. Reporter. 

(General Robinson’s prepared statement follows :) 


Mr. Chairman, gentlemen, I am Maj. Gen. Paul I. Robinson, Medical Corps, 
United States Army, Executive Director, dependents’ medical-care program. 
When I was before the committee last year, the program of caring for eligible 
dependents of active-duty personnel of the uniformed services in civilian hos- 
pitals by civilian physicians had been in operation only 4 months. There 
was little we could tell the committee except that the plan had been designed 
and the program launched. The committee last year emphasized its intense 
interest in the program and stated that this year it would want a full-dress presen- 
tation with your analyses and comments on every conceivable facet of this new 
program. This I am prepared to do, if the committee so desires. 


EMPHASIS ON OBJECTIVES OF CONGRESS 


Great emphasis has been placed on the operation of the program to make it 
conform to the desire of the Congress. Hearings on the bill have been fre- 
quently studied, the Armed Services Committee of the House of Representatives 
has been consulted on several occasions, and an interim report to Congress was 
prepared and transmitted to the Armed Services Committees of the House and 
Senate on August 14, 1957. The first annual report, as required by the law, 
is now being prepared and should be ready for submission by June. Realizing 
the socioeconomic potentials of this program, every effort has been made to 
administer it in a flexible manner so it could conform to the medical practice 
of each community. It is our belief that the objectives of the Congress have 
been attained and that the program can now be said to be workable and 
successful. 

I have prepared a series of charts and tables which will expedite the 
presentation, 
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TaBLeE No. 1.—Average daily patient load of uniformed services dependents 1 in 
military and civilian hospitals, United States and Territories—January through 


v 


August, 1956 and 1957 
January through August 1957 





Percent; Percent; Num- | Percent; Num- | Percent! Percent 








of total |decrease ber of total ber f total |increase 
Army 2, 48 $6. 2 2, 2 1 9.4 1,3 2. 0 ° 3. 7 3.2 
Air I 34 1,99 8 14.8 . a 32 9 Wis. 5.4 37.8 
Nav 1, 708 8.1 11 1, 358 ( 0 98 9 37.3 
Public Health 
Service__. 1.9 11 2. ( 6.3 95 2.1 214 2.0 40.7 
t 6.8 ) | 100. ¢ 1. f 4 531 100.0 10, 60 100.0 | 35.2 
1 Dependents cared for in military hospitals are all eligible dependents of both active-duty and retired 
personnel. Those cared for ir ian hospitals under medicare are the wives, children, and dependent 
} } 1 r + ¢ 
usbands ( u ni 
? Base n data reflect n claims paid by contractors and reimbursed by OD MC Dec. 7, 1956, through 
J ! 58. Dat it nth t unt f he lag in the submission of claims utilizing previous 
h irthe ustment 
Average y patient calendar year 1956. 


AVERAGE DAILY PATIENT LOAD 


Table No. 1 presents data on the average daily patient load of uniformed 
services dependents in both military and civilian hospitals. You will note that 
the average daily patient load of dependents in the combined military and civilian 
medical facilities in the months January through August 1957 exceeded that in 
military hospitals in the same months of 1956 by approximately 35 percent. 
Sample studies indicate that 483 percent of the dependents who have availed 
themselves of civilian medical care have been living apart from their sponsors 
because of the exigencies of the uniformed service. 


TABLE No. 2.—MEpICARE—RESULTS OF PATIENT QUERY * 


Seven hundred and fifty questionnaires mailed, September 1957 through January 
1958—68 percent responded (returns still coming in); 98.7 percent were gen- 
erally satisfied with the medical care received 


REASONS FOR CHOOSING CIVILIAN FACILITY 


Percent 

Reside too far from a military facility______-_ hae onl ee oS aterm —— 
Stated type of care required was not available at the military facility___. 14.9 
Preferred civilian facilities, for diverse reasons__..__________~~ cienapancnaast 
Stated military facility was inadequate or overcrowded___-------------- 12.8 
Preferred the services of a particular civilian physician or hospital__-_.___ 7.0 
Received emergency care se ae een ees eas te inst sei ce tees mc 
Stated merely that civilian facility was more convenient__.__.__.__-_----.. 2.9 

COMMENTS RECEIVED 

Had no comments or suggestions to make___________- si a 
Gave gratuitous comments on the program and/or its benefits *_-___----- 25. 0 
Requested additional penefits__.__.._..._._____ cgtintuagens aa 
IR EO a oad a lia nh iene ek Sl el ee ee 7.6 
Outpatient care, pediatrics, drugs, and so forth____._.__-_-__--_------ 8.2 
Requested more information on medicare benefits, and so forth_.__._._-_-_-. 5.2 
Gave generally unfavorable comments *__.....-________________--_----- 5.0 
Prefer military facilities, i. e., less expense involved, and so forth-------- 1.0 


1150 questionnaires are mailed out monthly. Participants are selected from physicians’ 
claims of most recent receipt, taking into consideration geographic area, urban and rural, 
type of care rendered, and branch of service in which the sponsor is a member. 

2Such comments as: ‘We are highly pleased in every respect”; ‘Medicare is an out- 
standing asset to active-duty personnel”; “Highly satisfactory program. The nonexistence 
of redtape was especially noted”; “I think it should be noted that the medicare bill was & 
large factor in my changing from USNR to USN and thank you.” 

8 Particularly concerned over additional expense of subsequent readmissions related to 
same condition. Also, many would like notification of paid bill—both hospital and 
physician. 
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RESULTS OF PATIENT QUERY 


Table No. 2 gives the results obtained from 750 questionnaires constituting a 
random sampling, as explained in the footnote, during the period September 
1957 through January 1958. These data indicate that 71 percent of those using 
the civilian program feel that they live too far from a medical facility of a 
uniformed service; that the service facility does not afford the type of service 
needed or is inadequate or overcrowded. At this point I would like to recall 
the original estimates expressed at the congressional hearings on the act, which 
stated that medical care was not available to approximately 40 percent of depend- 
ents. Questionnaire results significantly parallel the initial reasons stated at 
the hearings as to why care was not available to some 40 percent or, roughly, 
800,000 dependent wives and children. These substantially similar reasons given 
by participants as to why civilian faciilties were chosen are, with respective 
proportions, as follows: Reside too far from a military facility (43.6 percent), 
type of care not available at the military facility (14.9 percent), military facility 
was inadequate or overcrowded (12.8 percent). Significant also is the fact that 
only 2.9 percent stated that the civilian facility was merely more convenient. 


COSTS 


This (referring to a chart) represents a recurring monthly report to reflect 
the accumulative claim and cost totals of all prior months with respect to sums 
expended by contractors for which reimbursement by the Government has been 
made. Each month we take all the claims received in the previous month and 
place them in the month when service was completed. It is of interest that, in 
the claims received in January 1958, there were 60 hospital claims and 41 physi- 
cians’ claims for service completed in December 1956. These totaled $6,357.7 
It is significant that medicare became established very rapidly and, in the suc- 
ceeding months, has developed and grown, but at a proportionately slower rate, 
indicating what appears to be an imminent approach to a stabilized program. 
The service rendered in August will reach the S7-million mark. 

The question often arises as to whether or not our payments are reasonable. 
Hospitals are paid either their billing rates or Blue Cross rates, depending upon 
arrangements made between fiscal administrators for hospital payments and indi- 
vidual hospitals. The basic concept of the program is that physicians are to 
receive their usual charges, or the amount negotiated with each State medical 
association for each item, whichever is the lower. Our payments to hospitals 
compare favorably with those published each year by the American Hospital 
Association in its periodical, Hospitals. Payments to physicians compare favor- 
ably with an actuarial study made by the health-insurance industry, which is as 
yet unpublished. In Family Medical Costs and Voluntary Health Insurance: 
A Nationwide Survey, by Odin W. Anderson and Jacob J. Feldman, published 
by Blakiston Division, McGraw-Hill Book Co., in 1956, tables A-20 and A-21 
would indicate that the mean gross charge per family for hospital service was 
$158, and that for physicians’ services was $105. Calculated from the basic data 
upon which this chart was based and including the amount the patient paid, the 
ratio of hospital costs to physicians’ costs would be $126 for hospitals and $106 
for physicians. In view of the fact that the dependents’ medical-care program is 
primarily a surgical program for younger people, whereas the family costs quoted 
above include all medical costs for all ages, the ratio of physicians’ costs to hos- 
pital costs would appear to be well in line with that in civilian life. 


TaBLeE No. 3.— Medicare—Age and sex distribution of patients 
—< = - —s _> | ia = ! - | 
Age } Total per- | Percent | Percent 
| cent female | male 
a ents : Rc a = as 
All ages_. Ses : 100.0 79.7 | 20.3 
Under 1___- : 11.2 3.9 — 
1 to 13__. 5 pe leoe 22.3 9.4 12.9 
14 to 19___ 15.6 15.5 0.1 
2 to 20__. 38.0 38.0 
30 to 39 aS ae 10.9 10.9 
40 to 49 } 2.0 2.0 
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AGE AND SEX OF PATIENTS 


Table No. 3 shows the age and sex distribution of our patients. You will note 
that 53.6 percent of our patients are young women between the ages of 14 and 29, 


Tas_e No. 4.—Medicare—Average costs* (physician and hospital) per case by 
diagnosis or procedure 


OBSTETRICAL * 


Deliveries, complicated 


incl agente diaieaeda lou ndieisndecoitlcne stad aon $414 

Deliveries, normal a hedsb casein topes ian Ae ae eeases ie Fs . 288 

Misearriages and abortions os sais ay be ; 172 

Other complications of pregnancy Sm : . ca 149 
SURGICAI 

Cholecystectomy_-_-_ SS i leak ts nasa Oa leaded alas aa eee Ss keen ils les Recta 


Hysterectomy -_- ; oi es . 557 


‘a eiebieb a r moe 
Appendectomy ; eee: gs a . = 
Hemorrhoidectomy eta y bs dle cee ee pl 28K 
Herniorrhaphy wa aa ss cab lag while isnae ms ous cares rinses unre 
Dilation and curettage la eae ss ipsclensins eu ciae a chaciohandaes ee 148 
Excision of cyst, breast . : i ee eee 169 
Tonsillectomy _-_ ore een aetna ee 114 
MEDICAI 
Infectious diseases of Fallopian tubes and ovaries_- ua ieceei ’ 411 
Infectious diseases of uterus, vagina, and vulva_____..--__--_----_---. 241 
i oa ieee ES Oe Sg . 178 
Bronecniis........; ee a iS Staak aii Bae tae chee 144 
Upper respiratory infections__ , 142 
Gastroenteritis.__............. Se Le sis " ‘ 132 


AVERAGE COSTS PER CASE BY DIAGNOSIS OR PROCEDURE 


Table No. 4 shows a group of average case costs in a group of patients treated 
in several States. These costs include hospital, surgeon, anesthesiologist, 
X-ray, laboratory, and all other ancillary costs which had been reported to our 
office at the time the study was made and our own experiences would undoubtedly 
judge them as reasonable. 


——— 


1Cost data do not include payments made by the patient (usually $25 to the hospital 
as required by Public Law 569). 

2 Based on the first results of a 14-State study currently being conducted from claims 
paid by contractors and reimbursed by ODMC, Dec. 7, 1956, through Jan. 31, 1958, for 
Alabama, Illinois, Massachusetts, Michigan, Nebraska, New Mexico, Ohio, Oregon, Pennsyl- 
vania, Texas, Utah, Virginia, Hawaii, and Alaska. Data include the bulk of charges for 
antepartum and postpartum care and charges made for anesthesia, X-rays, pathological 
examinations, etc. Computed for care completed in the last 6 months of calendar year 
1957. 

®Since results from the 14-State study described above are not yet available in these 
categories of care, surgical and medical costs are based on an earlier study of claims for 
California, Colorado, Florida, Kentucky, New York, Texas, Washington, and Wisconsin 
received Dec. 7, 1956, to June 1, 1957. There is no assurance that all claims of 
anesthesiologists, pathologists, consultants, private-duty nurses, and others who may 
have rendered compensable care to these patients are included. 
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TABLE No. 5 


DELEGATION OF AUTHORITY FOR "MEDICARE" 


CONGRESS (Public Law 569) 


SECRETARY OF DEFENSE - = - = Secretary of Health, 
Education, and 
| Welfare 


SECRETARY OF THE ARMY 
(Executive Agent) 





CHIEF OF STAFF 


DEPUTY CHIEF OF STAFF FOR LOGISTICS 
(Program Director) 


THE SURGEON GENERAL 
(Deputy Program Director) 


EXECUTIVE DIRECTOR 
Office for Dependents' Medical Care 
. a Class II Activity 
(Office of The Surgeon General, 
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DELEGATION OF AUTHORITY 


Table No. 5 shows the delegation of authority from the Congress, through the 
Secretary of Defense, the Secretary of the Army as executive agent, the Chief 
of Staff, United States Army, the Deputy Chief of Staff for Logistics as program 
director, the Surgeon General as deputy program director, and to the Executive 
Director, which position I hold. 


OFFICE FOR DEPENDENTS’ MEDICAL CARE 


The organization of my office includes a business office, a liaison and special 
activities office, and a special group for the physicians’ schedules of allowances 
and special reports. The administrative assistant also acts as an information 
officer and we have a legal counsel. We currently have 12 officers (3 of whom are 
physicians), and 35 civilian employees (4 of whom are in grades 11 and 12), 


TABLE No. 6.—ADVISORY AND LIAISON GROUPS 


Advisory Committee to the Secretary of Defense for Dependents’ Medical 
Care: Two meetings (May 17 and Nov. 1, 1957). 

American Medical Association Medicare Committee: Two meetings and fre 
quent contacts. 

American Hospital Association Medicare Committee: Two meetings and fre- 
quent contacts. 

Liaison Committee, representatives from Medical Services of Army, Navy, 
Air Force, and Public Health Service: Monthly meetings. 

Dental Advisory Committee to Office for Dependents Medical Care: Several 
meetings. 

Pharmacy consultant (American Pharmaceutical Association): Frequent 
contacts. 

ADVISORY AND LIAISON GROUPS 


Table No. 6 indicates the advisory and liaison groups with which we have 
worked : 

(a) The Advisory Committee to the Secretary of Defense for Dependents’ 
Medical Care is composed of 19 outstanding men in civilian medicine, hospital, 
and health-insurance positions. This committee has had two meetings, May 
17 and November 1, 1957. They have advised the Secretary as to proposed re 
visions and operating procedures in the program. 

(b) The American Medical Association has maintained its medicare com- 
mittee which assisted the task force in the preparation of the directive under 
which the program is operated and this committee has met with us on two oe- 
casions during the past year. 

(ec) The American Hospital Association has also maintained its medicare 
committee and we have had two formal meetings with this group during the 
first year of operation of the program. (Both the American Hospital Associa- 
tion and the American Medical Association have made available one individual 
in Washington for appropriate contact and there have been frequent discus- 
sions with them on various subjects. ) 

(d) Representatives from the medical services of the Army, Navy, Air Force, 
and Public Health Service are formed into a liaison committee which has had 
monthly formal meetings sincé the beginning of the program. The purpose of 
these meetings is discussion, resolution of problems, and coordination of pro- 
gram activity among the various services in order to assure a uniform and 
equitable application of policy. 

(e) The Secretary of Defense authorized a Dental Advisory Committee to the 
Office for Dependents’ Medical Care and this committee is in the process of mak- 
ing an exhaustive study of the dental situation in the services. The committee 
is composed of one dental officer from each of the four services, a representative 
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from each of the personnel services of the staffs of the Army, Navy, Air Force, 
and Public Health Service, 3 representatives from the American Dental Associa- 
tion, 1 from Blue Shield, and 1 from the insurance industry. This committee 
has had several meetings and expects to have its report finalized sometime this 
summer. The executive secretary of this committee is a Dental Corps officer in 
the Office for Dependents’ Medical Care. 

(f) Because of problems which have arisen in connection with furnishing 
maternity patients with necessary drugs, the Secretary of Defense asked the 
American Pharmaceutical Association to appoint a consultant to the Executive 
Director. There have been frequent contacts and several conferences. 


FISCAL ADMINISTRATORS 


The States are divided between Blue Cross and Mutual of Omaha insofar as 
fiseal administrators for the payment of hospitals is concerned. This division 
is unchanged from that prescribed by the Secretary of Defense before the pro- 
gram was placed in operation. Hawaii, Alaska and Puerto Rico were assigned 
to the Blue Cross by the Executive Director. Mutual of Omaha was selected as 
the company to participate in the program for the insurance industry after 
some 850 insurance companies were circulated as to interest. Only 2 companies 
were interested in all 17 States and 1 of these companies withdrew its interest 
before time for negotiation. 

The contractual relationships for payment of physicians are more complex. 
All contracts are of the cost-reimbursement type. In 30 States and the Terri- 
tory of Hawaii, there is a tripartite contract between the State medical asso- 
ciation and a local Blue Shield to administer the program in those areas. In 
12 States and in Puerto Rico, the State medical associations are administering 
the program and paying physicians’ claims. In two States, the State health 
plan has handled the entire program within those States. In two States, a com- 
mercial insurance company and the State medical association are handling the 
program under our contract. In Ohio and Rhode Island, we were unable to arrive 
at a contractual arrangement with the State medical association and a contract 
was made with a commercial insurance company to pay the claims in those States. 
In Alaska, the Territorial medical association and the Washington Blue Cross 
administer the physicians’ part of the program. 

The fiscal operation of the program. In the hospital area, the functions of 
Mutual of Omaha and the local Blue Cross plan are identical—to pay proper 
claims, deny improper claims and refer problems. Mutual of Omaha, as an 
entity without subcontractors, works directly with the Office for Dependents’ 
Medical Care. The local Blue Cross plan must work through the Blue Cross 
Association, which is our prime contractor. The Blue Cross Association then, 
for the local Blue Cross plans, audits the claims, reimburses the local plans, 
and refers the problems on to our office. In the physicians’ part of the program, 
the medical association, commercial insurance companies, or Blue Shield plan 
pay proper claims, deny improper claims and refer questionable claims to country 
or State medical association committees where they are returned for payment 
or sent to the Office for Dependents’ Medical Care as special reports for reso- 
lution. Our office adjudicates the problems, directs adjustments. audits claims 
and certifies claims for reimbursement to the Finance Officer, Walter Reed Army 
Medieal Center, who pays the contractor. Advance payments are made to both 
hospital contractors and all of the physicians’ contractors who so request. The 
Navy, Public Health Service and Air Force reimburse the Army for service ren- 
dered to their dependents through regular finance channels, 
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TABLE No. 7 


SPECIAL REPORTS PROCEDURE 


INDIVIDUAL OR AGENCY ... ACTION REQUIRED 


Physician ... Justifies claim for amounts greater than Schedule 


Fiscal Administrator 
Blue Shield ) 
Commercial Inswrance ) Audits, obtains additional information 
) 
\ 
j 


oe when required, forwards to appropriate 


Medical Association 
(State or County) Medicare Committee. 


| 


*County Medic Committee ... Determines coverability 
i } Determines reasonableness 
‘ Recommends compensation amount 


State Medicare Committee ... Checks report of County Committee 
(All Physicians) Recommends compensation amount 


Office for Dependents' Medical Care ... Checks information submitted 
Requests necessary additional 
information 
Makes final adjudication 
Authorizes payment 


tinistrator ... Authorized payment made 


*Some Statez do not have County Committees; however, State Committees 
accomplish these functions. 


SPECIAL REPORTS PROCEDURE 

Table No. 7 diagrammatically indicates the special report procedure. A physi- 
cian, if he has a complicated case or there are circumstances which would war 
rant an additional payment over and above that negotiated in the schedule of 
allowances for a State, may submit a claim for a higher amount and write a 
special report to justify that claim. This claim then goes to the local fiscal 
administrator where it is audited, additional information is obtained if neces- 
Sary, and it is forwarded to a country or State medicare committee which is 
composed of physicians and which determines the coverability of the procedure, 
the reasonableness of the fee and recommends the amount of compensation. This 
recommendation is forwarded to the Office for Dependents’ Medical Care where 
the information is checked and final adjudication is made. The authorized pay- 
ment is then made to the physician by his local fiscal administrator. There is a 
procedure available to anyone who desires to use it for review of any action 
of the Office for Dependents’ Medical Care in this regard but, as of the present, 
no one has submitted a case for such a review. The Army Audit Agency and 
General Accounting Office audit all of these various offices. 
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CONTROLS IN PROGRAM 


This serves to point out the many controls that exist in the program. The 
patient must have been satisfactorily identified by both the physician and the 
hospital. The physician’s charges are subject to review by one of the local 
committees of physicians. Hospital charges must have been in conformity with 
published public charges, Blue Cross formulas, or billings minus discounts. All 
are subject to further review in our office and by auditors of the Army and Gen- 
eral Accounting Office. 

Negotiations with State medical associations to establish reasonable maximum 
fees permit consideration to be given to the prevailing socioeconomic posture of 
the area. 

PUBLIC-RELATIONS ASPECTS 


The public-relations and informational aspects of the program have been ac 
tively pursued. Someone from my office has made a presentation at every na- 
tional, State, or county medical meeting to which we have been invited. 
Presentations have been made before such national meetings as the American 
Medical Association, the American Hospital Association, the American Public 
Health Association, the annual meeting of the Blue Cross, Blue Shield, the Asso- 
ciation of American Medical Clinics, the house of delegates of the American 
Pharmaceutical Association; before several of the specialty societies, anesthesi- 
ologists, urologists ; and at many State association meetings, Tennessee, Florida, 
Kentucky, West Virginia, Missouri, and Nebraska. Copies of the pamphlet 
designed to inform members of the uniformed services and their dependents 
have been distributed in mass quantities, as will the revised edition of this 
pamphlet which will be available shortly. The joint regulations relating to the 
program have, of course, been disseminated to all installations of the various 
services. A training film is being prepared which will present the program to 
new members of the uniformed services through information and edueation 
programs. 

LOCAL PROBLEMS 


Throughout the operation of the program, every effort has been made to under- 
stand local problems and to treat them sympathetically and intelligently. There 
is still the fear in the minds of many physicians that this program is a fore- 
runner to some form of State medicine. To such groups, assurances truthfully 
have been made that no such overtures in that direction have been observed. 
The program is presented as a plan of medical care for many people to whom 
the Federal Government has a traditional responsibility; and for whom this 
medical care cannot be furnished in Government facilities in any reasonable 
manner. 

FEATURES OF THE PLAN 


Salient features of the plan itself are as follows: 

(a) the right of the physician or hospital to decline acceptance of a 
medicare patient, 

(b) the fact that the type of medicine practiced under the program is 
under the control of local medical authorities, 

(c) the negotiation features of physicians’ schedules of allowances, and 

(d) the privilege of the patient of free choice between civilian and uni- 
formed services medical care, and further 

(e) between civilian physicians. 


COMPARISON OF COSTS IN CIVILIAN AND MILITARY HOSPITALS 


The free-choice principle has been discussed in every one of our advisory group 
meetings since last year. Special study groups have endeavored, unsuccessfully, 
to devise some method of comparing costs between uniformed services and 
civilian facilities because of the many differences in mission and operation. Un- 
doubtedly, a service hospital, which has the personnel and facilities, could accept 
and treat 10 or 20 more dependents per day with very little additional exp tse. 
The same might be said of any civilian hospital. No valid comparison of «osts 
of medical care in civilian and in military hospitals is known to exist. 
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MATERNITY CARE 


The largest reduction in care in the uniformed services facilities has been in the 
maternity field—19.7 percent, and likewise the majority of the business of the 
dependents’ medical care program has been in maternity—41.4 percent. 


TaBLeE No. 8 Number of deliveries for uniformed services dependents | in military 
and civilian hospitals, CONUS—January through August 1956 and 1957 


Percent 
January- decrease in 
August military 
1957 2 hospitals, 
1956-57 


Army... 38, 059 
Air Force. 

Navy 

Public Health Service 


Military hospitals 114, 129 
Civilian hospitals 


All hospitals aeuniece . 114, 129 160, 7 


1 Dependents cared for in military hespitals are all eligible dependents of both active-duty and retired 
personnel. Those cared for in civilian hospitals under medicare are the wives, children, and dependent 
husbands of active-duty personnel only. 

2 Deliveries in military hospitals include stillbirths of 20 weeks gestation or more. Deliveries in civilian 
hospitals include stillbirths of 28 weeks geststion or more. 

3 Based on inp2tient hespital billings paid by contractors and reimbursed by ODMC December 7, 1956, 
through December 31, 1957, fr care completed in January through August 1957. Data adjusted by month 
to account for the lag in the submission of claims utilizing previous knowledge and experience, Subject 
to further adjustment. 


NOTE. Overall percent increase in 1957 for all hospitals, 29, 


Table No. 8 shows that during the months January through August 1956, there 
were 114,129 deliveries in uniformed services hospitals in the United States, 
Alaska, Hawaii, and Puerto Rico; in the same months for 1957, there were 
82,805 births in these facilities. In civilian facilities, under the dependents’ 
medical care program during the same period of time (1957) there were 77,910 
deliveries. In other words, there had been a reduction in uniformed services 
facilities of 31,324 deliveries in the same period from 1956 to 1957. If the civil- 
ian program was responsible for all of this reduction, it had also taken care of 
46,586 additional deliveries. All other reduction in service hospitals amounted 
to 5.8 percent and there was a considerable reduction in troop strength. Ex- 
pectant mothers desire personal attention by one physician, they like privacy, 
they dislike long waiting periods, they like to discuss the type of anesthesia they 
will take, and they want a nice hospital. Many feel that they have a better 
chance of having all this in the civilian program. This is mentioned because 
restrictions of free choice would primarily affect maternity cases. Forty-three 
percent of those participating in the civilian program could not be restricted 
because Public Law 569 provides that any restrictions imposed would apply only 
to those dependents residing with their sponsors. There is no question that the 
free-choice principle has been one of the most prominent reasons for almost 
universal acceptance of the program by the medical profession. In considering 
the practical administration of restrictions of free choice many undesirable 
factors have been discussed. For example, if the service hospital can accept 10 
dependents and there are 20 who desire medical care under the civilian program, 
how is a decision to be made and what would be the morale implications in such 
determinations? Also, the administrative expense of issuing a separate author- 
ization to every dependent desiring medical care from a civilian source would 
be considerable, not to mention the personal cost and inconvenience to the 
patient. It is my sincere belief that uniformed services facilities and physicians 
can effectively compete with civilian facilities and physicians and, if it is at all 
possible to avoid doing so, it is my opinion that restrictions of the principle of 
free choice should not be imposed without most careful study. 
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INDEMNITY-TYPE PROGRAM 


Some of the State medical societies still sincerely feel that the program should 
be of indemnity type. They do not believe in fee-for-service plans. A great 
many more States, however, feel that it would be improper for medicare to be 
operated as an indemnity program. This matter has been discussed in detail 
py the Advisory Committee to the Secretary of Defense and a large majority 
of the members voted for continuation of the program as it is now operating. 
The American Medical Association passed a resolution at its last annual meet- 
ing to the effect that the program should be modified to provide indemnity-type 
coverage for those States which desire it and Georgia has recently submitted a 
plan which will be presented to the Advisory Committee to the Secretary of 
Defense at its next meeting. The hearings on the bill before Public Law 569 
have been studied most carefully and this matter of an indemnity plan has been 
discussed with staff members of the Armed Services Committee of the House 
of Representatives. The incorporation of varying plans would seem to be 
opposed to the intent of the act to provide a uniform program of medical care 
which otherwise would constitute an inequitable application of dependent liabil- 
ity simply because of the geographical location of the dependent. 


QUESTIONS ON SCHEDULES AND ALLOWANCES 


During the first year of operation of the program there have been many ques- 
tions raised in the area of the negotiated schedules of allowances. Just a few 
will indicate the types of questions: 

(a) Can an attending physician charge a consultant’s fee for his own 
pase? 

(b) What is paid to a surgeon who does not render postoperative care? 

(c) Why was I turned down for my surgery on a disfigured nose? 

We kept a careful account of these questions, resolving them as they arose, 
and incorporated information in a revised medicare manual and schedule of 
allowances. This is now being used as a negotiating document and, after it 
is fully in effect, many of the problems should be eliminated. I have a copy for 
the committee’s library if you would desire to have it. 


FISCAL 1569 BUDGET REQUEST 


The medical activities budget for fiscal year 1959 provides for a total gross 
requirement of $71,906,000 for the care of eligible dependents of all uniformed 
services in civilian institutions in the continental United States, Alaska, Hawaii, 
and Puerto Rico. Of this $71,906,000 the amount of $18,582,000 represents direct 
obligational requirements to provide for eligible dependents of Army military 
personnel and the remaining $53,374,000 represents reimbursements from the 
Departments of the Air Force, Navy, and the United States Public Health Sery- 
ice for the care of eligible dependents of the uniformed forces of these services. 


COST OF PROGRAM 


During the period December 7, 1956, through June 30, 1957, contractors paid 
$23,213,080 on 124,276 claims submitted by hospitals and 149,175 claims submit- 
ted by physicians at an administrative cost of $822,500. While these amounts 
are substantial, they do not reflect the extent to which medical care was actually 
received by dependents. Based upon data available at the inception of the pro- 
gram, it was estimated that during the period December 7, 1956, through June 
30, 1957, dependents would receive medical care under the program amounting 
to approximately $40 million. If this estimate is accurate, claims amounting to 
about $16,800,000 were yet to be paid on June 30, 1957, and as they are received 
they will be paid from the current year’s appropriation. 


DELAY IN PAYMENT OF CLAIMS 


The difference outstanding is attributable, in part to the normal time required 
for a physician or hospital to submit a claim following the furnishing of author- 
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ized care, its payment by the contractor, and the contractors subsequent rejm. 
bursement by the Office for Dependents’ Medical Care. In part, it is also at. 
tributable to the fact that claims are not always submitted promptly by a 
physician or hospital. 

The Office for Dependents’ Medical Care is still receiving a number of claims 
for care that was completed in December 1956. It is estimated that claims 
covering care furnished through June 30, 1957, will continue to be received over 
an 18-month period—through December 1958. Until all such claims are re 
ceived, it will not be possible to evaluate accurately the extent of medical care 
provided under the program or to determine the validity of the initial estimate 
of $40 million. 














PAYMENTS MADE 








During the period July 1, 1957, through January 24, 1958, the Office for 
Dependents’ Medical Care has reimbursed contractors for their payment since 
July 1, 1957, of $20,204,219 on 269,526 claims submitted by physicians and for 
their payment of $18,039,523 on 164,322 claims submitted by hospitals. During 
the same period, payments were made to contractors for administrative costs 
incurred in the amount of $882,647. 


























ESTIMATE OF FISCAL YEAR 1958 COSTS 





For the 12-month period, July 1, 1957, through June 30, 1958, it is estimated 
that eligible dependents will receive medical care under the program amounting 
to about $73 million. Here again, for the reasons previously mentioned, the 
validity of this estimate will not be known until approximately December 1959, 

I would like to mention at this time that these estimates are statistical pro- 
jections based on very limited experience. Variations in the number of de 
pendents, their geographical distribution, their state of health, and their election 
to use civilian facilities all affect the extent of the program. As experience 
is gained over a period of 2 to 3 years, more accurate estimates will be possible. 

Based upon the lag in the payment of claims previously mentioned and upon 
experience to date, it is estimated at this time that payments to contractors 
from fiscal year 1958 funds may approximate $86 million. Constant surveillance 
is being maintained on the financial aspects of the program so that timely 
adjustments can be effected as required. 

The fund requirement for fiscal year 1959, or $71,906,000, has been statistically 
developed consistent with experience to date, with recognition of the previously 
mentioned limitations, and with further recognition of the planned troop program, 


SUMMARY 





In summary, may I again focus attention on the avowed objectives of the 
program as specified in the congressional hearings on the act, to create and 
maintain high morale throughout the uniformed services, to provide career 
incentives, to reduce overloaded military medical facilities, and to provide an 
improved and uniform program of medical care to all dependents. <A proper 
perspective on the accomplishment of these objectives might be attained in the 
following résumé. 

As has been pointed out, studies show that there has been a 35.2 percent in- 
crease in the average daily patient load of service dependents in all hospitals, 
military and civilian, in a comparison of the first 8 months of 1957 with the 
corresponding period of 1956. This would indicate that uniformed service 
dependents who heretofore had not been receiving necessary care from military 
facilities, obviously were taking advantage of the expanded program allowing 
care and treatment from civilian medical sources. This same study reveals 
that the average daily patient load of dependents in uniformed service hospitals 
decreased 11.6 percent, the primary reason for the decline being attributed to 
a drop in obstetrical and maternity patients. 

It is most interesting to note that the estimates projected during the congres- 
sional hearings indicated that approximately 60 percent of service dependents 
were receiving medical care from military facilities, while necessary care was 
not available to the remaining 40 percent. Various reasons were given in sup 
port of the inadequacy of this situation such as distance, unavailability of certain 
care from military installations and inadequate or overcrowded service facilities. 
In a remarkable affirmation of these percentages, and in large part for exactly 
the same reasons, recent studies show that under the program 42.7 percent of 
dependent care was provided in civilian hospitals while military facilities fur- 


















SS SS OS OO 


689 


nished 57.3 percent. Questionnaire results (referred to previously) from par- 
ticipants who received civilian care displayed the fact that over 71 percent of 
such dependents voluntarily gave precisely the same reasons for choosing civilian 
facilities as were presented at the congressional hearings. 

There seems little reason to doubt that the continued success of the program 
depends esse ntially on the participation of the Nation’s physicians and hospitals. 
Of even greater importance is the acceptance of the program by the members of 
our Armed Forces who have indicated overwhelming satisfaction with the medical 
eare received. On the basis of the foregoing, we believe that the program is 
functioning effectively and successfully in the attainment of its objectives and 
recognized responsibilities to the members and dependents of our uniformed 
services. 

It is my opinion that the program will change somewhat in the next year. The 
number of maternity cases will undoubtedly increase because young women 
desire to have a private physician and semiprivate hospital care. The number 
of tonsillectomies should decrease because there were large waiting lists in 
service facilities at the beginning of the program. The number of expensive 
operations (particularly open heart surgery) will probably increase because this 
field is now emerging from research to medical practice and the fear of such 
surgery is decreasing. There should be no great change in gynecological surgery, 
abdominal surgery, or medical conditions. 

Mr. Sueprarp. General Robinson, I shall ask you if you will give us 
a summary of your statement, pointing out what you consider to be 
the pertinent points. 


General Roprnson. I shall be very glad to do so, Mr. Chairman. 
DESIRE TO CONFORM WITH OBJECTIVES OF CONGRESS 


I should like to say at the outset that great emphasis has been placed 
in the operation of the program to make it conform to the desire of 
the Congress. Hearings on the bill have been frequently studied 
throughout the years of operation of the program, and the Armed 
Services Committee of the House of Representatives has been con- 
sulted on several occasions. An interim report to Congress was pre- 
pared and transmitted to the Armed Services Committees of the House 
and Senate on August 14,1957. The first annual report, as required 
by the law, is now being prepared and should be ready for submission 
by June. 

FLEXIBLE ADMINISTRATION 


Realizmg the socioeconomic potentials of the program, every effort 
has been made to administer it in a flexible manner so it could conform 
to the medical practice in each community. It is our belief that the 
objectives of the Congress have been attained and that the program 
can now be said to be workable and successful. 

I think, Mr. Chairman, if at this point we could turn to the charts 
in the back, I can follow through very quickly on the program. 


AVERAGE DAILY PATIENT LOAD 


The first chart shows the average daily patient load of dependents 
in uniformed services hospitals and civilian hospitals. 

In the hospitals of the Army, the Air Force, the Navy, and the 
Public Health Service, between January and August of 1956 the 
average daily patient load was 6,876. In the same period for 1957, the 
average daily patient load in these hospitals was 6,075. In the civilian 
program there were 4,531. In other words, between the two _—— 
there had been an increase in the dependents cared for by 35.2 percent. 
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This corresponds, we think, very well to the estimates which were 
made in the hearings before the Congress, and indicates rather 
clearly that a number of our people were not in locations where they 
could avail themselves of dependents’ medical care in our own fa- 
cilities. 

You will note also that as far as the uniformed services hospitals 
are concerned, the reduction was only approximately 11 percent. 


QUESTIONNAIRES TO PARTICIPANTS 


Turning to the second chart, this is the result of some 750 ques- 
tionnaires which have been mailed to the sponsors of the participants 
in the program. We asked them specifically in this questionnaire; 
“Why did you choose a civilian facility?” 48.6 percent said that they 
reside too far from a military facility to use it. 14.9 percent said the 
type of care required was not available at a military facility. 13.8 
percent stated that they preferred civilian facilities for diverse rea- 
sons, Many reasons. 

Mr. Srxes. General Robinson, are you going to comment on the 
breakdown of these percentage groups? For instance, what might be 
included in the type of care required not available at a military 
facility ? 

General Rosrnson. It could include anything, Mr. Sikes. It could 
include a brain operation or it could include a chest operation or it 
could include a heart operation. It could include the fact that the 
military facilities just were not able to perform a tonsillectomy until 
such time as it could be scheduled and done at a later time. It could 
include anything in that category. 

Twelve and eight-tenths percent said the military facility was in- 
adequate or overcrowded. Seven percent preferred the services of a 
particular civilian physician or hospital. These, of course, are by and 
large the young mothers going home to have their babies with their 
family doctor. Five percent said that they had emergency care and 
could not readily reach a military facility. Two and nine-tenths per- 
cent said that the civilian facility was just more convenient. 

We think those reasons are substantial. The 43.6 percent, the 14.9 
percent, and the 12.8 percent taken together mean that almost 71 per- 
cent feel that they could not in any reasonable manner have obtained 
care ina military facility. 

We asked for general comment, and the response is shown in the 
second pie chart to the right. Twenty-five percent, you notice, made 
gratuitous comments concerning the program, such statements as: 
“We are highly pleased in every respect.” “Medicare is an outstand- 
ing asset to the active duty personnel.” “Highly satisfactory pro- 
gram. The nonexistence of red tape was especially noted.” “TI think 
it should be noted that the Medicare bill was a large factor in my 
changing from United States Navy Reserve to the United States Navy, 
and thank you.” 

With regard to the 15 percent who requested additional benefits, 
7.6 percent were for dental care which Public Law 569 eliminated, 
and others were for outpatient care, pediatric care, and care of that 
sort. 

The unfavorable comments in the 5 percent were almost entirely 
limited to the fact that the dependents themselves must pay something 
for their care under the program. 
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COSTS OF PROGRAM 


Let us turn to chart 3. This is a month-by-month chart showing 
the care as it had been rendered. This chart was prepared in January 
1958. The lower eo of each bar represents the physician’s charges. 
The upper part of the bar represents the om, va charges. You will 
notice that the program had a rather rapid buildup. It started Decem- 
ber 7, 1956, and in March it ran over $5 million. 

We are still receiving bills each month for all of these months. We 
change the bars to represent the right amount for the service completed 
ineach one of these months. 

I think it is rather evident that the program is going to run between 
$6 million and $7 million. 


PAYMENTS TO HOSPITALS AND DOCTORS 


The question often arises whether or not our payments are reason- 
able. Hospitals are paid either their billing rates or Blue Cross rates, 
depending upon the arrangements made between fiscal administrators 
for hospital payments and individual hospitals. The basic concept 
of the program is that physicians are to receive their usual charges or 
the amount negotiated with each State medical association for each 
item, whichever is the lower. 

Our payments to hospitals compare favorably with those pub- 
lished each year by the American Hospital Association in its period- 
ical, Hospitals. Payments to physicians compare favorably with an 
actuarial study made by the health insurance industry which is as 
yet unpublished but which has been available to us. 

In Family Medical Care Costs and Voluntary Health Insurance: 
A Nationwide Survey, by Odin W. Anderson and Jacob J. Feldman, 
published in 1956, there are tables which would indicate that the 
mean gross charge per family for hospital service was $158, and that 
for physicians’ services was $105. Calculated from the basic data 
upon which the chart which I have just presented was based and 
including the amount the patient paid, the ratio of hospital costs to 
physicians’ cost would be approximately $126 fer hospitals and $106 
for physicians. 

In view of the fact that the dependents’ medical care program is 
primarily a surgical program for younger people, whereas the family 
costs totaled above include all medical costs for all ages, the ratio 
of physicians’ costs to hospital costs would appear to be well in line 
with that in civilian life. 


AGE AND SEX DISTRIBUTION OF PATIENTS 


The next chart shows the age and sex distribution of the patients. 
You will note this is a program for young women; almost 60 percent 
of the patients under this program, from a study of 21,000 cases, have 

n young women between 14 and 29. That of course accounts for 
the fact that there are so many maternity cases. 


CHARGES PAID FOR SPECIFIC SERVICES 


The next chart gives an indication of the charges that we have paid. 
This includes the physician and hospital charges for these various 





conditions. We have calculated from a rather large study in 14 
States the normal deliveries to cost approximately $288. This is all 
physicians’ charges and all hospital charges. An appendectomy, 
$335. A hernia repair, $285. 

This chart also leads us to believe that the charges we are receiy- 
ing correspond rather favorably with those in civilian life. 


ADMINISTRATION OF PROGRAM 


The next chart was put in the report to show how the program is 
administered. It shows the delegation of authority from the Con- 
gress to the Secretary of the Army as executive agent, Deputy Chief 
of Staff for Logistics as program director, the Surgeon General as 
deputy program director, and my title, of course, is Executive 
Director. 

We have an office divided into 3 divisions, namely: Operations and 
Management; Liaison and Special Activities; and Allowances and 
Special Reports. 

We have several advisory and liaison groups with whom we work. 
The Secretary of Defense has an advisory committee which has had 
2 meetings since the program was started, 1 meeting before. The 
American Medica] Association and the American Hospital Associa- 
tion have maintained their own committees and we have had two 
formal meetings with them and frequent daily contact. 

We have a liaison committee of representatives from the medical 
services of the Army, Navy, Air Force, and Public Health Service 
which has scheduled monthly meetings, of which minutes are kept 
and at which we try to iron out all the problems which affect the 
services and the program. 

A dental advisory committee has been appointed to study the dental 
problem. They have had several meetings and should have a report 
sometime in July or August. 

We also have a pharmacy consultant because of the problems in- 
herent in furnishing drugs to render full maternity care as provided 
by the law, although drugs themselves are not specifically stated in 
the law. 

FISCAL ADMINISTRATORS 


The next chart indicates how the States are divided between Blue 
Cross and the insurance industry. This map was given to us by the 
Secretary of Defense, and it is unchanged from that time. Hawaii, 
Alaska, and Puerto Rico were all allotted to the Blue Cross area by 
the Executive Director. Contracts have been made with Blue Cross 
for the shaded areas, and with Mutual of Omaha for the white area. 

I think it might be well to state that in selecting the insurance 
company to participate in the unshaded area, 850 insurance companies 
were circulated and only 2 were interested in the entire 17 States 
covered thereby. One of these dropped out, and that left us with 
Mutual of Omaha, which has participated in the program since its 
inauguration and has represented the insurance industry very well. 

The next chart is a map showing the arrangement we have made 
as far as fiscal administrators for the physicians’ payments. You 
will note that in the great majority of the States, those in white, we 
have a tripartite contract with the medical association and one of the 
State Blue Shields as selected by the medical association and approved 
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by us. Then in a rather large number of States the medical associa 
tions themselves pay the doctors within the States. That is shown 
by the slant-hatched areas. 

“In Washington and Oregon, we have only a two-party contract 
with the health plan of those States, the medical associations not 
entering into the administration of the program. In Louisiana and 
Alabama, we have tripartite contracts with a commercial insurance 
company and the medical societies of those States. In Ohio and 
Rhode Island, neither of the States would enter into contractual ar- 
rangements with the Government for reasons of their own, mainly 
because they do not agree with a full-service concept program, which 
this is, but like indemnity programs better. So we employed an in- 
surance company to pay the bills in those States. The program has 
been going very well and our relationships with the physicians in Ohio 
and Rhode Island have been good, 


FISCAL OPERATION OF PROGRAM 


The fiscal operation of the program is depicted on the next chart. 
The patient ordinarily goes to the physician, and he places her in a 
hospital of which he is a staff member. The hospital submits its claim 
to either Blue Cross or Mutual of Omaha, and this is the local Blue 
Cross plan. Our contract is with the Blue Cross Association. There- 
fore, the local Blue Cross plan, which pays the hospital, submits its 
bill through the Blue Cross Association to our office. 

Mutual of Omaha, as you will note depicted on the chart, comes 
direct to our office. Fiscal administrators for physicians’ claims come 
direct to our office from all the States and the Territories concerned. 


CONTROLS ON PROGRAM 


All of the agencies concerned in this procedure are audited by the 
Army Audit Agency and the General Accounting Office. This points 
out rather well the many controls on the program. The patient must 
be identified by both the physician and the hospital. The fiscal ad- 
ministrators who are paying bills in this program are also paying 
bills of a similar nature in their own programs. Consequently, they 
have certain controls set up therein. For that reason we feel that our 
number of suspected fraud cases have been minimal during the op- 
eration of the program. 


ADDITION AL CHARGES FOR ADDITIONAL SERVICES 


There is a provision in the program that a doctor may charge the 
Government additionally if he renders additional service. However, 
he must justify it. The next chart shows the special reports pro- 
cedure, as we term it. In other words, the physician on his form or 
by letter justifies the claim for a greater amount than is included in 
the negotiated schedule. I believe it is not necessary to go into this, 
but merely to emphasize that the county and State medicare commit- 
tees which are appointed enter into this and give us a recommenda- 
tion as to whether or not these additional charges are recommended. 

Mr. Miter. Mr. Chairman, might I ask a clarifying question right 
there. 

Mr. Suerrarp. Yes, if you wish. 
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Mr. Miuier. You say exceptional. Who would decide whether a 
doctor’s services were entitled to extrac ompensation 

General Ropryson. This is the procedure it goes through. 

Mr. Mitierr. I mean who has the say about it? 

General Roprnson. My office has had the final ss Ly, sir, on all prob- 
lems of this kind. There is an appeal procedure, but it has not as 
yet been used by anyone. 

Mr. Miuer. Could you give us an illustration of the kind of thing 
where you allow a doctor extra money. 

General Roprnson. Yes. For ex: ample . we have had a number of 
brain and heart opérations, sir, which ts ake 6 or 8 hours. 

Mr. Miter. Highly speci ialized. 

General Rorrnson. Highly specialized work, sir; yes. 

Mr. Mitrer. That is all. Thank you. 

Mr. Suepparp. Have you completed your statement ? 

General Rorrnson. I would like to go just a bit more, if I may. 

Mr. Suerparp. All right. 


OPERATION OF PROGRAM 


General Roptnson. The next chart depicts the plan under which the 
program for dependents of the seven uniformed services is working, 
If the dependent chooses to select this, she may have her care at civil- 
ian hospit: als = by civilian physicians, but she must pay a stipulated 
portion of the charge. She can choose her civilian physician, and this 
civilian physician may accept the patient or not, as he desires, under 
the program. He operates under standards established by civilian 


medical authorities and under practices determined by civilian medi- 
eal authorities. The amounts that he receives are those negotiated 
between the State medical association and our office for dependents 
care. 

For hospitals it is much the same. The hospital may also refuse 
to accept the patient under the program if they object to it. T have 
already outlined how the billings are accomplished. 


TYPES OF CASES 


41.4 percent of all of our program has been for maternity cases, 22.2 
percent for tonsillectomies, 9.5 percent for gynecological conditions, 
6.9 percent for respiratory diseases. Appendic itis, hernia, gastroen- 
teritis, gall bladder, hemorrhoids—each of these run less than 2 per- 
cent. 

This is from a study of eight States, and we feel it is rather repre- 
sentative of the program. 


MATERNITY CARE 


As far as maternity care is concerned, between January and August 
of 1956, referring to the next chart, page 15, the uniformed services 
had 114,129 cases in 1956. In 1957 ’they had 82 805 deliveries. For 
deliveries, therefore, there was a decrease of 27.4 percent in military 
hospitals for this period. In civilian hospitals there were 77,910 de- 
liveries. And for both programs, in-service and civilian, 160,000 de- 
liveries. In other words, there was an overall increase for all hospi- 
tals of 29 percent. 
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PERCENTAGE OF USERS BY SERVICE 


The next chart shows that nearly 40 percent of the program has 
been for Air Force dependents, 31 percent for Navy dependents, 28 

recent for Army dependents, and about 2 percent for Public Health 
asics dependents. ‘The Public Health Service includes Coast Guard 
and Coast and Geodetic Survey. 

Two samples have been run based on a study of 86,000 cases. 
Forty-three percent of the patients who have participated in the pro- 
gram have been living away from their sponsor, presumably for some 
reason of the exigencies of the military service. 

Our budget has been presented otherwise. However, on page 17 
is a brief of the budget which already has been submitted and con- 
sidered by the committee. 

SUMMARY 


In summary, I would like to say that the avowed objectives of the 
program as specified in the congressional hearings on the act are to 
create and maintain high morale throughout the uniformed services, 
to provide career incentives, to reduce overworked military facilities, 
and to provide an improved and uniform program of medical care 
todependents. A proper perspective of the accomplishments of these 
objectives might be attained herein. 

As has been pointed out, studies show that there has been a 35.2 
percent increase in the average daily patient load of service dependents 
mall hospitals, in a comparison of the first 8 months of 1957 and 1956. 
This would indicate that uniformed service dependents who hereto- 
fore had not been receiving necessary care from military facilities 
obviously were taking advantage of the expanded program allowing 
care and treatment from civilian medical sources. 

The same study reveals that the average daily patient load of 
dependents in uniformed services hospitals has decreased 11.6 per- 
cent, the primary reason for the decline being attributed to a drop 
in obstetrical and maternity cases. 

There seems to be little doubt that the continued success of the 
program depends essentially on the participation of the Nation’s 
physicians and hospitals. Of even greater importance is the accept- 
ance of the program by the members of the Armed Forces who have 
indicated overwhelming satisfaction with the medical care received. 

On the basis of the foregoing, we believe that the program is 
functioning effectively and successfully in the attainment of its ob- 
jectives and recognized responsibilities to the members and dependents 
of our uniformed services. 

That completes my statement. 


HEARING 





PROCEDURE 


Mr. Suerrarp. Thank you, General. Of course, you understand 
We cannot insert in the record maps and graphs, so I shall ask you 
at this time, em to translate the data which are reflected in the 
graphs and which cannot be reprinted in the record. When the record 
comes down to you, revise it so we can have an understandable pres- 
entation in the the record. Would you do that, please? 

General Rosrnson. Yes. 
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Mr. Suerrarp. Information which has been supplied by the staff 
after making its inquiries has resulted in a number of questions, | 
would like to request the courtesy of my colleagues that I be permitted 
to complete the interrogation I have before me since it is a rec ap of 
the total operation, and then, of course, any additional questions wil] 
be permissible. If you will grant the Chair that courtesy, he would 
appreciate it very much. 

In answering these questions you may refer them to the people you 
determine should answer them. 


ADVISORY COMMITTER 


What advisory committees are utilized by the Executive Director 
in the administration of the medical care program ¢ 

Dr. Berry. I believe you stated that. Can you state it again, 
General ¢ 

General Rorryson. I have outlined those on page 8. The advisory 
committee to the Secretary of Defense, the American Medical Assgo- 
ciation, and American Hospit: al Association committees, the liaison 
committee with representatives of the medical services of the Army, 
Navy, Air Force, and Public Health Service, and a dental advisory 
committee and a pharmacy consultant. 


RELATIONSHIP BETWEEN BLUE CROSS AND AMERICAN HOSPITAL 
ASSOCIATION 


Mr. Sueprrparp. What is the relationship between the Blue Cross 
and the American Hospital Association, please 4 

General Rosrnson. The Blue Cross Association is our prime con- 
tractor. 

Mr. Suerrarp. What is the relationship between the Blue Cross 
and the American Hospital Association? Your answer was not 
responsive. 

General Roprnson. I am not sure that I know, sir. 

Dr. Berry. Sir, I cannot give you the present status. As of last 
year the American Hospital Association was an overall group, with 
the Blue Cross a subsidiary part of it or a affiliated. They were 
going to make a change in that relationship. I do not know whether 
it has been actually made yet or not. 

Mr. Suepparp. Will you determine what the relationship is and 
supply the answer for the record when it comes down to you, if pos- 
sible, sir? 

Dr. Berry. Yes, sir. 

(The information requested follows :) 

AMERICAN HOSPITAL ASSOCIATION, 
WASHINGTON SERVICE BUREAU, 
Washington, D. C., April 28, 1958. 
Dr. FRANK B. Berry, 
Assistant Secretary of Defense (Health and Medical), 
Washington, D. C. 


Dear Dr. Berry: Mr. Williamson has asked me to reply to your letter of 
April 24. You inquire what official relationship there is between the Blue Cross 
Association and individual Blue Cross plans to the American Hospital Asso 
ciation. 

There is no official relationship between the Blue Cross Association and the 
American Hospital Association. 
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Individual Blue Cross plans are institutional members of the American Hos- 
pital Association. In order to be permitted to use the name “Blue Cross,” the 
seal of this association, and the words “Approved by the American Hospital 
Association,” plans are required to be approved by the board of trustees of the 
American Hospital Association as meeting approval standards prescribed by 
the board and approved by the house of delegates. A copy of the approval 
standards is enclosed. The Blue Cross Commission of the American Hospital 
Association is a division of this association and serves as the national coordi- 
nating agency for the Blue Cross plans. 

I believe that the foregoing answers your inquiry. If there is further infor- 
mation that you desire please let us know. 

Sincerely yours, 
ALANSON W, WILLcox, Generul Counsel. 


APPROVAL PROGRAM OF THE AMERICAN HOSPITAL ASSOCIATION FOR HosprTaAL SERVICE 
PLANS 


American Hospital Association, Chicago, Il. 


This is the official approval program for hospital service plans as 
adopted by the house of delegates of the American Hospital Asso- 
ciation on September 17, 1950. In its present form it contains 
changes made by the 1953, 1955, and 1957 house of delegates and su- 
persedes all previously published statements. 


GENERAL PRINCIPLES 


1. Approval and use of the seal of the American Hospital Association and the 
words, “Appreved by the American Hospital Association,” will be determined 
by a hospital service plan’s adherence to the standards set forth in the follow- 
ing section 

2. The interest and responsibility of contracting hospitals * make it desirable 
that in addition to representatives of the general public a substantial number of 
the plan’s governing board be representatives of such hospitals. It is also de- 
sirable that the medical profession be represented on the plan’s board. 

3. All hospitals in each enrollment area that are qualified and equipped to pro- 
vide the services in the plan’s subscriber certificate should have an opportunity 
to contract to provide these benefits. At least a majority of these hospitals 
should so contract. Equitable arrangements should be made for provision of 
benefits in noncontracting hospitals. 

4. No plan should be given original approval whose territory does not comprise 
sufficient area and population to provide adequate spread of risk and efficient 
and economical management, with an adequate number of hospitals to assure 
service to subscribers. 

5. Plans should arrange for service benefits to members, rather than provide 
eash allowances for the purchase of hospital care. 


STANDARDS 


1, Composition of the governing board: At least one-third of the members of 
a plan’s governing board shall be representatives of the contracting hospitals,* 
and at least one-third shall be representatives of the general public. 

2. Nonprofit sponsorship and control: Trustees or board members of a plan 
shall receive no remuneration for such service, nor shall any part of the net 
earnings of a plan inure to the benefit of any individual. 

No plan shall accept working capital advanced on a basis which will place 
the contributors in a position to influence or direct its management because of 
that financial support. Working capital advanced shall be repayable out of 
earned income only, over and above operating expenses, payments to contracting 
hospitals, and legal reserves 

3. Extent of benefits: A plan shall cover on behalf of all member patients who 
are enrolled under its most widely held certificate, or under all certificates in 
force, an average of not less than 75 percent of the total amount billed for usual 
and customary hospital services rendered to inpatients during the full coverage 
period, such percentage to be computed from bills of all member patients who 
“eupy either semiprivate or ward accommodations in contracting hospitals.* 
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See footnote on p. 698. 
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What constitutes usual and customary hospital services shall be determined in 
accordance with local usage and custom in the area in which the plan operates 
and, in general, shall include all items on the hospital bill, excepting fees of gt. 
tending physicians, charges for private-duty nurses and charges for convenienge 
items not directly related to hospital care. 

4. Financial responsibility: A plan shall maintain reserves adequate to protect 
hospital and subscribers’ interests. 

Adequate liability for (@) admissions reported but not yet paid, and (b) up. 
reported admissions, shall be provided for and shall be shown in a plan’s operat- 
ing statement. 

A plan shall maintain an adequate reserve for contingencies over and above all 
liabilities. A plan’s reserves, exclusive of liability items including (a) and (b) 
above, shall be sufficient at least to meet hospital and operating expenses for 
a period of 3 months. 

A plan which does net meet this requirement, or which has not added at least 
3 percent of gross income to its contingency reserves during the preceding 12. 
month period, exclusive of liability items including (a) and (b) above, shall 
produce evidence satisfactory to the Blue Cross Commission and the board of 
trustees of the American Hospital Association that its financial policies are 
sound. 

5. Responsibility for benefits to subscribers: A plan shall maintain written 
contractual agreements with a majority of the hospitals qualified and equipped 
to provide the services in the plan’s subscribers certificates containing a majority 
of the bed capacity in its enrollment area, obligating the hospitals to furnish 
benefits to all subscribers enrolled at any given time. Such agreement shall 
provide for termination on not less than 90 days’ notice. 

Plan-hospital contracts shall provide for payment by the plan for hospital 
care rendered its subscribers by such contracting hospital* in accordance with 
the contract, with no liability on the patient for benefits covered by his certifi- 
cate. 

6. Accounting and statistical records: A plan shall maintain such accounting 
and statistical records as may be reasonably required by the Blue Cross Con- 
mission, and shall submit such reports on the form and in the manner go 
prescribed. 

7. Promotion and administration: No employee of a plan shall be paid princi- 
pally by commission or on a production fee basis. An independent sales agency 
shall not be given responsibility for promotion or administration. 

8. Interplan coordination: A plan shall participate in all national programs 
in which at least three-fourths of the plans representing also at least three 
fourths of the weighted vote of all plans, as provided for in the administrative 
regulations, are participating, such as those relating to the trannsfer of men- 
bers, the hospitalization of members in areas served by another plan, and uni- 
form enrollment and billing procedures for employees of national firms. A plan 
which does not meet this requirement shall provide evidence satisfactory to the 
Blue Cross Commission and the board of trustees of the American Hospital As- 
sociation that its participation in such national program would materially and 
inequitably affect its operation. Degree of participation in the application of 
this standard shall be determined separately for plans in Canada and in the 
United States. 

9. License agreement: The plan shall be a licensee in good standing under an 
agreement with the American Hospital Association authorizing the plan to 
use the Blue Cross symbol and the words “Blue Cross.” 

10. It is expressly understood that, if any plan shall be unable to conform to 
any of the foregoing standards because of conflict with any law or governmental 
regulation binding on such plan, such standard shall not apply to such plan to 
the extent that such law or regulation shall prevent compliance therewith. 





*Notr.—Wherever the words “contracting hospital” are used, it is the understanding 
of the board of trustees that a hospital guaranteeing service is meant. 
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11. Failure to neet approval standards: If a plan fails to meet the provisions 
of one or more of the standards set forth under paragraphs 1-9, the Blue Cross 
Commission may recommend to the board of trustees of the American Hospital 
Association that such plan’s right to employ the seal of the American Hospital 
Association and to use the words “Approved by the American Hospital Associa- 
tion” in identifying itself be withdrawn. 

October 1957. 


RELATIONSHIP BETWEEN BLUE SHIELD AND AMA 


Mr. Suerrarv. What is the relationship between the Blue Shield 
and the American Medical Association? It is a duplicate question but 
] want an answer because of the different operation there. 

Dr. Berry. There is no direct relationship. 

Mr. Suerparp. None whatever? 

Dr. Berry. No, sir. It is the organization approved by the Ameri- 
can Medical Association, but it is not an integral part thereof. 

Mr. Suerparp. If they were not approved by the American Medical 
Association, would they be in existence and, if so, to what degree? 

Dr. Berry. I cannot answer that. 

Mr. Sueprarp. You cannot answer that? 

Dr. Berry. I cannot answer that. I think it would be in a much 
less degree. I will say that right away. A much less degree. 


DESIGNATION OF FISCAL ADMINISTRATORS FOR STATES 


Mr. Sueprarp. With respect to the administration of the hospital 
phase of the DMCA program, the Office of the Secretary of Defense 
designated 31 specific States and the District of Columbia for Blue 
Cross jurisdiction and 17 specific States for the jurisdiction of insur- 
ance companies. What was the basis for determining which States 
would be allocated to each of the aforesaid firms ? 

Dr. Berry. That operation was carried out by the original task 
force headed by Captain Noel of the Navy, who worked first with 
the American Medical Association itself and then with the various 
States, the Blue Cross, and the insurance companies. He tried to 
work out as equitable an arrangement as possible, basing his first 
estimate on those in which there was a majority of insurance cover- 
age and those in which there was a majority of Blue Cross, and then 
the task force tried to group the States so as to make it as equitable 
as possible. 

Naturally, there was considerable objection on the part of Blue 
Cross. When they saw the need of insurance organizations partici- 
pating, they accepted quite willingly. 





(A tabulation on apportionment of States follows:) 


APPORTIONMENT OF STATES, BLUE Cross AND INURANCE COMPANIES, SEPTEMBER 
19, 1956 


Blue Cross: Insurance companies : 
Maine South Carolina 
New Hampshire Georgia 
Vermont Florida 
Massachusetts Indiana 
Rhode Island Illinois 
Connecticut Wisconsin 
New York Minnesota 
New Jersey Iowa 
Pennsylvania Missouri 
Maryland Arkansas 
Delaware Louisiana 
Virginia Texas 
District of Columbia Oklahoma 
West Virginia Kansas 
North Carolina Nebraska 
Alabama South Dakota 
Mississippi North Dakota 
Tennessee 
Kentucky 

hio 
Michigan 
Montana 
Wyoming 
Colorado 
New Mexico 
Idaho 
Utah 
Arizona 
Nevada 
Washington 
Oregon 
California 


DESIGNATION OF BLUE CROSS AS ADMINISTRATOR IN STATE OF NEVADA 


Mr. Sueprarp. One of the criteria adhered to in allocating the 
States and areas between Blue Cross and the insurance companies 
were that the areas selected for each would be those in which each firm 
was relatively strong. 

Dr. Berry. Yes, sir. 

Mr. Sueprrarp. One State designated for Blue Cross was Nevada 
where no Blue Cross plan was licensed to conduct business in the 
State. Since Blue Cross had no representation in the State, how do 
you account for the fact that Nevada was allocated to the Blue Cross 
firm, which appears to be inconsistent with State law ? 

Dr. Berry. I do not know. Some of the Western States have 
regional representation of their medical societies. I do not know 
whether or not Nevada is one of those. Do you know, General? 

General Roprnson. No. 

Mr. Sueprar4. I wonder if you or General Robinson can tell us 
at the moment if you have received any protests from the State of 
Nevada pertaining to this issue. 

General Ropinson. Not to my knowledge. 

Mr. Sueprarp. I would like to call your attention to a communica- 
tion under date of December 14, 1956. and signed by Mr. Paul A. 
Hammel, insurance commissioner, directed from Carson City, and 
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addressed to you, General. Did you or cid you not see this corre 
spondence 2 ) 
General Rogwrnson. I cannot remember, sir. 
Mr. Suerrarp. Do you know that under date of January 8, 1957, 


that correspondence was replied to by Lt. Col. Walker W. Ky vans ¢ 
Are you familiar with th: at ? 


General Rostnson. No, sir; I am not familiar with that. 

Mr. Suerparp. Is or is ‘not subject matter of this character brought 
to your attention because of your responsibility and the position you 
occupy / 

General Roprnson. Yes, sir. 


Mr. Suerrarp. How did it happen in this instance that it was not? 
General Ropinson. It may have been, sir. I might not remember 
it. 
Mr. Suerparp. You have no recollection of it? 
General Roprnson. I have no recollection of it. 
Mr. Suerrarp. Or any conferences with the colonel pertaining to 
it? 
General Rosinson. I have no recollection of it. 
Mr. Suerrarp. Very well. 
Mr. Minier. Mr. Chairman. 


Mr. Sueprarp. I think it might be well if you would comment. in 
the record when it comes down pertaining to the issue, because you 
might want to refer to your file about it in order to bring your 


attention more forcibly to the subject matter. I know a thing like 
this can happen in any office. 


Mr. Minter. You covered my point. I am sorry I interrupted. 
I was going to suggest we have that in the record. 
Mr. Suerrarb. Thank you. 


[ think it might be well, Mr. Secretary, if you would add some 
comments for the record to clarify that issue. 

Dr. Berry. All right. 

(The correspondence referred to follows :) 


ASSISTANT SECRETARY OF DEFENSE, 


Washington, D. C., November 1, 1956. 
Hon. CHARLES B. BROWNSON, 


House of Representatives. 
Deak Mr. Brownson: Your letter of October 22, 1956 


r 22, 


, addressed to the officer 
in charge, Army Liaison Office in the House Office Building, on the subject of 
dependents’ medical care has been referred to this office for reply. The respon- 
sibility for the administration of the Dependents’ Medical Care Act, Public 
Law 569, S4th Congress, was placed upon the Secretary of Defense and the 
Secretary of Health, Education, and Welfare. To develop the joint regulations 
required by this act there was established an Interservice Committee on 
Dependents’ Medical Care. This Committee has, with the approval of the 
Secretary of Defense, developed policies and plans which 
implemented. 

Part of the Department of Defense plans so formulated concerned the 
arrangement for paying civilian hospital bills incurred by dependents. It 
appeared logical, in order to implement the law by its effective date, December 
7, 1956, to use existing machinery. Blue Cross plans, with about 50 million 
customers, and the commercial health insurance underwriters with about 60 
million clients, shared the existing civilian hospital business (prepaid hospital 
health plans). The following principles and criteria were adhered to in arriv- 
ing at a decision : 


1. It was essential to use both Blue Cross and the commercial insurance 
underwriters. Careful consideration by the Committee, as well as guidance 
from the 


counsels of the Armed Forces committees of the Congress, made 


are now being 
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this decision inevitable. It was believed that healthy competition would 
result in the development of an experience factor which would be mogt 
advantageous to the Government. 

2. Blue Cross and the commercial underwriters should both have reason. 
ably large and representative areas in which to operate. 

3. The areas chosen for both Blue Cross and the commercial underwriters 
should be areas in which each was relatively strong. 

4. Since Blue Cross had the formal support of the American Hospita} 
Association, representing 95 percent of the Nation’s hospitals, it seemed 
wise to favor Blue Cross in regard to total areas assigned. The American 
Hospital Association has for years labored to raise hospital standards and 
should thus be considered as operating in the public interest, to a degree, 
and in a manner not shared by the commercial underwriters. 

Jsing the above criteria, with special consideration of the relative strengths 
of Blue Cross and the commercial underwriters throughout the country, a divi- 
sion was made assigning in general the eastern and western seaboards to Blue 
Cross and the central part of the country (17 States) to the commercial under- 
writers. This preposal was presented to the Dependents’ Medical Care Advisory 
Committee of the Secretary of Defense on Septemer 8, 1956. 

At this meeting the whole subject was thoroughly discussed by members of the 
American Hospital Association, Blue Cross, and representatives of the commer. 
cial underwriters. Dissatisfaction with the arrangement was voiced by both 
interested parties, each of whom desired to pay hospital bills throughout the 
whole country. No better solution, however, was proposed. 

On September 17, a member of the Interservice Committee on Dependent Medi- 
eal Care, Lt. Col. D. C. Buchanan (MSC, USA), made a presentation to a national 
convention of the American Hospital Association in Chicago. The subject was 
thoroughly discussed. A copy of the pertinent resolution passed at this meeting 
is inclosed. 

Early in October, Maj. Gen. Paul I. Robinson (MC, USA), who is chairman 
of the Army group responsible for negotiating contracts, called in representatives 
of both Blue Cross and the commercial underwriters. As a result of this meeting 
hoth sides agreed to accept the division made by the Secretary of Defense and to 
do their utmost to help get the dependents’ medical care plan in effect by 
December 7, 1956. 

I hope I have given you a reasonably clear description of a somewhat compli- 
cated matter. Please feel free to call upon me at any time for further information 
concerning the Dependents’ Medical Care Act. 

Sincerely, 

FRANK B. Berry, M. D. 


STATE OF NEVADA, 
INSURANCE DEPARTMENT, 
Carson City, December 14, 1966. 
Maj. Gen. Paut I. Rorrnson, 
Department of Defense, 
Pentagon Building, Washington, D. C. 

My Dear GENERAL: I read today in one of the insurance industry's trade 
journals where you, as representative of the Department of Defense, signed a 
contract with the Blue Cross and Mutual of Omaha for “dependents’ medical-care 
program.” 

According to the article the contract provides that “local Blue Cross plans will 
administer the program in 31 States” and listed among those 31 States was the 
name of the State of Nevada. 

Information is requested as to the correctness of this statement. 

I am writing to make inquiry since there is no Blue Cross plan licensed to do 
business in Nevada. The Mutual of Omaha is licensed in our State. 

We trust that the magazine report is in error as we would be forced to object 
strenuously to the Federal Government entering into a contract with an insurance 
organization to do that which would be in direct violation of our State insurance 
laws. 

Your reply is awaited with interest. 

Very truly yours, 
Paut A, HAMMEL, 
Insurance Commissioner. 
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JANUARY 8, 1957. 
Mr. PAUL A. HAMMEL, . 
Insurance Commisstoner, 
State of Nevada Insurance Department, 
Carson City, Nev. 

Dear Mr. HAMMEL: Your letter to General Robinson dated December 14, 1956, 
inquiring about the contract entered into with the Blue Cross Commission, has 
been referred to me for reply. 

The Government has entered into a contract with the Blue Cross Commission 
of the American Hospital Association, 425 North Michigan, Chicago 11, IL, 
whereunder the dependents’ medical care program (authorized by Public Law 
569, 84th Cong.) will be administered, and whereunder bills for authorized 
hospital service furnished eligible dependents will be paid. 

Your information to the effect that the State of Nevada is in the geographic 
area covered by the Blue Cross contract is correct. The Blue Cross Commission 
may subcontract to obtain performance of certain of the services called under 
the contract. Insurance premiums will not be paid by the Government, rather 
the Blue Cross Commission will be reimbursed its costs. Before entering into 
the contract we were assured by the Blue Cross Commission that, within its 
corporate powers, it could perform the services called for thereunder. 

Should you desire any detailed information concerning the method under 
which bills will be paid in Nevada, it is suggested that you contact the above 
identified contractor. This office will be glad to furnish any other information 
that you may require from Washington. 

Your interest in the dependents’ medical care program is appreciated. 

Sincerely, 


a 


WALKER W. EVANS, 
Lieutenant Colonel, MSC, 
Contracting Officer, 
Office for Dependents’ Medical Care. 


COMMENTS OF GENERAL ROBINSON RE CORRESPONDENCE FROM Mr. PAUL A. HAMMEL, 
INSURANCE COMMISSIONER, STATE OF NEVADA, INSERTED INTO RecorD Upon 
REQUEST OF COMMJTTEE CHAIRMAN 


Upon return to my office the referenced correspondence was located. Upon 
reviewing its contents I indeed remember its receipt and the reply furnished by 
my Office. In replying to Mr. Hammel, it was advised that in carrying out its 
contractual responsibility under the medicare program, Blue Cross would not 
be underwriting any form of insurance coverage in Nevada. Instead Blue 
Cross would be functioning in the role of a “billing paying agent” for the Gov- 
ernment. In doing so, Blue Cross would only be making payment to hospitals 
and ancillary personnel for authorized services furnished to eligible dependents 
under the program. My office had been advised previously by Blue Cross that 
such action was authorized by its corporate charter and this information was 
communicated to Mr. Hammel. With the thought that Mr. Hammel might 
desire to pursue this matter further it was suggested that he communicate 
directly with Blue Cross. Mr. Hammel! was also advised that my office would 
be glad to furnish any other information he might require. I do not know 
whether Mr. Hammel communicated with Blue Cross. To my knowledge he 
has not communicated further with the office for dependents’ medical care. 
On April 25, 1958, I discussed this matter with representatives of the Nevada 
State Medical Association who were in Washington to negotiate the contract 
for the payment of physicians in that State. During this discussion I was ad- 
vised that these representatives were not aware of any problem regarding Blue 
Cross making payments under the medicare program in Nevada. 


CoMMENTS OF Doctor BERRY RE CORRESPONDENCE From Mr. Paut A. HAMMEL, IN- 
SURANCE COMMISSIONER, STATE OF NEVADA, INSERTED INTO Recorp Upon Rr- 
QUEST OF COMMITTEE CHAIRMAN 


Iam unaware of the issue raised by Mr. Hammel and to the best of my knowl- 
edge he has not communicated with my office regarding such issue. I have 
reviewed the comments of General Robinson to be inserted into the record and 
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believe he has adequately furnished the information requested by the chairman. 
To the extent that my office may be of service to Mr. Hammel it will be pleaseg 
to do so. 


NO PROPOSED CHANGE IN ALLOCATION OF TERRITORIES 





Mr. Suepparp. It is indicated that representatives of Blue Crogs 
and the insurance companies were dissatisfied with the allocation of 
territory between them and that each desired to handle the entire 
hospital phase of the program. It was further indicated and reported 
that since no better solution was proposed than that made by the De- 
partment of Defense, the original allocation was accepted by both 
groups. Based upon their relative effectiveness in handling the pro- 
gram for the first year, do you contemplate any change in the terri- 
torial allocation of these groups presently 4 

General Rozinson. No change has been recommended by my office, 
sir. 

Mr. Sueprarp. And none is contemplated so far as you know, Mr. 
Secretary ¢ 
Dr. Berry. No, sir; not at the present time. 


EFFECT OF AMERICAN HOSPITAL ASSOCIATION'S LETTER ON PREFERRED RATE 
SAVINGS 





Mr. Sueprarp. The Blue Cross in its administration of the Depend- 
ents’ Medical Care Act program reported preferred rate savings re- 
ceived from its member hospitals as $578,732 for the period ending 
December 31, 1957. According to Blue Cross these savings were 
passed on to the Government. Mutual of Omaha was unable to ac- 
complish any savings in this regard. What effect do you gentlemen 
think the American Hospital Association’s letter of October 18, 1956, 
which was directed to member hospitals in the 17-State Mutual ter- 
ritory, had in this regard, if any ? 

If you do not have the question, read the question, Mr. Reporter. 

General Roprnson. I have the question clearly. I do not know the 
answer to that at all. 

Mr. Suepparp. Have you any immediate way of determining it? 
By that I mean within the next few days. 
General Ropinson. No, sir; I have not. 
Mr. Suerparp. Very well. 
(Letter and summary of negotiations follow :) 


AMERICAN HOSPITAL ASSOCIATION, 
October 18, 1956. 
To: Member hospitals in Arkansas, Florida, Georgia, Illinois, Indiana, Iowa, 
Kansas, Louisiana, Minnesota, Missouri, Nebraska, North Dakota, Okla- 
homa, South Carolina, South Dakota, Texas, Wisconsin. 
Subject: Hospitalization Aspects of the Dependents’ Medical Care Program— 
Bulletin No. 1-a. 

We have been informed that member hospitals in the above listed States have 
received a letter from Mr. Robert H. Neal, general manager of the Health Insur- 
ance Association of America: (a) To ascertain willingness of hospitals to make 
facilities available to dependents of miiitary personnel on the basis of rates not 
in excess of those charged to any other class or group of patients (excepting 
charity cases); (b) to obtain schedules of normal or standard hospital rates; 
and (c) to determine the rates which hospitals will accept for care of military 
dependents. Many inquiries regarding this letter have been received. 
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The following observations and suggestions are proposed for consideration by 
member hospitals : 

1. The participation of hospitals in the dependents’ medical care program is on 
a voluntary basis and the decision as to participation is to be made by each 
individual hospital. 

2. The rate which the individual hospital will charge under this program is to 
be determined by each hospital within the limitation of a maximum which will 
pe “a rate no higher than that charged the general public.” 

8. The board of trustees of the American Hospital Association desires “that 
hospitals cooperate fully with the Federal Government in providing care to 
dependents of members of the uniformed services.” 

To carry out the foregoing recommendation, it is suggested that member hos- 
pitals indicate their willingness to provide care to dependents of members of the 
uniformed services on the same basis as for any other members of the community 
for whom special contracts do not exist. 

It is understood from discussions at the recent meeting of the house of dele- 
gates that the Defense Department will pay for those dependents up to the 
regular rate charged to the general public and that the decision of whether to 
accept these patients at any lessor rate is one that each individual hospital will 
have to make. 

The American Hospital Association, recognizing the responsibility of volun- 
tary hospitals to serve the entire community, has been instrumental in develop- 
ing nonprofit prepayment plans which reflect the public-service concept by 
opening their membership widely and by seeking to enroll as large as possible 
a cross section of the population. It has been the view of the association 
that plans so organized be considered as having a special relationship to hos- 
pitals for the reasons, among others, that such plans assure meeting of hospital 
costs, and cover many persons who, in the absence of prepayment, would have 
to be cared for without charge or at reduced rates. 

In the case of the dependent medical-care program, the American Hospital 
Association previously has urged that the beneficiaries be, in effect, blanketed 
into the existing communitywide Blue Cross program. In those States where 
this is done, the house of delegates and the board of trustees have recommended 
that existing contractual arrangements with Blue Cross be extended to this 
group. Where this is not done, however, there is no apparent reason to dif- 
ferentiate these dependents from the rest of the population with regard to 
rates charged for hospital care. 

The board of trustees has stated that: 

“The American Hospital Association continues to discourage hospitals 
from entering into contractual arrangements for the provision of hospital 
service with any private agency, including commercial insurance companies, 
with which hospitals do not have an organic relationship that permits 
them to participate in the establishment of policies and procedures which 
directly affect the operation of hospitals.” 

At this time it does not appear that formal contracts between hospitals and 
the administrative agents in the above listed States will be required for hos- 
pital participation in the program. If such requirement is established, the 
intent of the board of trustees would be met if agreements with hospitals 
provide for payment rates in amounts regularly established for other members 
of the general community. As a result of certain discussions and a review 
of draft copies of proposed contracts between the Department of Defense and 
its contracting agencies for administrative purposes, it is believed that the 
decision of a hospital to provide care at regular rates will not disqualify the 
hospital from participation in the program. 

Since the regular hospital rates charged the general public are subject to 
change, it is expected that the billings for hospital care rendered to services 
men’s dependents will reflect the hospital’s rates at the time care is rendered. 
Therefore, any agreement to participate in the program should protect the 
hospital’s right of normal adjustment of rates and the schedule of rates should 
state clearly that the hospital reserves the right to make immediate changes 
in its rates. 

EpwIn L. Crossy, M. D., Director. 

Mr. Suepparp. Does there not appear to be a conflict between Blue 
Cross as an agent for the Government obtaining preferred rates from 
member hospitals in its territory and a related organization of the 
Blue Cross discouraging the granting of preferred rates to Mutual 
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of Omaha, which is also an agent for the Government? Is that possi- 
ble or, in your opinion, impossible ? 

General Rosrnson. I cannot answer that question. 

Mr. Suepparp. Can you, Mr. Secretary ? 

Dr. Berry. I cannot answer that. As you may recall, in the origi- 
nal passage of the bill there was great rivalry between the 2 great 
organizations, and at one time in the preliminary study we even went 
so far as to talk to the 2 groups. All I can say 1s that since the legis. 
lation has been in effect there has been much closer working together 
between the two groups. 

Mr. Suerrarp. Is there any anticipation or possibility of those 
rates being made available to Mutual of Omaha? - 

Dr. Berry. The Blue Cross rate? 

Mr. Sueprarp. Yes, the preferred rate. 

Dr. Berry. I should think we could request—— 

Mr. Suerrarp. Mr. Secretary, you say you think so. You are sit- 
ting in a position here, if you will pardon me, of making determi- 
nations. 

Dr. Berry. Do you mean from the Blue Cross? 

Mr. Sueprarp. That is right. 

Dr. Berry. We can ask the Blue Cross to do so; yes, sir. 

Mr. Sueprrarp. Is the Blue Cross and the American Hospital As- 
sociation using this approach as a competitive measure in an effort 
to obtain wider or complete jurisdiction in the administration of the 
hospital phase of the Dependents’ Medical Care Act program, if you 
know ? 

Dr. Berry. I do not know, but I think they are. They were very 
anxious to get it first, and I think they are working very hard. 


DIFFERENCE IN COST TO GOVERNMENT PER INPATIENT HOSPITAL DAY 


Mr. Suerparp. A review of the operating experience for the first 
year’s operation of the program indicates that the cost to the Govern- 
ment per inpatient hospital day was $22.51 in the Blue Cross territory 
and $19.39 in the Mutual area. These cost figures are exclusive of 
administrative costs and the payment of approximately $5 per day 
required of the dependent. What is your reaction to the reasonable- 
ness of these cost figures and the reason for the difference? 

General Rostnson. Shall I answer that? 

Dr. Berry. Yes. 

General Ropinson. It is almost impossible to compare these hospital 
costs with anything that is published. However, the American Hos- 
pital Association does publish each year a compilation of hospital 
costs. These costs are reasonable and are definitely in the same infield 
with those which have been published. 
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With regard to the difference, there is no question that California 
and New York are the high-cost areas, and we think that accounts for 
the difference. 

Mr. Suerparp. With reference to the so-called published rates, are 
you referring to the rates that are published for the benefit of the 
public or the rates that are published for the benefit of the profession, 
or both of them? I understand there is some difference. 

General Rosrnson. The American Hospital Association periodical 
is called Hospitals, and each year, I believe in August, a compilation is 
presented in that issue. I would presume it is published for public 
as well as official consumption. 


ESTABLISHMENT OF PHYSICIANS’ RATES 


Mr. Suerparp. It is the committee’s understanding that in negotiat- 
ing physicians’ rates, the ODMC was placed in an extremely difficult 
position in the matter of evaluating the schedule of allowances for 
physicians by the unexpected decision of the American Medical Asso- 
ciation to advise States to hold back their fee schedules until they met 
with the Army for contract negotiations. What was the effect or 
impact of this decision on the negotiation of a reasonable rate struc- 
ture with each State ¢ 

General Roprnson. The instructions of the American Medical Asso- 
ciation to hold back until—— 

Mr. Suerrarp. That is right. 

General Rostnson. I am sorry, I do not know what is referred to. 

Dr. Berry. The only thing I can think of—and I am not aware that 
there were those definite instructions—is the fact that there was such 
variation among the States and no program like this had ever been 
entered into before. There was a difference of opinion between some 
of the States whether to keep these schedules so-called secret or as 
guiding lines to their State and county societies as opposed to the 
States which were going to publish them right away. This is merely 
interpreting their thought. It was to get some type of uniform policy. 

Mr. Suerparp. Mr. Sanders, I wish you would read that correspon- 
dence into the record in order to show the backup premise upon which 
the inquiry was made. 

Mr. Sanvers. This is from Capt. J. V. Noel, Jr., Chairman of the 
Interservice Committee for Dependents’ Medical Care, to Dr. E. H. 
Cushing, Deputy Assistant Secretary of Defense for Health and 
Medical, November 9, 1956: 

It is important to appreciate the Army’s extremely difficult position on this 
matter of evaluating schedules of allowances. While it is true that Colonel 
Graham was alerted months ago to the dimensions of the problem he would 
face, he was hamstrung by the unexpected decision of the American Medical 
Association to advise States to hold back their fee schedules until they met 
with the Army for contract negotiations. It has been agreed by the AMA that 





fee schedules would be sent to AMA headquarters in Chicago for review. Mr. 
Castelluci has alerted the most responsible members of the AMA to the graye 
implications as far as the national reputation of the AMA and the medical pro. 
fession is concerned of permitting even a few States to gouge the Government, 
I expressed these views myself at least a month ago to Dr. Hamilton and Dr, 
Hussey. 

Mr. Sueprarp. What was the date of that instrument ? 

Mr. Sanpers. November 9. 

Dr. Berry. I remember that. 

Mr. Suepparp. What are your comments pertaining to it? 

Dr. Berry. I think my original comments still stand. Also, at that 
time we were trying to do too minute a job in setting entirely too 
complicated and too long a schedule of various fees. There was dis- 
agreement also at that time because of our changing living costs with 
the Veterans’ Administration schedule which we had originally taken, 
Also. the AMA objected through their State members to any one overall 
schedule, pointing out the differences in various States. 

Mr. Sueprarp. If you had had ready access to the information, 
would it have had any particular influence on the establishment of 
the rates? 

Dr. Berry. No, sir; we did not. We changed our own methods at 
that time. Captain Noel’s group changed the methods and simplified 
the number of procedures with the others to be worked out later. It 
was far too complicated. 


FEE ALLOWANCES NEGOTIATED FOR PHYSICIANS IN FIVE TYPES OF 
TREATMENT 


Mr. Surprarp. A study prepared by ODMC indicated that approxi- 
mately 57 percent of the DMCA cases involved maternities and ton- 
sillectomies. It further indicated that when appendectomy, hernior- 
raphy, and hemorrhoidectomy were taken into consideration, the total 
of these 5 types of procedure represented 60.5 percent of all DMCA 
eases. What is your evaluation of the reasonableness of the fees 
charged for these procedures ? 

General Rogprnson. In my prepared statement, IT have given those 
figures, and we believe they are reasonable as compared with civilian 
standards. 

Mr. Suerparp. In other words, you want your statement as you 
presented it in your prepared statement to stand on the record in 
response to the inquiry, is that correct, sir? 

General Roprnson. Yes, sir. 


ial h-h--beekow he > Lecleslae le lant: kk kta | 





709 


(Schedule of fee allowances follows :) 


Fee allowance es yee for pyeeneé 5 types of treatment under DMC 




















State Maternity ! | Tonsillec- Appendec- Hernior- Hemorrhoid- 
| | tomy tomy | raphy ectomy 
| 

8 —— —— a. 2 > | 

; | | | 
cc conntansstesas | $175. 00 | $65. 00 $150. 00 | $150.00 | $125. 00 
Alaska. ...---------------------- 180. 00 | 75. 00 210.00 | 180. 00 | 150. 00 
Arizona. ....-------------------- | 150. 00 | 69. 00 150. 00 | 138. 00 115. 00 
Rohs odss gant ien ania} 150. 00 75. 00 | 150.00 | 150. 00 | 125. 00 
California. ...-------- osnen eames 150. 00 69.00 | 161. 00 138. 00 | 115. 00 
Colorado. ..--------------------- | 150. 00 | 65. 00 125. 00 125. 00 | 100. 00 
Connecticut ...------------------ 155. 00 | 60. 00 125. 00 125. 00 80. 00 
tts cctnietnnncckhw 150. 00 | 60. 00 125. 00 | 125.00 | 100. 00 
District of Columbia... --.-.-..- 170. 00 | 75. 00 | 150. 00 150. 00 100. 00 
nines ocacnokoteimnae al 150. 00 68.00 | 158. 00 | 135. 00 | 113. 00 
_ —————— 150. 00 | 65. 00 150. 00 | 150. 00 | 125. 00 
Hawéll. ...<-<---<-.-----20--<--- | 129. 00 | 64. 00 | 150. 00 | 129. 00 | 107. 00 
CE ccetadnwecocaacopamuns 180. 00 | 75. 00 175.00 | 150. 00 | 150. 00 
a ee | 150. 00 65.00 | 150. 00 125. 00 | 125. 00 
A csnicnauarinaanineriine ase 150. 00 | 60.00 | 150. 00 150. 00 | 100. 00 
NE. 5. tess setcresdnacon 150. 00 | 75. 00 160. 00 | 140. 00 125. 00 
i icipcnbhesiaconnaieneis 150.00 | 65. 00 150. 00 130. 00 115. 00 
OE Ea | 175. 00 | 75. 00 | 150. 00 | 150. 00 100. 00 
Massachusetts.......--..-.------ 150. 00 | 50. 00 125. 00 125. 00 | 100. 00 
 vcccnatuscaneameete | 150. 00 | 42. 50 125. 00 | 100. 00 90. 00 
Mississippi_- oa 150. 00 | 55. 00 | 150. 00 | 150. 00 | 100. 00 
Missouri - - .-- hastens 150. 00 | 67. 50 150. 00 | 150. 00 | 112. 50 
Montana. --- aan 130. 00 | 65. 00 150. 00 130. 00 | 110. 00 
Jebraska #_. . ive oa base | pied 
Nenad ; | 150. 00 | 70. 00 160. 00 140. 00 115. 00 
New Hampshire--- 130. 00 | 50.00 | 150. 00 | 150. 00 100. 00 
New Jersey... --- —- 150. 00 | 75. 00 150. 00 150. 00 | 100. 00 
New Mexico.--- 150. 00 | 65. 00 | 140. 00 | 150. 00 | 100. 00 
New York... eae 150. 00 | 45. 00 150. 00 125. 00 75. 00 
North Carolina_.__- 150. 00 | 60. 00 150. 00 125. 00 | 100. 00 
North Dakota ¢___ - = . nant piaasbc | 
Ohio 2. a 150. 00 60. 00 150, 00 125. 00 | 100. 00 
Oklahoma. 120. 00 60.00 | 140. 00 | 120. 00 | 100. 00 
Oregon. -- aia 150. 00 65.00 | 162. 50 | 130. 00 | 130. 00 
Pennsylvania... _- a 150. 00 | 50. 00 150. 00 150. 00 | 100. 00 
Puerto Rico___---. 120. 00 | 60. 00 140. 00 | 120. 00 | 100. 00 
Rhode Island %- _ - 130. 00 65. 00 150. 00 | 130. 00 100. 00 
South Carolina 135.00 | 65. 00 150. 00 130. 00 | 100. 00 
South Dakota- 150. 00 | 60. 00 | 165. 00 | 150. 00 | 125. 00 
Tennessee _ - 130. 00 | 65. 00 150. 00 | 130. 00 | 107. 00 
Texas __ 150. 00 | 70. 00 | 150. 00 140. 00 | 115. 00 
Utah ¢.. ‘ ‘ ae reals “ node a 
Vermont... 135. 00 75.00 | 150. 00 | 150. 00 | 110. 00 
Virginia. | 140. 00 65. 00 | 150. 00 | 130. 00 | 100. 00 
Washington | 150. 00 | 60. 00 | 150. 00 | 135. 00 | 115. 00 
West Virginia _ - . 130. 00 55. 00 | 150. 00 130. 00 | 105. 00 
Wisconsin 4__- , a rae _ n= 
Wyoming_--- 125. 00 60. 00 125. 00 | 150. 00 125. 00 





i 
| 


1 Uncomplicated including pre- and postnatal care. 
? Unsigned by Ohio. 

* Promulgated by Government. 

4 Fee schedules unpublished. 


CHARGING OF MAXIMUM FEE 


Mr. Suerparp. According to your program the individual phy- 
sicians in practically all States may charge either the maximum fee 
reflected in the schedule or their normal fee, whichever is lower. It 
is understood that your limited sampling of claims submitted by phy- 
sicians in 15 States indicate that in Wisconsin 4 percent of the 
physicians charged the maximum fee appearing in their schedule, 
whereas in C alifornia and Mississippi 100 percent of their claims were 
at the maximum rate. 





From your observation of the program to date, what is your 
opinion as to what the trend will be in this regard? Does it appear 
to you that as time passes the maximum fee appearing in the 
schedule will become the uniform fee for the States involved ? 

General Rostnson. That, of course, is a very difficult question, 

Mr. Sueprarp. I grant it is. 

Dr. Berry. May I comment upon that? 

Mr Suepparp. I wish you would, sir. 

Dr. Berry. I personally believe that the secret nonpublished—if 
you wish to call it—scale of fees or list for advice for the stand of an 
State society is far better—just to avoid the question you have asked, 
because human nature being what it is, I am sure everybody is going 
to charge what the standard is in most instances. 

General Rorrnson. However, I would like to further comment on 
that and say that a number of the States cannot do that. A number 
of the States medical associations—their houses of delegates—just will 
not permit them to accept it. After all, the State medical associa- 
tions’ executives have to do what their houses of delegates say. 

Mr. Suepparp. In other words, you exceed instructions of a higher 
authority insofar as that rate we are discussing pertains? 

General Rosrnson. Yes, sir. 

Mr. Suerparp. I think it is rather obvious that conformity is re- 
quired. 


General Roprnson. With the schedule, yes. 


CLAIM RATES OF FISCAL ADMINISTRATORS FOR PHYSICIANS’ CONTRACTS 


Mr. Suepparp. A review of the final negotiated claim rates for fiscal 
administrators of physicians’ contracts indicates that of the 43 con- 
tracts which were finalized, 4 fiscal administrators negotiated rates 
in excess of $5 per claim. In 1 instance the Medical Service Admin- 
istration of New Jersey (Blue Shield) negotiated a rate of $11.45 for 
each claim processed and paid by it for the period ending June 30, 
1957. Realizing that in the average case more than one claim is re- 
ceived, from the physicians involved, it appears that this is an excessive 
rate of payment for the services rendered. This is particularly true 
since 29 of the contractors negotiated rates of $3 or less per claim. 
What are your observations relative to the claim rate negotiated by 
the New Jersey fiscal administrator as well as those negotiated by the 
medical associations in the States of Minnesota, Nevada, and Idaho, 
all of which were above $5 ? 

General Rogrnson. I would like my assistant, Colonel Richards, to 
answer that question. Colonel Richards has worked with these organi- 
zations on this matter. 

Mr. Suepparp. That is permissible. 

Colonel Ricwarps. Mr. Chairman, the contracts under which the 
Dependents Medical Care Act are being administered provide that 
administrative cost incurred by a contractor will be paid on a pro- 
visional rate basis during the course of the contract period. 

To explain that, the contractor estimates what his cost will be 
during the contract period for paying claims, and in turn an estimate 
is made of the volume of claims that will be paid. The provisional 
rate is computed by dividing the estimated cost by the estimated 
volume. 
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Under the cost of reimbursement type contract, at the end of the 
contract period, the contractor submits his statement of cost incurred 
to the contracting officer and a copy to the Army audit agency. The 
Army audit agency then goes in to evaluate the costs that are stated 
to determine their propriety, their reasonableness and their accept- 
ability. 

When we negotiated our contracts, and particularly the contract 
with New Jersey, there was not a negotiation which resulted in the 
$11.45 per claim. 

The amount that was initially established at the provisional rate 
was considerably less. However, upon audit, when the contractor’s 
costs were evaluated, it was found that the costs were such that when 
divided by the volume of claims paid, it resulted in $11.45. 

I personally made a visit to the New Jersey contractor, and the 
excessive cost is explained essentially by the manner in which the 
New Jersey contractor started the implementation of the program. 

They were ultraconservative, in my opinion and as such the pro- 
ram was being administered at the executive level. It had not been 
elegated down to the clerical or operating level. Obviously, then, 
until such time as the executives felt that the program was on a rea- 
sonably firm basis, the program retained its administration at the 
executive level. 

Therefore, the allocation of cost, when you allocate executive sal- 
aries, resulted in a greater cost being allocated to the program than 
it would have been if it had been allocated at the clerical level. 

We settled the first contract period which ended on June 30 at the 
dollar figure that the chairman has identified. Since that time the 


New Jersey contractor has delegated its operational phases to the 
clerical level, or we will say the lower administrative echelons, and 
New Jersey is now being paid considerably below $3 per claim. 

Mr. Sueprarp. I wish you would supply the additional information 
I inquired into for the additional States over and above New Jersey, 
will you, please, sir? 

Colonel Ricuarps. Yes, sir. 











712 
(The data to be supplied follow :) 


Physician contracts, fiscal administrator claims rates, period Dec. 7, 1956 to Mar, 15 


























1958 
$$ eee 
| Initial Final Provisional | Revised 
State | Contract provisional negotiated rate, provisional 
No. rate claim rate, July 1, 1957 | rate 
| June 30, 1957 
ce aE ae al 
| ee 
PDE a cnevctankerdiesdcondekon 805 2.13 (4) weshebauunied ate 
ES ae dubicpioaie | 852 2.35 $2. 70 $2. 49 SLB 
DDR, foi bs hai Side aban ban 806 2. 50 2. 0457 2. 05 7 
MIR co cic aic se caneciocsecaaet 807 None | 23.146462 |.-.-...--....- 
INL, Vc. totipicecnateas. 808 2. 47 it? cece eee 
6 | aa a edideisindiopiiaipels 803 1.14 2. 0433 1. 50 
Cwmneetiowt. --. 2-2... | 809 4.16 | 24.6785 4.16 
Delaware-- <i pln sg eis ind | 810 1.21 2. 57 2. 57 
District of Columbia. ._..-.-.--- | 846 2. 36 1. 465 1. 50 
aka cts cshctabsbiwelnnton | 811 1. 50 2. 02 1.39 
ahi akong oedeen 812 2.75 | 2.00742 1.15 
Mc bcs cascesecurtewcie me | 851 1. 20 3. 109 1.20 
DO fe htas ida ntpiasndinaa soe | 813 2. 86 8.78 3.7 
eee pa eee aad wont 814 3.02] 2.67 2. 67 x 
I tnt asics ene Ricki anes cctoies 815 1. 60 . 93175 None |_....... 
ee lis al sia ne cinieice 816 | None 2. 791574 a70 bh. % 
MEME. con wancesecs cde cccnacn= 817 | 1. 44 1. 56 1. 55 e 
OS 4 es eee 818 1. 50 1.17 1,17 witieal 
INS dit oaedntmdaiikmeinenie 819 2. 50 3. 117964 2% 1....:: ee 
22382 oe od ree 820 B00 destin eee ee, acl Jodcane 
Maryland - si Seed 821 2.00 | 21.56 91.3. ite at 
Wiessachusetts..............-...} 822 1.20 | 22.699 22.05 | py 
es = cent $23 | 1.19 1.19 1. 
eee ee | 802 None 5. 43525 3. & 
EEE resin eee 824 None 3. 437 3. 
Missouri (St. Louis) _.-_..-- A 825 2.13 3. 025 3. 
Missouri (Kansas City) --....--- | 855 2.11 1. 52 1. 
Montana Sihbibmaieniie 827 1. 95 2. 7708 2. 
ID occ sane ais | 828 2.09 1. 56 1. 5: 
IR Maite abn secbonaseet 829 | 2. 50 8. 70899344 4. 83 
New Hampshire____-_- a4 830 1.00 2. 053 1. 
New Jersey ._._-- hicut dbbdentned 831 2.00 | 11.446 3 
TE 832 None | 3. 7038 2. 
te aa oat 804 2. 20 4. 576 2. 
i Lf | ee 826 1. 23 2.05 1. 63 
ee 833 None | 2 12. 43482 N 
Ci CORD no cai Sicsc ose! 834 1. 58 1. 5325 1. 43 
Oklahoma.-_. ; : } R35 | 1,41 2. 023 2. 
Oregon__._- eicvreaenia nee 836 | 2. 20 4. 758 3 
Pennsylvania...........-.- es 837 1.85 2.3116 1. 5 
Puerto Rico- -- 850 | 1.00} 3.801 2. 4 
Rhode Island (Mutual). ....-.--| 838 1.58} 1.651 1. 
South Carolina.................. 839 1.00 | 2 1.384696 2. 
South Dakota. ; : Lenvotear 840 | None 2. 38921 2. 
Tennessee - __- : Fat 841 | 3.16 | 2.96 | 2.§ 
Texas ; eae 842 | 1. 25 2. 1423 2 
Utah. --_- pees siadipedic 843 2.00}; 3.00 | 3: 
| ieee 844 | 1.00} 2.053 ki 
Virginia eae cia R45 2.00} 3.18 3 
Washington _-- janet 801 2.50 | 3.63% 2.1: 
West Virginia_-_ es 847 1. 49 2. 02 2 
Wisconsin ; ‘ elie 848 None | 28. 172453 None |.. ° 
Wyoming... pia kiasiiel 849 | 2. 40 1. 507 1. 50 


1 Being negotiated. 
3 Proposed. 


COMMENTS OF LIEUTENANT COLONAL RICHARDS RE “FISCAL ADMINISTRATOR CLAIM 
RaTES—PHYSICIAN CONTRACTS” INSERTED INTO Record Upon Request oF Com- 
MITTEE CHAIRMAN 


During the initial negotiations with Minnesota, Nevada, and Idaho a provi- 
sional claim rate was negotiated for each State. The provisional rate for Nevada 
was established at $2.50 and for Idaho at $2.86. No rate was established for 
Minnesota as that State was permitted to bill its costs incurred on a monthly 
basis and payment would be made subject to audit. At the end of the first 
contract period on June 30, 1957, the costs incurred under the Medicare program 
by each contractor were audited by the Army Audit Agency. When allowable 
costs were established and such costs were divided by the number of claims paid 
the final negotiated claim rate for each of these States was in excess of $5. The 
primary reason, in my opinion, for these costs is the relatively low volume of 
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claims handled by each contractor during the early stages of the program. With 
the increase in volume and with greater experience under the program since 
June 30, 1957, each contractor is expected to perform more economically during 
the current contract period. 


CLAIM RATES OF FISCAL ADMINISTRATORS OF HOSPITAL CONTRACTS 


Mr. SuHerparp. The fiscal administrators for hospital contracts are 
paid on the basis of each claim submitted under the program. The 
following tabulations reflect a comparison of the rates negotiated 
with the Blue Cross and Mutual of Omaha. 

That tabul: ition shows that from December 3, 1956, to June 30, 1957, 
the initial provision rate per claim for Blue Cross was $2.75, for Mu- 
tual of Omaha, $1.58. The final negotiated rate per claim for the 
same period is $2.86 for Blue Cross, SI 44 for Mutual of Omaha. 

The period January 1, 1957, to January 1, 1958, the initial provi- 
sioning rate was $2.52 for Blue Cross, and $1.43 for Mutual of Omaha, 
and representatives of the latter outfit now state that the indicated 
cost is approximately $1.30 per claim. 

January 1, 1958, an initial provisioning rate was initiated with 
Blue Cross of $1.88, as of February 28, 1958, Blue Cross indicated 
that the rate experience was about $1.71 per claim. 

What is the reason for this large difference in administrative costs? 

Colonel Ricnarps. May I respectfully request that there be a slight 
modification in the question as asked. 

I think, sir, that the rates that you cited earlier were for the period 
through June 30, and July 1 instead of January 1. 

I think your question turned on January 1 following June 30. I 
would like to suggest that that be asked July 1. 


DIFFERENCE IN ADMINISTRATIVE COST 


Mr. Suepparp. The date of the compilation I do not think is too 
material at the moment. The question is directed upon the following 
premise: What is the reason for this large difference in the admin- 
istrative cost? Is it because of a certain date of accumulating your 
statistical material that you are referring to in order to answer 4 

Colonel Ricnarps. Yes, sir. 

Mr. Suepparp. So you figure the date would make a reduction or 
bring it into a formative status of the $1.88 if another date was ap- 
plied as a yardstick ? 

Colonel Ricuarps. That is correct, sir. During the period Decem- 
ber 7 through June 30, Blue Cross and Mutual of Omaha each had 
a provisional rate which has been identified in your question. Follow- 
ing the termination of the initial contract period on June 30, there 

was an audit by the Army Audit Agency to establish a _—_ settle- 
ment for the administrative cost. Then, starting on July 1, sir, as 


.a result of the initial audit for the period through June 30, < pro- 


visional rate from July 1 forward was established consistent with 
what I understood to be identified with January 1. 

It is significant to put that into focus. 

Basically in my opinion the reason why there is such a variance 
in the two contractors’ costs is explained primarily by the method each 
contractor uses in paying claims. Mutual of Omaha, during the 
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period through June 30, utilized only three subcontractors. There 
was a subcontractor in Kansas, 1 in Louisiana, and 1 in North Dakota, 

In the other 14 States serviced by Mutual of Omaha, the hospitals’ 
claims were paid out of 1 office. Blue Cross in contrast utilized some 
55 subcontractors in making payments to the hospitals in the area 
that it was designated to service. 

Now, where you have a sufficiently great volume, you are able 
to absorb your fixed cost of doing business and then add to the fixed 
cost the incremental costs that are necessary to meet the greater 
volume. Where you have 55 subcontractors there is a cost of doin 
business in each one of those subcontract areas and to the extent that 
the volume is not sufficiently great to absorb those fixed costs there 
is obviously a greater cost per claim than would be if a greater volume 
were incurred. 

That is primary reason No. 1. 

Reason No. 2 is that, once Mutual of Omaha makes payments on 
claims, it is in a position to deal directly with the Office for Depend- 
ents Medical Care. Contrarily, the local Blue Cross subcontractors 
submit their administrative result to the prime contractor in New 
York, and the prime contractor in New York then deals directly 
with the Office for Dependents Medical Care. It is the echeloning 
of administration, plus the subcontracting arrangement within the 
Blue Cross area, that accounts for the difference. 

Mr. Suerrarp. In any event, and with your explanation, it is still 
quite determinative of the fact that there is in the cost factor by and 
between the Blue Cross and Mutual of Omaha. That is very defi- 
nitely indicated, and your statement, naturally, attributes the differ- 
entiation to, as I say, the handling, administrative formula that ap- 
parently goes through. At least that is my conclusion from what you 
said; is that correct, sir? 

Colonel Ricuarps. That is correct, sir. 


FREEDOM OF CHOICE BY DEPENDENTS 


Mr. Suerrarp. The Appropriations Committee of the House of 
Representatives, in its report dated May 21, 1957, expressed the belief 
that the joint directive should be revised at an early date with respect 
to free choice, so that dependents would not be permitted to utilize 
civilian medical and/or hospital services unless a positive determi- 
nation was made that the military hospital facilities and medical per- 
sonnel in any specific area in which dependents reside were inade- 
quate. The committee stated that this suggested revision should re- 
sult in susbtantial savings to the Government in that military facil- 
ities would be utilized at the optimum efficient level and in so doing 
would continue to provide needed medical care at a low cost to the 
Government. 

A meeting was held of the Dependents Medical Care Advisory 
Committee on November 1, 1957, which, among other things, discussed 
the recommendations made by the Appropriations Committee. The 
minutes of this meeting disclosed that the best index of the total 
cost: per patient day under DMCA was at that time $49.59. It was 
pointed out, however, that. comparable costs for care of civilians In 
military or civilian medical facilities were not available, but that 
the Bureau of the Budget had estimated that the total cost in mili- 
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tary hospitals for civilians was $36 per patient day. The minutes 
also indicated that both AMA and AHA had written strong letters 
during May 1957 expressing deep concern regarding the Appro- 
priations Committee's statement. We will include in the record at 
this point a letter from the Bureau of the Budget to the American 
Medical Association. 


(The letter referred to follows :) 
JUNE 11, 1957. 
Dr. THOMAS H. ALPHIN, 
Director, American Medical Association, 
Washington, D. C. 


Deak Doctor ALPHIN: I am writing in reply to your letter of May 29, 1957, 
which requests that the Bureau of the Budget furnish an evaluation of how 
costs of caring for military dependents in military hospitals compare with costs 
of care under local community auspices. You state that this request has been 
prompted by cost comparisons recently made by Navy witnesses in a House Ap- 
propriations Committee hearing which you would like to be able to refute in 
testifying before a pending Senate committee hearing on the medicare program. 

It is unfortunate that Navy representatives drew an invalid comparison be- 
tween the preliminary estimate of $50 a day as the cost of caring for military 
dependents through community resources and operating costs reported by mili- 
tary hospitals. The executive agent advises us that, to date, no comprehensive 
factual experience has been compiled as to what the actual cost to the Govern- 
ment has been for a day of medical care for dependents through local community 
resources. The military-hospital operating costs include only direct costs, 
omitting many items of expense which, for budget and management purposes, 
need not be included in a Federal cost-reporting system. The rate of $27.50 per 
day established by the Bureau of the Budget for the purpose of reimburse- 
ment between appropriations when dependents of one service are provided care 
in another service's hospitals does not reflect the true hospitalization cost to the 
Government. 

At least the following items of expense need to be added to arrive at an 
approximation of the full cost: Depreciation of buildings and fixed equipment; 
outpatient care incidental to hospitalization; maintenance of a centralized pro- 
ecurement and depot system; maintenance of training facilities directed to in- 
creasing proficiency of hospital personnel; and management and professional 
direction by headquarters’ staffs. While the Government is, in effect, a self- 
insurer against property and liability damages, such expenses cannot be ex- 
cluded from a computation of total cost of patient care. 

There should also be included the costs of fringe benefits provided personnel. 
Such benefits for military personnel include free life insurance, medical care 
for the serviceman and his dependents, noncontributory retirement, as well as a 
number of minor benefits which are not susceptible to cost analysis. The Gov- 
ernment also contributes toward the retirement and life insurance of its civilian 
personnel. While we have included certain of the fringe benefits in our compu- 
tations, you can appreciate our concern that their costs not be regarded as 
definitive. 

Working with limited information and conceding that cost analyses of these 
expenses are not maintained, we have estimated that the above components of 
hospital expense contribute the following approximate amounts to the cost per 
paitent-day of providing care for dependents in military hospitals: 


Depreciation________- 5 ts Seniesa Sk dciled i etacn i thant Naascsincidiasaabrabataacibig: contacts oe $1. 25 
I Oe ee ee ee 
nn a as Se ae . . 45 
Education and training________- its od ast oe Sul ee cchlae tee . 83 
Headquarters overhead £20 ot ee, eid ath ee eee as’ 388 
aaebility and property insurance:..........-~....._.....-..._.- trained . 20 
Fringe benefits : 
Life insurance_____- Andee lapsadiseasdite tig eed ead added el A eee as a. . 50 
seeerea) and dental eire.. 9 Oe pace . 45 
Retirement ........... bavaigte lect SEEN Sa ae ee 1 5s ei og | seas Soe 1. 70 
NN ce a ag ae a Re ae ee ee . << 
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If these costs were added to the $27.50 uniformed service reimbursement: rate, 
the total expense would approximate $36. 

The estimate of costs in military hospitals represents our best judgment at 
this time, and has been concurred in by the Assistant Secretary of Defense 
(Health and Medical). We would want the $36 figure regarded as provisional 
only in view of the imponderables involved in such an analysis. The executive 
agent has assured us that data as to payments by the Government when utilizing 
community resources for dependent patient care will be forthcoming as the result 
of a special study which has been initiated. We share your interest in the find- 
ings of this study. 

Sincerely yours, 
Rosert EF. MERRIAM, Assistant Director. 


ADVISORY COMMITTEE RECOMMENDATIONS 


The advisory committee made the following recommendations: 


1. That, at such time as reasonably complete records of 1 year of operation of 
the program are available, a comprehensive statistical study be made by a nev- 
tral agency, under contract, to determine costs of comparable cases in uniformed 
services as against civilian facilities. 

2. That an agency, or agencies, be appointed to determine the adequacy of uni- 
formed services medical facilities in designated areas and to determine whether 
such facilities are being utilized to the optimum. 

3. That, pending completion of these studies and until their results are known 
to indicate that fredom of choice should be restricted, no action be taken to elim- 
inate “freedom of choice” solely for the purpose of implied economy. 


COST PER PATIENT-DAY 


To bring the above recommendations into proper perspective, the 
following cost figures per patient-day for the three services for fiscal 
year lf 57 and for DMCA are set forth: 


Peet. oe ee ees inkl ire Santon snc an oe los 
elias tad ih ennai Schick eames ithe wm avircece ceeded 
SRR Oe heh ble te bial Seiten ss nb Snes ik dicen cy ssc aes 
Te id ee ey ae i oo acacia alana 


COST STUDY 


Who sponsored the recommendations made by the committee regard- 
ing the need for an extensive cost study ? 

General Rostnson. That was the Office for Dependents Medical 
Care. That was our recommendation to the committee. 

Mr. Sueprarp. Have any of the studies recommended by your 
November 1, 1957, meeting been initiated to date ? 

Dr. Berry. Yes, sir. I mentioned the committee that has been 
appointed by the armed services, the Bureau of the Budget, American 
Hospital Association representatives and ourselves, trying to agree 
upon certain cost figures, sir. They have only come up with a pre- 
liminary report. 

Mr. Sueprarp. What neutral agency is conducting the study and 
when is it to be anticipated that the study will be complete in the 
neutral agencies involved over and above those you have indicated! 
I use the word “neutral” for a different purpose. 

Dr. Berry. I thought the first study should be made by different 
groups having slightly different points of view. 

Now, when you come to a neutral agency, I haven’t crystallized that. 
I would like General Robinson to tell what he had in mind. 
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General Rosrnson. I had in mind that if it was necessary to really 
find out what the costs were, that possibly a 3-year study would be 
required on a very detailed basis that my office is not prepared in any 
way to make. 


COST OF DEPENDENT CARE AT MILITARY HOSPITALS 


Mr. Suerrarp. The cost of dependent care at military hospitals can 
be computed in two ways. One is the pro rata theory, which appar- 
ently was followed by the Bureau of the Budget when it prepared 
an estimate. The other method is referred to as the additive-cost 
method. Under the latter method, only those costs that are directly 
related to dependent care are taken into consideration. It would 
seem that the additive method has some validity in that the major 
portion of administrative, professional personnel, and civilian per- 
sonnel costs would be incurred to fulfill the military obligation even 
though no dependents were cared for. 

In support of the additive method, the Army, which had a daily 
average patient cost of $26.42 for fiscal year 1957, stated while it could 
not determine what the additional cost for dependent care would be, 
it would be somewhat less than the $26.42, providing their hospitals 
were not obtaining optimum utilization of beds allocated to dependent 
care. 

The Navy has expressed the opinion that additional dependents 
could be cared for at some facilities with practically no additional 
cost and at other hospitals the additional cost would range from two- 
thirds or three-fourths of their 1957 average daily rate of $16.24. 

The Air Force has estimated that additional dependent care up to 
the optimum utilization of their facilities could be provided at approx- 
imately $10 per patient-day. 


VALIDITY OF BUREAU OF THE BUDGET COST ESTIMATES 


If you are familiar with the cost developed by the Bureau of the 
Budget, what is your opinion concerning its validity ? 

Dr. Berry. Of the two methods, sir? 

Mr. Suerrarp. Of the Bureau of the Budget’s estimate. 

Dr. Berry. The Bureau of the Budget alone, I think, realized that 
this was merely a temporary estimate, and they were very satisfied 
when we asked them to meet with these other agencies, to try and 
arrive at a figure and a method agreeable to all. 
preliminary estimate, sir. 
this other method. 

Mr. Sueprarp. I would like to have the same question of the Army, 
Navy, and Air Force for their reaction. 

Either of you gentlemen may speak to it. 


There was merely a 
I was not satisfied with it and suggested 


ARMY COSTS 


General Hays. I am from the Army, sir. I am of the opinion that 
the $36 figure expressed by the Bureau of the Budget is of question- 
able validity. Composition of this figure is as follows: 

First, reimbursable rate for dependents in Federal hospitals, $27.50; 
depreciation of hospital buildings, $1.20; cost of outpatient care, $3; 
cost of medical care supply system overhead, 45 cents; cost of educa- 
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tion and training of military personnel, 85 cents. Cost of Sur 
General’s Office overhead, 20 cents. Cost of insurance, 20 cents, And 
the three following fringe benefits: Retirement, $1.70; health ingur- 
ance, 45 cents; life insurance, 50 cents. 

The reimbursable rate used in this composition is a figure estab. 
lished by the Bureau of the Budget on the basis on a one-time study 
of fiscal year 1956, costs at selec ted hospitals. These costs are in- 
flated due to the fact. that it is impossible to refinance costs incurred 
by military hospitals so as to completely eliminate the costs which 
accrue to some extent throughout the accounts structure, due to the 
mobilization preparedness mission of the peacetime army. 

Some of these costs are preventive medicine, control of communicable 
diseases, mobilization training, enforcement of sanitation standards, 
enforcement of physical and mental standards, and similar items. 

The add-on figures used to arrive at the $36 figure are individually 
discussed below: Depreciation, computation used by the Bureau of 
the Budget in determining the add-on for depreciation, was predicated 
on a replacement cost $18,000 per occupied bed. It is evident that this 
cost is not realistic, since the majority of military facilities are nota 
permanent-type construction, were built many years ago at a cost 
far less than the above figure. As of June 1, 1957, active Army hos- 
pitals in the continental United States had a constructed capacity 
of approximately 44,000 beds. Of this total only 1,376 beds were in 
facilities constructed or acquired since World W ~ II. 

The second add-on figure was outpatient care. I do not understand 
why this item is added in the reimbursable rate since outpatient serv- 
ices rendered prior or subsequent to hospitalization are not considered 
as an element of inpatient cost, either by military or civilian hospitals. 

The third add-on cost. is the overhead for the military medical sup- 
ply system overhead. While it is admitted that some element of cost 
accrues to hospital operations due to operation of the military medical 
supply system, the complexity of this area makes it impossible to 
determine exactly what this cost should be. It must be recognized that 
the supply management activities of the Army include such activities 
as maintenance of medical equipment, procurement of storage for 
mobilization, research requirements, assembly operations for other 
Government agencies, et cetera. It should also be remembered that 
supplies purchased from the stock fund include a charge for overhead 
in the standard price which is charged directly to inpatient care. 

At local procurement of nonstandard items which are costed as pur- 
chase prices, they obviously include overhead and a profit factor for 
the vendor. In addition to these items at those hospitals where a 
retail branch of Army stock fund is operating, hospital personnel 
operate the medical supply distribution and maintenance system and 
to include a charge for overhead for these personnel constitutes dupli- 
cate costing. It is therefore considered that any attempt to identify 
that portion of these activities relating directly to the care of in- 
patients is mere speculation. 

The fourth add-on cost, education and training of military person- 
nel: I am unable to determine the source of the figure used for the 
personnel in training in arriving at this add-on figure. However, if 
it includes salaries of enlisted personnel who receive basic training, 
and officer personnel who receive orientation training in medical in- 
stallations, it is considered these costs should be eliminated as having 
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no relation to the care of patients, but rather to the mobilization poten- 
tial and the preparedness potential of the military service. 

The next add-on was the Surgeon General’s Office overhead. While 
it is difficult to determine the precise pro rata of costs incurred in 
the operation of the Surgeon General’s Office which should be charged 
to inpatient care, 20 percent of gross cost used by the Bureau of the 
Budget appears to be a reasonable estimate. 

Insurance: It is my opinion that this item should be eliminated 
from this computation, since protection from the types of liability 
normally covered by the insurance carried by hospitals and doctors 
other than liability for malpractice is provided by the Government 
and the cost of such protection is included in the cost on which the 
reimbursable rate was based. 

In the cost of liability for malpractice, no excess costs accrue to the 
Government in the case of such claims. 

Retirement benefits: This cost was computed by applying the 614 
percent of base salaries established in civil-service retirement system 
as a cost to the Government, to the total military pay and allowances, 
and civilian salaries included in the cost per inpatient day. 

It should be noted, however, that the majority of the military per- 
sonnel engaged in inpatient care are noncareer personnel who will 
receive no benefit from the military retirement system. It is recog- 
nized that some percentage of civilian personnel will also leave the 
Government service before qualifying for retirement benefits. _How- 
ever, in order to determine the realistic cost to the Government for 
retirement, it would be necessary to establish the relative number of 
each category who will eventually receive retirement benefits under 
each system. 

In this connection, it should be remembered that those civilian em- 
ployees who withdraw their contribution from the civil-service retire- 
ment fund will also be paid accrued interest at a cost to the Govern- 
ment. 

The next add-on item is health insurance. This add-on cost is 
apparently intended to reflect the cost to the Government of providing 
potential medical care to the military staff of the hospitals and their 
dependents and is based on the average pay and allowances of military 
personnel. It should be noted, however, that should a member of the 
staff or his dependent be admitted to the hospital at which he is serving, 
the salary of the staff member continues to be charged to the net in- 
patient cost unless and until he is detached from the staff. 

It would appear, therefore, that this add-on cost also constitutes 
duplicate costing. 

Next is life insurance. This add-on should be eliminated, since no 
free life insurance is provided to military personnel, since the cost. to 
the Government of a civilian employee’s insurance is reflected in the 
costs upon which the reimbursable rate was based. 


NAVY COSTS 


Mr. Suerrarp. The Navy’s comments? 

Admiral Gitmorr. I am Rear Adm. Frank P. Gilmore, on duty as 
Assistant Chief, Bureau of Medicine and Surgery for Planning and 
Logistics. 


25095—58 46 














To be brief, we have the same reservations with respect to the basic 
vate and the add-on items that General Hayes has so ably presented 
to you just now. In addition to that, we would like to make a few 
additional comments, if we may. 

In the development of this cost of $36, the Bureau of the Budget de- 
veloped an estimated cost for care of dependents in military hos- 
pitals and then added these indirect costs. 

This cost does not, however, appear to provide true comparability 
with civilian costs as all the effort, apparently, has been expended in 
adding on costs, but there appears to be little or no effort in sub- 
tracting costs, which would have been appropriate to make a true 
comparison. 

There are military-post functions, which are supported by military 
hospitals and not supported by civilian hospitals, including such items 
as those pertaining to the military mission of naval hospitals, involving 
their mobilization capacity and readiness. Other costs, properly de- 
ductible in the interest of comparability, would be fire and _ police 
protection, provided by the military, but not included in civilian- 
hospital costs. 

In addition, there are such things as chaplain services, and items 
with respect to welfare, morale, and recreation of patients and staff. 

Those items referable to military discipline—such as masts, courts- 
martial, and boards of investigation—military records, including pa- 
tient pay accounts, health and service records, and generally, water 
service, garbage pickup, sewage disposal, and ambulance services... In 
the latter instance there is extremely little ambulance service provided 
to dependents, and yet it is included in the military costs. 

There was another cost of $22.70 provided on a tentative basis by 
a Department of Defense committee in March of this year. It is 
understood to be not a final figure, and it is subject to further adjust- 
ments for more complete refinement. 

This figure also is intended to represent an average for all military 
hospitals, and is not relatable to any 1 military service, nor to any 
1 hospital. 

Our Bureau has computed costs of dependent hospitalization at 
four naval hospitals—Beaufort, S. C., Philadelphia, Pa., St. Albans, 
N. Y., and Chelsea, Mass. 

These analyses were based upon an incremental, or additive, con- 
cept of costing, which recognizes that the primary mission of a naval 
hospital is to care for the military personnel, and that costs attrib- 
utable to dependents should be only those which would be saved in 
the event dependent hospitalization were eliminated. 

This method, of course, does not include salary costs unless they 
constitute a full-time equivalent, and it involves proration of other 
expenses only when they are significant or directly ascertainable. 

As more concrete examples, it seems rather odd to include a portion 
of the salary of the commanding officer, his secretary, or the chief of 
a clinical service, or cleaning the lobby or entrance or maintaining 
the elevators of a hospital, or upkeep of the grounds, because those 
costs would be present whether there were dependents in the hospital 
or not. 

Similarly, the utility system, and a great portion of the upkeep 
of building spaces, are, under this concept, not prorated to dependents, 
and we believe that it is improper to do so. 
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A true comparison, as I understand, is underway, but it is a con- 
siderably complicated proc edure, with many arguments pro and con 
on individual items, for inclusion or exclusion. 


AIR FORCE COMMENTS ON COST ESTIMATES 


Mr. Sueprarp. Comments by the Air Force? 

General Octz. I am Maj. Gen. Dan Ogle, Surgeon General of the 
Air Force, Mr. Chairman. We are in general agreement with the 
discussion presented by General Hays, of the Army. We have sub- 
mitted to thei investigative staff of this committee a letter of April 11, 
in which the opening statement is: 

The $36 figure which was developed by the Bureau of the Budget is, in the 
opinion of the United States Air Force, invalid. 

The statement is short and, I presume, is a matter of record. 

Mr: Suerprarv. During the fiscal year 1957, your average daily 

patient cost was: Navy, $16. 94; Army, $26.42 ; and Air Fore e, $24. 64. 


ADDITIONAL COST OF LESS THAN OPTIMUM USE OF GOVERNMENT FACILITIES 


To the extent that you are not making optimum utilization of the 
dependent section of your hospital, if you did so, how would the addi- 
tional cost compare to your average dally cost ? 

That is, including the Army, “Navy, and Air Force, of course, in 
the figures that I have just indicated. 

General Hays. Mr. Chairman, I think that is obvious; that, at an 
installation which does not have optimum utilization at the present 
time, the taking on of an additional workload will be at a lesser cost 
per unit than the present cost per unit. 

I am most reluctant to make any specific estimates. I think that 
your ree question illustrates that. You said that at some hospi- 
tals the Navy said they could take on additional work for practically 
nothing, other hospitals said from two-thirds to three-fourths, and 
you quoted the Air Force as saying $10 a day. Thus, we already have 
3 or 4 opinions on it. All I would like to say is that it could be done 
at a somewhat lesser cost, but I am not prepared to make a specific 
estimate. 

Mr. Suepparp. Are there any specific comments from the Navy ? 

Admiral Gitmore. One or two, please, sir. 

First, I believe that the estimate that there could be additional 
dependent patients taken care of at little or no cost came from a 
comment, I believe, from one hospital. In the overall picture, we feel 
that we could take care of more dependents. In the first fiscal year 
we believe the cost would be more, because rehabilitation of closed 
spaces, refurbishing where indicated, and required, and in some cases 
the addition of certain niceties that are in the present day considered 
necessities, in order to put us on a more comparable basis with civilian 
activities. 

I am thinking of some additional semiprivate rooms, such things 
as occasionally air-conditioning units for seriously ill patients in 
more tropical climates. 

After the first year we feel that the cost would be comparable to, 
or a little less than, what our prior experience has been in average 
cost per patient day. 
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Mr. Sueprarp. Air Force comments on the issue ? 

General Ocie. We could take patients in hospitals with no added 
costs in some hospitals but maybe the patients are not there. 

Where we have to add staff or facilities, the cost will increase 
proportionately. On an average basis we feel the additional cost 
across the board would be $10. 

Mr. SuHepparp. Very well. Thank you. 


ABILITY OF SERVICES TO FURNISH ADDITIONAL MEDICAL CARE IN 
GOVERNMENT FACILITIES AT LOWER COSTS 


Is there any doubt in your mind that you could furnish additional 
dependent care up to the optimum utilization of your facility at. less 
cost than there is being incurred under DMCA? That is a general 
question across the board, gentlemen. 

General Hays. The answer is no. 

Mr. Suepparp. Navy? 

Admiral-Grumore. We feel we could, sir. 

Mr. Suepparp. Air Force? 

General Oetx. No doubt. 

Mr. Suepparp. In view of the comments of the Army, Navy, and 
Air Force, do you not feel that if the dependent portion of service 
facilities is not being used to the optimum that it could be possible to 
provide dependent care at a considerable savings to the taxpayer? 

Dr. Berry. I can’t answer that accurately because of the question: 
Are we going to use the same personnel or with addition of personnel! 

Mr. Sueprarp. That depends upon what the requirements may be 
in order to operate the plant successfully and accommodate its load 
factor? 

Dr. Berry. That is what I mean. I think the program itself was 
designed as an additional expense. I think, to go back, any full- 
time staff, full-time operation, is cheaper than an operation which in- 
cludes both hospital expenses and physicians’ bills. 


DETERMINATION OF RELATIVE COSTS IN MILITARY AND CIVILIAN FACILITIES 


Mr. Sueprarp. In view of the comments of the Army, Navy, and 
Air Force, do you feel that a survey is necessary to determine the 
relative cost of dependent care in military and civilian facilities? 

Dr. Berry. Yes, I do. I think we should get together on what is 
a fair approximation and try to work out similar standards, which 
we are trying to’ do. 

Mr. Suepparp. Is it contemplated that you might achieve that end 
in the next fiscal year ? 

Dr. Berry. Yes. I think so. You have been represented on the 
committee, Admiral Gilmore. We could work out an accounting 
within the next fiscal year, yes. 


LIMITATION ON FREE CHOICE 


Mr. Suepparp. It is understood that the Air Force has gone on 
record within its own organization as favoring a limitation of free 
choice but did not make a formal request to DOD. 

My question is, Do you still feel that free choice should be limited 
and, if so, why have you not gone on record in this regard with DOD? 
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General Octx. Mr. Chairman, when we first discovered that we 
were losing dependent care within our military hospitals, we believed 
that a large portion of that could be retained by the military hospital, 

providing some equitable method of limiting their transfer to civilian 
a could be instituted. 

We had in mind that we would have better training facilities, better 
staff utilization, and could provide as good care for the dependent as 
he was receiving, or she was receiving, elsewhere. 

On detailed study of methods whereby such limitation of care 
could be managed, the establishment of limitation of this care pre- 
sents problems ‘which were rather great. 

As a consequence, while we still believe that the military hospital 
should do a maximum portion of the dependent military care, medical 
care, we have attempted, instes ad of asking for administrative re- 
strictions, to use an advertising campaign, if you will, sending letters 
to base surgeons and commanders and columns within newspapers 
and public news releases to the various military communities, in at- 
tempting to solve the same thing without encroaching on the free 
choice or attempting to devise some administrative procedure whereby 
this care can be limited in civilian facilities. 

Mr. Suerrarp. What success have you met with in that procedure 
so far? 

General Octx. Primarily the success has been the full-hearted 
agreement and cooperation of both the base administrative command 
personnel and the medical personnel in taking this problem to the base 
people. 

There is, we feel, a detectable, though minor, improvement. 

Dr. Berry. Could I add to that, sir? 

Mr. Suerparp. Yes, if you will. 

Dr. Berry. It was my privilege recently to v ‘sit an Air Force hos- 
pital, a very fine one, in Texas. They h: id not been doing obstetrics 
there because they did not have an obstetrician. They were well sup- 
ported by the civilian community. They have reinstituted their 
obstetrical program, because a new comm: anding officer assigned is a 
recognized obstetrician and they are building up their obstetrical load. 


DECLINE IN BIRTHS IN AIR FORCE HOSPITALS 


Mr. Surprarp. I would like to ask the Air Force this: A report set 
forth that during the first year that DMCA has been in operation, 
the number of live births at Air Force hospitals has declined approx- 
imately 33 percent. What effect has DMCA had on the optimum util- 
ization of your hospital facilities that might be indicative or clear up 
by information rel: ativ e to the 33 percent aspect ? 

General Ocie. Mr. Chairman, some of that decline was not related 
directly to the operation of the dependents medical care program. It 
was due to a lack of proper obstetrical facilities in many of our smaller 
hospitals, where it is difficult and uneconomical to establish an obste- 
trical department. for a relatively small community of cases. The 
percentage of decline in our larger hospitals, where it is economically 
and profession: uly sound to establish and maintain an obstetrical de- 
partment has been very much less. 

Mr. Suerrarp. What effect has DMCA had on services performed 


for dependents at your hospitals? Has it been necessary to curtail 
any services 4 
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If so, what type of services, please ? 

General Octx. We have eliminated some obstetrical services. 

Mr. Sueprarp. Would you explain in the record as to what par- 
ticular geographical areas and the numerical amount ? 

General ‘Oc LE. I could say in general they have been eliminated 
primarily in smaller hospitals that happen to be situated in metro- 
rn areas where the service was available through civilian sources, 

Mr. Suerparp. Will you put the clarifying remark in the record # 

(The following additional statement was submitted.) 


Obstetrical care has been reduced or eliminated at eight Air Force hospitals 
in the continental United States. This has been accomplished for a variety of 
reasons. The basis involved, together with the extent of the reduction and the 
reasons therefor are shown below : 


Live births per month 


| 
Average! Loss 
Base and location October| calen-*|January| since Reasons 
} 1956 jdar year 1958 | medi- 
| care 


Ellington, Tex. --..- 85 | 23 | 85 | The hospital commander closed the service dur- 

| } ing October 1957 because of the low utilization 
experienced subsequent to the effective date of 
the Dependents’ Medical Care Act. 

PONE, EM nccssses 5 20 | 5 | Service was closed during September 1957 because 

of the lack of an obstetrician and funds. It 
has not reopened, as the base is scheduled to 
close. 

Luke, Ariz 58 ; Service was closed January 1957 due to the lack 

| of a qualified obstetrician. It will be reopened. 

Malmstrom, Mont- - 5 : 35 | Obstetrical service was curtailed in July 1957 

because of the loss of an obstetrical specialist, 

It is now in the process of being reestablished, 

McClellan, Calif- = j DP Rectan cow 5 | A reduction in the utilization of the service since 

| | medicare resulted in a headquarters’ directed 

consolidation of that service with the obstetrical 

service of Mather AFB which is about 11 miles 
away 

The obstetrical service was eliminated in August 
1957 because of fund limitations and the lack 
of an obstetrician. 

Service was eliminated in February 1957 because 
of the lack of an obstetrician. It has since 
been reopened. 

Service has never really been curtailed or elim- 
inated. The reduction has been due to the 
Dependents’ Medical Care Act and through 
the efforts of the surgeon and the base com- 
mander it is being regained. 


Palm Beach, Fla-.--| 
Perrin, Tex-. 


Walker, N. Mex 








| 


EFFECT OF DMCA ON UTILIZATION OF ARMY FACILITIES 


During the first year DMCA was in operation, the daily average 
of occupied beds by dependents declined as did the number of live 
births. I am addressing this to the Army. 

What effect has DMCA had on the optimum utilization of that 
portion of your facilities devoted to dependent care / 

General Hays. In some instances, Mr. Chairman, we were previ- 
ously overcrowded, and in those places the care has improved because 
we can now render better care. This was particularly true in some 
of our obstetrical services, where our staff and facilities were such 
that we had to turn mothers out 2 days after the birth of the child, 
and we are now able to hold onto them for 4 or 5 or 6 days, which 
is much more optimum care. 

Other than that, I think there has been very little effect on the 
quality of care that has been rendered. I might say this, that it 





has given us the opportunity to devote more doctors’ and nurses’ 
time to outpatients. 

Our outpatient clinics were very much overcrowded in many 
places prior to the Medicare Act, and they are still very much over- 
crowded. Some of those places where our inpatient care has dropped 
off, we have been able to devote more time and attention to outpatient 
care. 

RESTRICTIONS ON FREE CHOICE 


Mr. Suerrarp. If there is a further decline in the number of 
occupied beds by dependents, at what point would you feel that 
freedom of choice should be restricted ? 

General Hays. Mr. Chairman, that is a very difficult question, 
which goes into the whole problem of free choice. 

Yesterday I listed six factors which in my opinion enter into this 
whole problem of free choice. 

On the one side, I entered the factors of cost and of the training 
programs in our hospitals. 

When we have a larger number of dependents in our hospitals, 
the cost is probably somewhat less per unit, and our professional 
training programs in our teaching hospitals have more clinical ma- 
terial. 

On the other side of the ledger, I think we have to list the morale 
of troops, the cooperation or lack of cooperation of the civilian medi- 
cal profession and the element of competition. 

I might explain that this way: I feel that, since Medicare, our 
hospitals, our doctors, have been in more competition with somebody 
else than they were before. They do not any longer have a captive 
group. I think that has reflected beneficially on the type of treat- 
ment that we give. It is only human that where there is competition, 
you strive just a little bit harder. 

The sixth factor that I listed, General Ogle has already mentioned, 
and that is the problem of administration of a restriction on free 
choice. 

In answer to your question specifically, at what point, I would recom- 
mend the restriction of free choice. I can only say that we have not 
yet arrived at that point. 

Mr. Suerparp. And you do not anticipate arriving at it in the 
immediate future ? 

General Hays. I don’t anticipate arriving at it in the foreseeable 
future. 


EFFECT OF DEPENDENT’S MEDICAL CARE ACT ON NAVY MEDICAL FACILITIES 
UTILIZATION 


Mr. Suerrarp. Our information is that during the first year De- 
pendents’ Medical Care Act was in operation the daily average of oc- 
cupied beds by Navy dependents declined as did the number of live 
births. 

Admiral Gitmorr. From calendar 1956 to 1957 we dropped off on 
daily occupied beds from 1,630 to 1,448. We dropped off in live 
births 35 percent. This is in naval hospitals only, from 43,900 to 
28,568. It has decreased our obstetrical training load. We are plan- 
hing on starting in residency training this July 1, 9 in place of 19. 





726 


However, it has improved, as General Hays mentioned, our length of 
patient stay. We had some crowded areas in which we were putting 
patients out after normal deliveries within 2 days, and now we are 
retaining them a more realistic 4 or 5 days. 

I would like to suggest that our main area of competition, with the 
exception of the military exigencies, and that is that military services 
generally have a higher turnover of personnel, and a patient cannot 
always be sure of seeing the same doctor through the whole period if 
it is a confinement case, for example. We are trying to provide more 
personalized service but our main area of competition is in facilities 
rather than professional care. Our professional care, we feel, has been 
of a very high order. Our morbidity and mortality statistics speak 
very highly for themselves. In San Diego a few years back they 
delivered 4,159 babies. The maternal mortality was zero. The 
county medical society doubted it, so I invited them over and we looked 
it up and found it had been 6 years since we had a maternal mortality 
due to the obstetrical condition. Some of them died from accidents 
and other causes but from their OB condition the mortality had been 
zero for over 6 years. 


RESTRICTION ON FREE CHOICE 


Mr. Suerrarp. I ask you the same general question as I did the 
Army: 

If there is a further decline in the number of occupied beds by de- 
pendents, at what point do you feel that freedom of choice should 
be restricted ? 

Admiral Girmore. We feel the Dependents’ Medical Care Act really 
assumed full-scale operation about March a year ago. We have felt 
there has been a definite drop but it has been a little too early to gather 
adequate experience to make distinct and definite recommendations. 
We have made inquiry as of last fall of the Department of Defense as 
to viewpoints based upon your inquiry here of about a year ago. The 
response at that time was to the effect that the consultants had met 
December 1, or thereabouts, and felt that we should have more ex- 
perience before making any concrete recommendations. 

Mr. Sueprrarp. I am asking you because of your long experience in 
your position, your personal opinion. I am not particularly in- 
terested in the experts at the moment, or other experts other than 
yourself. 

Admiral Grumore. Thank you, sir. 

Mr. Suepparp. What is your opinion personally / 

Admiral Gitmore. I feel, sir, as long as we are still running 1,448 
daily average occupied beds, and that we are delivering 28,500 ob- 
stetrical patients per year, I do not think that the time has yet come 
to propose withdrawing from service personnel, 82 percent of them 
being from enlisted ranks, withdrawing from them a fringe benefit 
which we have just given to them approximately 15 months ago. 

I think that the time has been too short to judge appropriately 
what effect it might have on morale, but more specifically on such 
things as reenlistment rate. 





PREFERRED RATES 


Mr. Suerparv. Dr. Berry, would you please inform the com- 
mittee of your action in requesting that Blue Cross and the American 
Hospital Association preferred rates be available to Mutual of Omaha 
and the action taken by the hospitals. 

Dr. Berry. Yes, sir; we will communicate and inform the com- 
mittee. 

Mr. Suerparp. Thank you very much, gentlemen. 


EFFECT OF DMCA ON NAVY MEDICAL TRAINING PROGRAMS 


Mr. Suerrarp. Addressing my next comments to the Navy, the 

Navy has advised that as a result of Dependents’ Medical Care Act 
the number of new residencies for fiscal year 1959 in obstetrics will 
be reduced from 19 to 9. It has stated that the decline in obstetrics 
has not yet stabilized suffic ny to predict the future adequacy of 
obstetrical workload. Oakland Naval Hospital has stated in regard 
to training that— 


The deterioration of the obstetrical service brought about by the free choice 
provisions of Medicare, if permitted to continue its present trends, will have a 
catastrophic effect on the intern and residency training programs at this hospital. 

My question is: What effect has DMCA had on your training pro- 
grams to date? What will be the effect if the trend to DMCA 
continues ¢ 

Admiral Gitmore. There is no question that there has been a del- 
eterious effect by the drop in obstetrical cases in Oakland. In 
calendar year 1955, there were 2,705 deliveries; and in 1957 there 
were 1,430. This reduction in our program has struck us in several 
areas, more particularly in those close to the large urban develop- 
ments. From calendar year 1956 to 1957, at San Diego, our ob- 
stetries has dropped down 53 percent; at St. Albans, 44 percent; 
Portsmouth, Va., 43 percent; Oakland, Calif., 48 percent; Great 
Lakes, 53 percent; Corpus Christi, 41 percent; and Chelsea, 53 per- 
cent. ‘Those are seven areas in which it has been deleterious to our 
training program. 

In Corpus Christi, only interns are being trained; and in the others 
both interns and residents are being trained at the present time. 
That number is definitely decreasing because of the lack of adequate 
numbers of obstetrical cases. 

There is a somewhat compensatory increase in longer term non- 
obstetrical cases over and above what we had before, but the overall 
effect on the residency training program has been downward. 

Mr. Suepprarp. Do you feel that the effect of DMCA on your train- 
ing program justifies a request. at the present time that free choice be 
restricted in any particular area? Yes or no. 

Admiral Grumore. We do not feel as yet that sufficient time has 
elapsed, Mr. C hairman. If it continues at that level or goes lower, 
then of course it would be reevaluated as we go along. 

Mr. Suerrarv. What criteria would you use to determine when 
the impact on your training program justified a request that free 
choice be limited ? 
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Admiral Grimore. That is a matter, I believe, for conjecture and 
personal opinion. It has dropped 35 percent in deliveries. If that 
drop were to be in the neighborhood of 45 to 50 percent—again this 
iS only my own personal opinion—in ove rall figures, then I think 
serious thought should be given to possible change, particularly in 
the training areas 


EFFECT OF DMCA ON ARMY MEDICAL TRAINING PROGRAM 


Mr. Sueprparp. The next question is addressed to the Army. The 
Army has advised that DMCA has had an impact upon its obstetrical 
training program. At the present time the Army has a need for 193 
obstetrical and gynecological specialists but will ‘have only 64 by the 
end of fiscal year 1958. As a result of DMCA, the Army has had to 
have some of its obstetrical residents trained in part at least either 
at other Army hospitals or at civilian hospitals. 

My question is, what effect has DMCA had on your training pro- 
crams to date, and what will be the effect if the trend to DMCA 
continues ? 

General Hays. It has had no effect except in the area of obstetrics, 
There, because of a dropoff in obstetrical workload which is quite 
comparable to the figures given by Admiral Gilmore for the Navy, 
we have had to resort to an affiliation program in a few of our hospi- 
tals. 

For example, our residents at Walter Reed all spend part of their 
time at Fort Belvoir. We have done the same thing at Fitzsimons 
Hospital in Denver, and Brooke Hospital in San Antonio. At San 
Antonio we have affiliated with a civilian hospital to get a certain 
amount of this training. 

I might point out, Mr. Chairman, that this matter of affiliation is 
one which is quite commonly practiced by civilian hospitals, not only 
in the field of obstetrics but also in other fields, to get the types of 
cases which the particular teaching hospital may not have. 

In answer to the second part of your question, to what point we 
would have to go before I would recommend a restriction, I think I 
would have to refer to my answer this morning in the general area 
of free choice. 


EFFECT OF DMCA COST ON NAVY MEDICAL BUDGET 


Mr. Suerparp. The Navy has advised that, because of estimated in- 
creases in DMCA for the Navy during fiscal year 1959, it will be 
necessary to transfer approximately $3 million from the funds re- 
quested for its medical operations to support the costs of DMCA. 

My question is, What services will be curtailed as a result of the 
transfer of the $3 million to DMCA funds? 

Admiral Gitmorr. This was a transfer involved in the markup by 
the Bureau of the Budget of the fiscal year 1959 estimates. In the 
main, they would have to come from maintenance and operation of our 
hospitals, because that is where the larger portion of our money lies. 

Mr. Suerrarp. Just a minute. Why do you people persistently pick 
on the maintenance program as a soft place to go for your money? 

Admiral Grumorer. I think the reason is fairly obvious, sir. If we 
have a choice between giving the patient a special drug or rehabili- 
tating the place, let us say painting the room, obviously our choice 
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would be for direct care of the patient. We prepared as of probably 
3 or-4 years ago a priority list from which funds would be extracted 
from the bottom first. That comprised initially such things as guards. 
Then as we went on up the priority list it included maintenance of 
inoperative buildings, closed buildings. As we go up the list further, 
it includes external maintenance of buildings housing patients. Then 
the direct patient care costs come at the top of the list. 

It is more costly in the long run to let our maintenance go, but we 
still feel, sir, that the direct care of the patients is of the greatest 
moment initially. 

Mr. Suepparp. I can well understand the comparison which you are 
drawing insofar as your efforts are concerned, but I do not think that 
justifies the procedure. What I am saying definitely is not in any 
manner to depreciate the intensity of the care of the patients. That is 
not what I mean. 

Admiral Gitmore. I understand, sir. 
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Mr. Sreprarp. It does occur to me that quite frequently over the 
past many years—and it is not confined to one branch of the service, 
gentlemen—you have appeared before the committee and justified 
your requirement in your maintenance funds to keep yourself from 
getting into a semiobsolescent category. We all know that if your 
maintenance program is deferred long enough, you go into a dimin- 
ishing-return reaction, which is a very costly experience. 

Admiral Grumore. That is correct, sir. 

Mr. Sueprarp. It impresses me individually—and I am speaking 
for myself only at the moment, for my colleagues are fully capable of 
expressing their views—that the budgeting operation, with due re- 
spect to all concerned, would be better justitied upon the premise 
of need in the respective categories where the funds are needed, to the 
degree needed, so you do not have to reach over and, hypothetically, 
be borrowing from Paul to pay Peter, and vice versa. It is an end- 
less situation. In many instances it has been very clearly indicated to 
bea very costly one. I think in your experience as Comptroller you 
would agree with that. 

Admiral Giumore. Yes, sir; most certainly. 

Mr. Suerrarp. Will this transfer of funds make your facilities 
less attractive to dependents? 

Admiral Grimore. In the overall picture somewhat, although in 
the past couple of years we have tried to place more emphasis on the 
portions of the building that are being utilized by dependents. 


EFFECT OF DMCA COSTS ON OTHER ARMY PROGRAMS 





Mr. Suerrarp. My next question is addressed to the Army gentle- 
men. 

The Army has advised that additional Dependents’ Medical Care 
Act funds are being obtained by transfer of funds from “Operation 
and maintenance.” 

My question is, Does this type of funding eliminate any incentive 
to provide care to dependents within your own facilities? 

General Hays. The answer is “No.” 
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Mr. Sueprarp. What projects or services were curtailed as a result 
of this transfer of funds as of the latest time that you can inform 
the committee ¢ 

General Travus. Mr. Chairman, I shall undertake to be as responsiyg 
as I can to that question. My answer to the specific question as to 
what in the operation and maintenance field was curtailed cannot be 
given in isolation. There were various other restrictions, as you know 
throughout the entire year, expenditure limitations, limitations on 
the obligational authority made available, and this one. 

Those have been made the subject of an insertion in the record and 
I believe, sir, an examination of that would come as close as I could 
at this time to answering the question. 


EFFECT OF DEPENDENTS MEDICAL CARE ALLOWANCE COSTS ON OTHER alr 
FORCE PROGRAMS 









































Mr. Suepparp. I repeat the same question to the Air Force repre- 
sentative. 

General Octe. In our report to your investigating committee, we 
reported that there was an increase required in the amount originally 
estimated for dependents care; $4.6 million of the increase which was 
transferred from funds available came from medical funds, and we 
have been told that the rest of the money, $9.1 million, can be obtained 
from some moneys being made available outside of normal medical 
budget. 

Mr. Suepprarp. From what categories within the departmental 
fuuctions was the money that you referred to subtracted ? 

General Octe. Primarily from the operation and maintenance 
funds, as previously stated by the other departments. At some of 
our smaller facilities it has been necessary to procure civilian con- 
sultant services to make up for lack of regular personnel. Dependents 
who could have been treated at less expense had funds been available 
for consultant service, were told it was not available and they were 
turned away. 

The normal care of buildings was curtailed. I think I would like 
to tella story here. At one of our 54 remaining cantonment hospitals, 
temporary structures built in World War II, part of the opens 
room equipment fell through the floor. We asked for a new hospital. 
It was pretty bad, but we could not get a new hospital. The installa- 
tions engineer surveyed it and said we had 1 of 2 choices: We could 
either expend $1 million on the old hospital or abandon it. A lot of 
the maintenance of that so-called $1 million is not going to be spent, 
obviously. Weare going to live in it. 

We have had to curtail services to dependents. We have been ac- 
cused of curtailing it to military personnel, but we hope that is not 
true. 

We have had to postpone or not do elective surgical procedures. 
We have had to limit the number of laboratory procedures that we 
should do to practice first-class medicine. We have had to defer the 
replacement of outmoded equipment. In several instances it has 
been necessary for civilian dependents on our outpatient services to 
buy their own drugs. We have curtailed the special purchases of 
drugs. 
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TRANSFFR OF NAVY FUNDS FROM SHIPS AND FACILITIES TO MEDICARE 


Admiral Guumore. Mr. Chairman, may I make an addendum to the 
reply which I made just recently in order to clarify for the record 
the efforts that we are making to try to avoid reduction in mainte- 
nance and operation funds, particularly maintenance funds. 

In this fiscal year, fiscal year 1958, we are coming to Congress with 
a request, not for new appropriation money but for new obligational 
authority to the extent of $8 million. This is planned to be a transfer 
from “Ships and facilities” of the Bureau of Ships. In that sum is 
included $7,652,000 to pay the bills for the balance of this year under 
the medicare program. 

In fiscal year 1959, we are proposing to come to Congress also for a 
supplemental including approximately $2.5 million to pay the bal- 
ance of the medical care program and thus preserve, if we can, our 
maintenance funds to try to keep up our facilities in better shape than 
we have been able to do heretofore. 


MAINTENANCE FUNDS 


Mr. Suerrparp. Admiral, with your permission, I would like to sug- 
gest in the process of getting that budget request through its chan- 
nel, you also find out to the degree possible, if you are permitted to 
effectuate the transfer, that the maintenance fund be kept away from 
too many picking fingers. 

Admiral GrtmMore. Our maintenance funds have never been delved 
into by the Bureau of Medicine and Surgery unless we absolutely had 
to. They have not been diverted. As a matter of fact, sir, the oppo- 
site has been true. We have diverted any savings from other areas 
into various maintenance projects. 

Mr. SuHeprarp. We just heard the gentleman from the Air Force 
refer to an incident in which mechanical devices, as I interpret his 
statement, departed from the suspension of the floor, as it were, and 
went to lower sections of the building, which I presume is not charge- 
able to capillary attraction. 


ESTIMATED EFFECT OF USE OF DMCA FUNDS TO IMPROVE 
MILITARY HOSPITALS 


It appears that prior to the DMCA, services provided to depend- 
ents in military facilities were somewhat limited due to personnel and 
budget limitations. DMCA provided funds for care in civilian fa- 
cilities, but no funds to make military facilities more attractive to 
dependents, that is, redecorating, family clinics, providing waiting 
rooms, and so forth. 

Could you make more effective use of your total medical funds 
(both direct hospital care and through DMCA), if only a portion of 
the funds spent on DMCA had been used to make your service more 
attractive to dependents? 

This is addressed to the Army first; then the Navy; and then the 
Air Force. The same question to all three of you. 

General Hays. Of course, Mr. Chairman, the key word in that 
question is “effective.” The question to me is, Effective for whom? 
For satisfactory and efficient care for the dependents? 
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Mr. Suerrarp. I would like to amend that and say, More effective 
for the operational requirement for which the institution was origi- 
nated. 

General Hays. If it is directed to the particular hospital and does 
not concern the depe ndent patient, I would have to answer the ques- 
tion in the affirmative. 

Mr. Sueprarp. If you put it in the dependent category, what would 
be your answer ? 

General Hays. Then I would answer the question by saying that 
I feel the balance has been about right between the money spent for 
MediCare and the money spent on An my facilities. 

Mr. Suepparp. In other words, you are drawing a certain line of 
demarcation, expenditurewise, are you not? 

General Hays. Yes. 

Mr. Suepparp. I think I understand. 

Navy ? 

Admiral Gitmore. Sir, in accordance with the original mission of 
our hospitals, there would be little deviation. In accordance with the 
now common secondary mission, which is care of dependents, if we 
were permitted to transfer funds from the one activity to the other, 
we could very definitely improve our dependents facilities in our 
hospitals and thereby be more attractive. 

Mr. Suerparp. Am I to interpretet your statement to be that you 
are recommending a greater degree of flexibility in your expenditure 

categories than presently exists ¢ 

Admiral Gitmore. It would make it much more flexible, much more 
easy to operate, much simpler to meet the needs as they might arise. 

Mr. Sueprarp. What would you consider is your percentage in the 
category of transferability when you take in all of the aspects which 
you have? 

Admiral Gitmore. This is, of course, a moot question. My personal 
opinion would be that if we were granted authority to transfer up to 
20 percent of what is in the program for care of dependents into our 
own hospitals, more specifically for the dependents’ aspects of those 
hospitals, we would be in a better competitive area from a facilities 
standpoint. 

I grant that you will hear many opinions as to the percentage which 
is appropriate. 

Mr. Suerparp. We are all entitled to our own. 

The Air Force? 

General Octr. My answer would be “Yes.” 

Mr. Suerparp. Are there questions having to do with the subject 
matter under discussion ¢ 


INCREASED COSTS UNDER MEDICARE 


Mr. Norreti. Mr. Chairman, I have listened with a great deal of 
interest to the questions which you have asked. I think you have 
made the best record that I have listened to for a long time. The 
questions which you have asked are good. I do not agree, of course, 
with all the answers. Naturally, that would be true. 

I do know, Mr. Chairman, that Public Law 569 has been on trial 
since the 84th Congress. We did not pass this law for the benefit of 
doctors. We passed it, I think, in order to save a great industry. 
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Under no circumstances do we want socialized medicine. I thought in 
the 84th Congress this a the one way we might be able to do some- 
thing about it. However, I donot see any reason why the Government 
should have to spend more mone y now than it used to spend for our 
dependents. I think the costs have gone up too much. Probably costs 
have increased to some extent. But certainly it has been too expensive 
during the last year. 

I want to thank you, Mr. Chairman, for your interest and the 
questions which you have asked. I have enjoyed it very much. Thank 
you. 

Mr. Sueprarp. Thank you. 


POSSIBLE RESTRICTIONS ON FREEDOM OF CHOICE 


Mr. Forp. Mr. Secretary, the thing which bothers me about the 
problem is the apparent inflexibility of the views or the attitudes of 
perhaps the various service medic al de partments, and more particu- 
larly the attitude of the American Medical Association and the Amer- 
ican Hosiptal Association. As I analyze this attitude, they want no 
deviation from the freedom-of-choice point of view, none whatsoever, 
regardless of the circumstances. 

It seems to me from looking at the record and hearing the ques- 
tions and the responses, that there are areas where administratively 
it is feasible to restrict the freedom of choice in a limited way with- 
out doing damage to the overall desirability of having freedom of 
choice in the vast majority of cases. It is my own observation that a 
continuation of this inflexibility will cause them more harm than 
good in the long run. 


POSSIBLE RESTRICTION OF FREE CHOICE AT MILITARY INSTALLATIONS WITH 
ADEQUATE MEDICAL FACILITIES 


For example, I am sure there are military installations which are 
more or less self-contained with medical facilities which are adequate, 
medical personnel who are adequate, where all or most of the men as- 
signed to the base and their dependents live on the base. Should not 
there be a restriction on the freedom of choice in those instances? 

As a matter of fact, I would like to have examples given of indi- 
vidual military installations of each of the services where that condi- 
tion prevails and ask if there is any justification for not restricting 
the freedom of choice. I do not care which service starts first. Let 
the Air Force, since its representative is seated closest to me, give 
me an example of such a self-contained base where the hospital ‘and 
medical facilities are adequate and where a good percentage, if not 
almost all personnel, live on the station. Why, in that case, can there 
not be a restriction of the freedom of choice? 

General Ocir. I do not believe there is any reason why the local 
command could not handle the form of restriction under the circum- 
stances which you describe. 

Mr. Forp. There must be one such base in the Air Force where such 
an example could be used in fiscal 1959, just to see how it works— 
good, bad, or indifferent. 

General OcLte. We have bases where the circumstances you describe 
would pertain and where it could be done, yes, sir. At Maxwell Field, 
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for instance, the hospital is adequate, and a large percentage, not all, 
of the military personnel live on the base. I am not sure that we 
would learn too much, because I feel that the predominant number of 
military personnel there use the hospital on the base anyway. 

Mr. Forp. That is probably true, but under such circumstances | 
see no reason why we should not make it all-inclusive. It just seems 
to me that in that kind of example which you give, the apparent in- 
flexible view of the American Medical Association and the American 
Hospital Association will do them more harm in the long run than 
they suspect. 

Can you think of any other examples? 

General Oatx. Wright-Patterson Air Force Base would be an- 
other example where the predominant number of personnel live on 
the base, Barksdale Air Force Base, and the one at Riverside, Calif, 

I have no accurate figures, but I presume that at each base from 25 
to more than 50 percent of the families of military personnel live off 
base. 

Mr. Forp. What would you say, Admiral, as far as the Navy is 
concerned ? 

Admiral Giu»aore. We have 2 or 3 places in which that could be 
done, sir. However, I do not think that there is accurate detailed 
data showing what proportion of the drop has been from people on 
the base and what portion of that drop has been from people beyond 
the limits of the base. 

At Camp Lejeune, N. C., quite a group lives on the base. The per- 
centage of change in occupied beds is minus 21 percent, and in births, 
minus 29 percent. Many of them, however, have not followed their 
folks to the base or in close proximity thereto. I do not think there 
has been sufficient study to show just what portion of those in this 
particular instance would be applicable. We know the overall per- 
centage who are not living with their sponsors. I do not think that 
has been broken down by individual activities. 

At Quantico, a good portion of the people live right near by, either 
on the base or in town. The drop in occupied beds was 9 percent and 
the drop in births was 13 percent, in both instances quite a bit below 
average. 

Our major a have been in large metropolitan areas where they 
do not live on the base and live at a considerable distance from the base. 
aoe biggest ones are Chelsea; Corpus Christi; Great Lakes; Oakland, 

Calif.; Portsmouth, Va.; St. Albans, N. Y.; and San Diego, Calif. 

At San Diego, Calif., many of them live within 5 to 7 miles, but in 
the other areas that I mentioned where the big drops have occurred they 
are at a considerably greater distance than that involved, I believe, 
in the average case. 

Mr. Forp. You may not know—I do not see any reason why you 
should know—but for example in the two illustrations you gave origi- 
nally, Quantico and Lejeune, has any request been made by the 
civilian authorities in those immediate areas for additional funds 
under the so-called Hill-Burton Act? 

Admiral Giumore. There may have been; not that I know of, sir. 
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POSSIBLE RELATION OF MEDICARE PROGRAM TO REQUESTS FOR 
. HILL-BURTON FUNDS 


Mr. Forp. The point I want to make is, if at the same time this 
completely inflexible view as to freedom of choice exists, then on the 
other hand the civilian organizations, the American Medical Associa- 
tion and the American Hospital Association, seek additional funds 
from Uncle Sam for the construction of civilian facilities in and 
around such an area, it just does not make sense to me. 

Admiral Gitmore. I understand your viewpoint, sir. 

Mr. Forp. Is there anything wrong with being a little critical of 
such an attitude ? 

Admiral Grimore. I do not see any whatever, sir. As a matter of 
fact, in the case of Quantico I feel sure that there is no Hill-Burton 
money requested. It is a small community. There are not enough 
people in the area to request a civilian hospital. They have none 
whatever. As a matter of fact, in the naval hospital at Quantico, 
the opposite is true. I mean by that we normally t: eed in the accidents 
all the way up to Woodbridge and half the w ay to Fredericksburg 
because of the absence of a civ ilian facility. 

Mr. Forp. What would your reaction to that criticism be, Mr. Secre- 
tary? 

Dr. Berry. I think it is perfectly all right. = asmuch as this legis- 
lation has been operating for really only 1 year, we have tried not 
to start changes with it ‘immediately. i think ’ we had the thought 
that by the time the Congress reconvened, it would be 2 years since 
the enactment and we could work out some of the very areas which 
you mention. 

I think also that when any new legislation is enacted there is an 
initial rush to try the new pastures. I think in some instances there 
seems to be a turnbac *k again. 

Mr. Forp. Green pastures are not always so green. 

Dr. Berry. They are not always so green as they thought they were; 
that is true. 


ARMY FACILITIES WITH ADEQUATE MEDICAL FACILITIES WHERE RESTRIC- 
TIONS ON FREE CHOICE COULD BE TRIED 


Mr. Forpv. General Hays, what would your reaction be to taking 
an example of a base, camp, post or installation, under the cireum- 
stances outlined. 

General Hays. I might give you an example, Fort Jay at Governors 
Island, N. Y., which is certainly selfcontained, being surrounded by 
water. I have some figures here. The troop strength at Fort Jay in 
1955 was 9,800; in 1957, 8,900, about a 10 percent drop in troop 
strength. Our occupied beds for dependents during that time, over 
those 2 years, decreased 6.2 percent. At the same time, our obstetrical 
load at that particular hospital decreased 39 percent. 

Mr. Forp. May I ask a question there, General Hays? I am not 
enough familiar with the Fort Jay area setup. Just outside of the fort 
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area is there a civilian availability as far as doctors and hospital facili. 
ties are concerned ? 

General Hays. All of New York, Bronx, and Brooklyn. It is right 
in New York Harbor. Some of the finest civilian hospitals in the 
country are within an area of 10 miles. 

Mr. Forp. In 1956, did you have adequate hospital and medical fg. 
cilities to take care of the obstetrical cases? 

General Hays. The hospital was built in the thirties. It is a reg. 
sonably modern hospital. It has not changed. 

At Fort Monmouth up in New Jersey, the troop strength stayed 
just about the same. In fact, it declined just a little bit, but the 
occupied beds for dependents went up 12 percent over this 2-year 
period. The obstetrical load there dropped 24 percent. 

I might give another example of a reasonably self-contained post, 
Fort Knox. which is about 30 miles outside of Louisville, Ky. The 
troop strength there in 1955 was 38,000; in 1957, 25,000. In other 
words, there was quite a decline there. At the same time there was 
quite an increase in Government housing. The occupied beds de- 
creased 7 percent during that period. The obstetrical workload 
dropped off 33 percent. 


PILOT STUDY ON RESTRICTIONS ON FREE CHOICE 


In answer to your question, would it be feasible to institute restric- 
tions at any one of these or other posts, I assume that you are talking 
about a trial or a pilot study; is that it? 

Mr. Forp. Yes; to see whether it is a sound way to approach the 
problem. 

General Hays. I would say it would be a very sound way to ap- 
proach it. The position of the Army in this whole matter of free 
choice is that we want to do what Congress wants us to do. The 
hearings before the Appropriations Committee last year indicated 
that this committee was very critical of free choice. Our history 
with the House Armed Services Committee and the history of the 
legislation indicate that the Committee felt very strongly that there 
should be free choice. So we are somewhat on the horns of a dilemma 
and feel that we do not have a clear instruction from the Congress in 
this matter. 

The Army is entirely agreeable to go along with whatever the Con- 
gress decides is the best. I would certainly say that if you do plan 
to make a change, a pilot study would probably be the best approach. 

Mr. Forp. It seems to me that sometime in the near future you 
should take action which would give you a sound basis to determine 
whether free choice should be unrestricted or restricted. I am just as 
convinced as that I am sitting here that a totally inflexible pa of 
view will bring more harm than benefit, because my experience teaches 
me that inflexibility is the way to lose a battle. If I were counseling 
certain organizations outside of the Government, it would be that 
they ought to have a little flexibility in their views on some of these 
things. 

That is all, Mr. Chairman. 

Mr. Suerrarp. Mr. Miller 





RESTRICTION ON FREE CHOICE WHERE GOVERNMENT FACILITIES ARE 
ADEQUATE 


Mr. Mitter. Gentlemen, carrying on for a minute the topic which 
Mr. Ford was discussing, flexibility, I think there is no doubt that the 
members of this committee have two thoughts in connection with the 
whole program. One is that we want the best and most adequate 
service which can be had for the medical needs of the dependents 
who are eligible, and at the same time we want to save the taxpayers 
as much as we can save without injuring the program. 

It would seem to me that inflexibility either way might defeat its 
own purposes because of the fact that every one of these military in- 
stallations has certain ground rules, certain local conditions that might 
be different from any other place. It would seem to me that the fair 
rule would be that if the military facilities are not overcrowded, if 
there is adequate staff and space for patients, the burden of proof 
should be shifted the other way and the dependents should have to 
have some appreciable reason for not making use of them rather than 
to be told in so many words that you do not have to use them no 
matter how wrong you may be. 

Would it not be perfectly feasible for a command decision in any 
1 of the 3 services to determine whether or not more space was avail- 
able than was needed for the purely military function, and to provide 
that anybody who did not make use of those facilities until they were 

absorbed would have to have at least a tangible reason why they 
should not do it and should get permission of the medical officer in 
charge to go elsewhere? Would that hurt anybody ? 

Dr, Berry. Do you wish me to answer ? 

Mr. Mitier. Any of you. I am speaking to the group. 


— 


. 


b Dr. Berry. As I answered Mr. Ford, the problem is most acute and 
p in the greatest numbers of dollars at the large urban bases. For those 
who live on the base, that could be done. As I stated before, we would 
y like to have a baseline first, with the law having just been passed, to 
e see where we are going. Inasmuch as the first 2 or 3 months of it 
e were approached rather timidly and nobody knew what it was all 
. about, it has been in actual effect for a little over a year, about 14 
. months now. 

My own thought is that it should run up through the 2-year date, 
A which would give us a fair approximation and a fair baseline upon 
n which to go. 
» Mr. Miter. It started off on a perfectly self-selecting basis, per- 
” haps. Why would it seriously alter the situation if, as step No. 1, per- 
. sons seeking hospitalization or special medical assistance which was 
5 


: available at the military establishment were required first to be 
if screened and obtain permission to go elsewhere? That should not be 
arbitrarily used. It might be only that some local doctor might know 
5 the case better. I do not think it should be too strictly enforced just 
at because there is a bed available. Most military establishments must 
- have a cushion for emergencies. There is always the possibility of 
casualties. I assume that most station hospitals have a capacity in 
excess of what they normally would use except under extreme cir- 
cumstances. 
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From the taxpayer’s standpoint, it is certainly a waste of money 
to have a bed lying there empty and to buy one somewhere else. Also 
in some cases the military is relatively better supplied with available 
beds than the civilian community might be. 

Would it involve any great change or any serious administrative 
problem if a dependent had to check in at the medical department 
wherever the command originated, and say, “I have to go to the hos. 
pital. I would rather not go here,” and at least have it screened? 







CARDS ISSUED DEPENDENTS AUTHORIZING CIVILIAN MEDICAL CARB 


General Rosrnson. Mr. Miller, you may not know, but depend- 
ents have not been issued a policy of any kind. They do not have g 
yolicy. However, they have an identification card which the servic 

am sure at considerable cost, have issued to every dependent with a 
photograph on it for careful identification, for all of them over 10 
years of age.’ Anyone who has that card authorizing civilian medical 
“are is eligible for civilian medical care and can present that card and 
get it. The administrative difficulties of withdrawing all those cards, 
because they would have to be withdrawn—— 

Mr. Mixer. I would not think so, sir. I would think all they 
might have to have would be a slip or a stamp to go along with them. 

General Rosrnson. But how would our fiscal administrators know 
whether or not to pay the bill if the slip was not along, because you 
cannot restrict all of the people in any area, anyhow. 

To take Mr. Ford’s example of restricting the people on the post, 
that is a possibility. I think the cards could be withdrawn from 
everybody who is residing on the post. However, I do not think you 
would accomplish anything by that, to speak of, because I really doubt 
very much that many actually residing on the post are not using the 
facilities of the hospital if it is capable of rendering the service, I 
cannot positively make that statement, but I do know of many places 
I have been where that is true. 


PROBLEMS IN RESTRICTING FREE CHOICE OF MEDICAL CARE 


General Rogsrnson. With regard to Fort Jay, as General Hays 
brought up, Fort Jay took care of many, many people that lived in 
New York City and, consequently, when this law was passed, those 
people that live in New York City don’t go to Fort Jay over the ferry, 
either, to get there, especially to have babies. The same thing is true 
down at Norfolk, where a Navy installation is located. 

There are all kinds of ways of beating this thing. For example, 
any pregnant woman, to have her baby, can call it an emergency. 
don’t think we would ever dare to restrict this program to eliminate 
the emergencies. 

Mr. Miuuer. I agree with you. You do not do that under any 
circumstances. 

General Ropinson. That is right. I think we would have to do 
that. I do not know what we would be getting into. Here we would 
be requiring these people to come to the military facility. Here isa 
girl who has determined that she is not going to a military facility. 
Maybe she doesn’t like the doctor, or, for any number of reasons, she 
isn’t going. She will neglect, probably, her prenatal care. Maybe 
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we will get into the proposition of promoting bad medical care for 
our peo ople by such a restriction. Then she will wait until she is 
ready to deliver, and run to her civilian doctor and have her baby. 
The civilian doctor is not going to like that. He is going to complain 
to his medical society. We may go ina very bad cycle. 

Another thing, too; I don’t know what we could call these evasions 
of people that did try to evade any restriction we put on, unless we 
called them fraudulent acts. That would certainly open up a great, 
great many fields for fraudulent activities. We would have to metic- 
ulously define medical emergencies, specifically, for this program, and 
such a de finition would probably not conform to any other medical 
emergency definition that had ever been written. 

There are a lot of difficulties to it. Of course, I think that you 
are all very cognizant of the fact that this word “free choice” within 
the medical profe ssion now is — a red flag. 

I happened to be in Kentucky a few weeks ago, right after their 
legislature had been considering a bill to require ~ choice oe any 
insurance or labor or health pl: in that oper: ited in that Stat 

I think we may run into: i lot of difficulties, and, f you feel ‘th: at we 
need to do It, I certan ly igi like to Lo along with Mr . Ford’s 
suggestion on a very small sample to 
various details 

(The following addit iona 


try to work out all or these 


A 


1 
j 
i 


statement was submitted 7) 


COMMENTS OF ( ERAL ROBINSON ADMINISTRATIVE PROBLEMS WHICH WOULD 
ARISE BY ¢ rh FREEDOM OF CHOICE, INSERTED INTO ReEcoRD WitTH INVT- 
TATION FROM T! (COM MITTEE CHAIRMA 
Whenever freedom of choice is withdrawn arom dependents in se given 

area, such withdrawal has an immediate impact on the medicare contracts 


covering that area and the contracts must be m« odified accordi 





Te ) expl: 
this impact succinctly, at present, contractors pay claims for authori zed care 
without regard to where the dependent resides. When freedom of choice is 
withdrawn in an area, the contract requires modification to preclude the con- 
tractor from being reimbursed for any payment made on a claim covering care 
furnished to a dependent residing in that area. Upon modification of the con- 
tract, the contractor will, of necessity, have to notify the physician, or nurses, 
or hospitals to whom it makes payment that persons residing in the area con- 
cerned cannot get care from civilian sources at Government expense unless they 
have specific authorization in addition to the identification card (DD fi 


rm 
1173). While this seems relatively easy to 


accomplish, many physicians 
nurses, and hospitals do not receive all the correspondence sent to them and, in 
addition, many do not read and retain all that is received. This point is most 
important in that payment may be made to any person or entity who estab- 
lishes a Gependent's eligibility and renders care in good faith. Thus, if a 


per- 
son can establish that she is an eligible dependent, and a physician, nurse, or 
hospital furnishes authorized care, the Government is requ ined to make pay- 
ment for such care, even though the person may have furnished fraudulent or 
incomplete information. I use the term “incomplete information” since the 
dependent might neglect to mention he resides in a restricted area 


It is to be pointed out that the identification card (DD form 1178) 4d 


reflect the place of residence. Thus, even if all persons and entities entitled to 


receive payment under the program were thoroughly conversant with a restricted 
area, it is not raesonable to expect that they will ask every medicare patient 
where they reside before nencing care 


It is appreciated that identification card authorizing civilian medical care can 
be withdrawn from persons in a restricted area. This withdrawal would accom- 
plish little in that at the present the identification cards have not been issued 
all eligible dependents. Thus, in lieu of the identification cards, other forms 
of identification may be used. Just because a dependent did not have a DD 
form 1173 there would be no hesitation on the part of physicians, nurses or hos- 
pitals to accept another form for the establishment of eligibility. 
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The use of a chit or a stamp authorizing civilian medical care has been preyj. 
ously discussed. To the extent that such chit or stamp were issued by g 
uniformed-service hospital, it could only be issued after a patient has had 
diagnostic evaluation and decision has been made that care cannot be furnisheg 
at a uniformed-service facility. The expense and administrative complexity 
of this procedure is readily apparent. What is not so readily apparent is the 
fact that a delay in or the requirement for making this determination might 
well result in the harm to or death of a patient. This could occur if the re. 
stricted area were of such scope considerable time would be required to reach 
the uniformed-service hospital for obtaining the authorization for civilian medi- 
cal care which otherwise might have been readily available. 

It has already been explained that physicians, nurses, and hospitals are ep- 
titled to payment for services rendered in good faith based upon the establish. 
ment of a patient’s eligibility. If a chit or stamp system is established for a re. 
stricted area, it should be readily apparent that it would have little or no effect 
in cutting off civilian care if the dependents concerned ignore that which is 
attempted to be accomplished. This, of course, focuses on the fraudulent 
potentialities upon which I previously commented. 

These are but a few of the administrative problems that would arise if free. 
dom of choice is withdrawn. I again suggest that this matter be given most 
careful consideration before any restricted area is established. 


PAYMENT FOR EMERGENCY CARE 


Mr. Mriuxer. General, a serviceman, a uniformed man or woman, 
whether they are on the post or where, if they have an emergency, 
you pick up the check, if they are in line of duty anyway; do you not? 

General Rorrnson. At this time, we do, sir. We did not formerly 
pick up the dependent’s check, sir. 

Mr. Mitier. Not dependent, I am talking about the personnel. 

General Rogsrnson. That is correct. 

Mr. Miruirr. You have to have some rule about that. For in- 
stance, Corporal Jones doesn’t walk out and decide he doesn’t like the 
medical officer and walk into the local hospital for treatment. You 
do not pick up that check, do you? In other words, why could you 
not have the same rules apply to Corporal Jones’ wife that you have to 
Corporal Jones? 

General Hays. I would like to answer that, if I may. 

We do pay the bills of military personnel who are injured or taken 
sick away from a military hospital. The procedure for that is that 
the doctor and the hospital submit the claims in our particular service, 
to the Army area commander. Those bills are scrutinized and what- 
ever adjustments are necessary, they get into contact with the doctor 
and the hospital before the bills are paid. 

I might say for that small amount of business that we have in that 
regard, we have a tremendous administrative workload. We do not 
have schedules. We do not have a contract een any fiscal agent. 
Each bill is a bill that the doctor submits and describes, gives his 
diagnosis an describes what he does. It is administratively very 
expensive for us to do that small amount of business, and it isa small 
amount of business, because when an officer or soldier is hospitalized 
in a civilian hospital, we make every effort to transfer him as soon as 
possible to a military hospital. 

Mr. Mixer. Lappreciate that. 

Would it make the overhead greater or less if you processed the de- 
pendents on the same basis? "Would you lose money ? 

General Hays. It would be very expensive. 

Mr. Mitier. That is the only point. 
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General Hays. It would be very expensive to operate on that basis. 

Mr. Mitter. The figures you submitted to us are worldwide? Have 
youa different experience / 

“ T assume you actually do, as to percentages outside the continental 
United States ¢ 

General Rosrnson. As tothe costs, sir? 

Mr. Muter. No, as to the numbers of patients. 

General Roginson. Our program itself operates only in Alaska, 
Hawaii, and Puerto Rico, outside the continental limits of the United 
States. 

DEPENDENT MEDICAL CARE OVERSEAS 


Mr. Minter. What happens in Europe? 

General Roprnson. In Europe the commanding officer has the au- 
thority to make such arrangements as he deems necessary. 

Mr. Miter. Do you have any figures on what number of dependents 
get medical care outside of the Military Establishment? _ : 

General Roptnson. I have the table. I do not have it with me, sir. 
It will be in our annual report. It is very small. 

Mr. Mituer. I would assume that a very large percentage of de- 
pendents personnel overseas use the military facilities. 

General Ronrnson. That is correct. 

As far as the civilian program is concerned, as authorized by the 
commanding general’s office overseas, it has been very small and in 
our annual report we will have a table showing exactly what tran- 
spired. 

Mr. Mitirr. But the great majority of the normal cases—there 
again, actually it is already in the picture—but normally do the de- 
pendents not come to the military hospital 

General Roprnson. Yes, sir. 

Mr. Minter. They would still have the right to go to local hospi- 
tals if they so desired under this ruling, would they not ? 

General Roprnson. Overseas? 

Mr. Mituer. Yes. 

General Rosrnson. Say the European theater. Only if the com- 
manding general had made arrangements. 

Mr. Mittrr. There we are getting around to the thought that I had 
that might be desirable in this country. It does not take any check- 
ing at all before they can go to a civilian institution in the Unitéd 
States, but it does overseas. It has to be prearranged, in other words, 
with the authority of the commander. 

General Roprnson. Yes, sir. I think that I can speak for the com- 
mittee of Dr. Berry’s office in that regard. I am sure that they wanted 
to discourage our dependents from going to other than military doc- 
tors overseas. 

QUALITY OF MILITARY HOSPITALS 


Mr. Mitier. Of course, I think what you said should be the case, 
because after a good many intimate experiences with various service 
hospitals, I think the general public has no conception of the high 
quality that most military medical installations have. In my mind 
they are the best in the world as far as that is concerned, from what 
I know about it, but I cannot help but think there are a great many 
people, that if they are not encouraged or made to go to some effort 











742 


not to go, will probably go elsewhere, and at added cost to the Govern. 
ment. , think every effort should be made to use our facilities when 
they are available, economically. 

Do any of our de -pendents go to veterans hospitals ? 

Dr. Berry. No, sir. 

Mr. Mitter. T hey are not in it one way or another ? 

Dr. Berry. No, sir. 

Mr. Mitter. Even if they have facilities available? 

Dr. Berry. Only if they have a serious, sudden illness, an accident, 
for example. 

Mr. Miter. I think I know what it is with respect to the discus- 
sion as to when an accident befalls people of the uniformed services, 
They go to the ne: wrest place possible and the charges are eventually 
straightened out by the service concerned. 


TREATMENT OF CIVILIANS IN MILITARY HOSPITALS 


What is the policy of the various military installations with respect 
to civilian accidents? 

Dr. Berry. The same thing. 

Mr. Mitter. Are they takenin? Is there any remuneration? Sup- 
pose there is an automobile accident near a military a al and 3 or 
4 patients are carried in there. Is there any refund for the services 
Sea there? 

Dr. Berry. Bills are sent. 

Ge neral H \YS. Yes, sir. We charge them the rate prescribed by 
the Bure u ol the Budget, which I think t this year 1 Is arol ind $20 a day. 
We do not charge the individual for any doctor fee. This reimburse- 
ment goes to the Government. 

Mr. Mitier. You only admit emergencies that cannot be adequately 
treated ? 

General Hays. We try to get them out of our hospitals as soon as 
we can move them to a civilian hospital. 

Mr. Osrerraa. That oon no relationship to your authority under 
this act, does it ? 

General Hays. Nothing. 


MEDICAL CARE OVERSEAS 


Dr. Berry. Mr. Miller, may I go back to the foreign situation! 
There are two insurance groups which help provide care for other 
members, other civilians, from other departments of the Government 
overseas. QOne is in the State Department, and in one of our other 
agencies. ‘They will deal in foreign funds, or in American funds, 
and they will provide hospitalization in local aie a als, preferably if 
we have any of our missionary hospitals there, but that is on a stré aight 
insurance policy. There is an increasing pressure, a natural desire 
of the families of our other people abroad—ICA, Depart- 


D 
i 
on the part 


ment of State, Agriculture, to come in to our own military hospitals. 
Mr. Mitter. The policy at present is to not permit that unless they 
are employees of the De fense De] artment ? 
Dr. Berry. No. I think the ya are exceptions. 
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General Ogle and General Hays can answer that better than I, as 
totheir hospitals and what the policies are overseas. 

Mr. Mitter. Are they dependent on the local ground rules or is 
there a servicewide rule ? 

General Ocie. The rules are primarily made in Washington but 
they vary with local circumstances. Only rarely are the rules de- 
termined locally. 

Mr. Mitier. I suppose they are different in almost every different 
kind of situation ? 

General Ocie. Yes, sir. 

Mr. Mutter. That isall, Mr. Chairman. 

Mr. Suerrarp. Mr. Ostertag, are you going to inquire of the 
witnesses ¢ 

Mr. Osrertac. I would like to ask 1 or 2 questions. 

Mr. Suerrarp. Please proceed, sir. 

Mr. Osrertac. Mr. Secretary, I am sure we are all agreed that you 
are dealing here with a very difficult problem, one that might have 
many ramifications, and one that you cannot pinpoint in a moment 
by virtue of broad language in the law. and also because of the many 
facets under which circumstances involve dependency medical care. 


EFFECT OF COST-OF-LIVING DIFFERENCES ON FEE SCALES 


You very properly, in your statement, cite the provisions, or part 
of the provisions of law, and in your statement you say “I point out 
that the cost of living varies in diiferent parts of the country and there 
are different common-fee scales on the part of the physicians.” 

What do you mean by the variation in cost of living and its relation- 
ship to the administration, or the fees in connection with this? 

Dr. Berry. That has entered into the making of contracts. For 
instance, in Puerto Rico, it might be very low and there are no heating 
bills. “That enters into the whole cost of living and, as to the cost 
as has already been pointed out, California and New York are very 
expensive States, whereas in Alabama and Mississippi, the cost of 
living and of fees are on a different scale than they are in New York. 

In New York State itself the common scales within New York City, 
let us say, might be quite different than in one of the upstate towns 
or cities. 

Mr. Ostrerac. In other words, the per patient day cost in a hos- 
pital is a part of the thing tl 


that you are referring to é 


Dr. Berry. Yes, sir. The Blue Cross rates, for instance, are dif- 
ferent. 

Mr. Osrerrac. You are not referring here to the cost of living of 
the dependent or the person receiving medical care ? 

Dr. Berry. I think that all goes in the general cost of living and 
expenses. I*or instance, in New York City as you know renta 
very, very hig ), and everything is at a premium there 


Ogdensb irg you might face an entirely different situation. 
Mr. Ostexrac. In upstate New York, and the territory I represent 
itis not as hig 


- 


Dr. Berry. No, sir. 
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NUMBER OF PERSONNEL AND DEPENDENTS NOT NEAR MILITARY MEDICAL 
FACILITIES 


Mr. Osrerrac. Reference is also made, both by you, Dr. Berry 
and by Gener: ul Robinson with regard to the 40 percent figure which 
I understand is the percentage of people who are removed from 
availability of direct medical care, is that correct ? 

General Rosrnson. That is correct. That is the figure that may 
be found in the hearings before the bill was made into law. 

Mr. Osterrac. But in your statement you say that 40 percent rep- 
resents roughly 800,000 de ~pendent wives and children. 

If you t: ake into account the total milit: ry personnel and take 40 
percent of it, it would be a higher figure than that. I am just won- 
dering how you arrived at the figure of 800,000. 

General Rorrnson. I am sure we cannot supply the information, 
That was in the hearings. 

Admiral Grmorr. If I may make an addendum for clarification 
purposes, each service varies a little bit. Our experience has varied 
too. It has varied from 92 percent dependents down to 88, compared 
to active-duty personnel, varying from year to year, and the 40 per- 
cent is with reference to the dependents, not the active- duty personnel, 
and when you come to take 40 percent of 90 percent of the total armed 
services personnel you will arrive at pretty nearly the same figure. 








ANNUAL COSTS OF MEDICARE 





PROGRAM 


Mr. Osrertac. General Robinson, in connection with your presenta- 
tion under the table on page 17, there is a breakdown of the number 
of your budget estimates for medical care of dependents of uniformed 
service personnel, and that shows that in fiscal year 1957, the cost 
was $26,665,000. During the current fiscal year it is estimated at 
$76 million, and next year your budget estimate amounts to $719 
million, approximately. 

The Army’s figure only totals $18.5 million as compared with the 
Air F orce’s $28,220,000 : and the Navy’s $23,494. 

You started off in fiscal year 1957 with the Army being $8.3 million, 
the Air Force $9.9 million, and the Navy $7.8 million. 

How do you account for the sharp variation that has developed for 
your next budget in the fiscal year ? 

General Roprnson. Sir, if you will turn back to the chart on the 
page before, you will notice that the Air Force is approximately 39.6 
percent, the Navy 30.8 percent, the Army 27.6 percent of program. 

In other words, when we started and made the first estimate, we 
didn’t know how it was going to turn out nor did we know too well 
last year. 

Mr. Osrertrac. You have had just 1 year of experience ? 

General Rosrnson. That is correct. 

Mr. Osrertac. And you base your figures and your budget estimate 
on percentages ¢ 

General Roprnson. They enter into the calculation. 

Mr. Osrerrac. You have no way of knowing how many actual de- 
pendents are going to require cé are 2 

General Rogrnson. No, sir. 

Mr. Osrerrac. Am I correct when I say you base it on the total 
number of dependents and on actual experience? That is how you 
have arrived at your budget figures? 
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General Roprnson. Yes, sir. 
Mr. Ostrertac. Are these figures for fiscal year 1959 in proportion 
to the military personnel of the three services? 
General Roptnson. Yes, sir; in accordance with the planned 
strength. 
Mr. Ostrertac. That is what I mean. 
That is all I have, Mr. Chairman. 
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General Hays. Mr. Chairman, I would like to introduce a summary 
of asurvey made by the Adjutant General’s office of the Army, which 
was just completed. This was an opinion survey which covered 1 400 

‘enlisted men and 190 officers, carefully selected to be a representative 

sample. 

I will introduce only the summary of the findings of this survey. 

Mr. Suepparp. Without objection, the summary will be included in 
the record at this point. 

(The document referred to follows:) 


VII. SUMMARY OF THE FINDINGS 





















1. The majority of the enlisted men surveyed indicate that the three most 
important factors that caused them to reenlist were retirement benefits, security, 
and medical care for dependents. 

2. Almost 9 out of 10 enlisted men state that they knew about the dependents’ 
medicare program at the time of their reenlistment. 

3. Approximately 1 out of 10 enlisted men state that they have known individ- 
uals who were going to leave the service, but reenlisted because of the depend- 
ents medicare program. 

4. Four out of every five of the men in the survey sample say that their 
dependents have never been treated by a civilian doctor under the provisions of 
the medicare program. 

5. Three-fourths of all the respondents feel that the dependents medicare 
program is good or very good, although only 28 percent of the men state that 
their dependents have used the dependents medicare program. 

6. The convenience of good hospitals and the feeling of security that comes 
when dependents who are not near Army medical facilities are provided with 
adequate medical care is one of the things that enlisted men liked best about the 
dependents medicare program. 

7. The lack of dental care appears to be the thing that enlisted men dislike 
most about the dependents medicare program. 

8. Approximately 1 out of 3 officers state that their dependents have been 
treated by a civilian doctor under the provisions of the medicare program. 

9. Almost three-fourths of the officers in the survey sample feel that the medi- 
care program is good or very good. 

10. About half of the officers surveyed think that the medicare program has 
increased the morale of the men in their organizations. 

11. Approximately one-third of the officers interviewed say they feel that the 
medicare program has increased the reenlistment rate of the men in their 
organization. 

12. The comments received from Army commanders reflect the general findings 
of the survey in that they are generally in favor of the program but feel some- 
thing should be done about the present lack of dental care for the dependents of 
service personnel. 





















Mr. Sueprarp. This committee will stand adjourned until further 
call. I want to thank you, Mr. Secretary, and your associates, for 
your comments. Some of your comments were agreed with and some 
disagreed with. Nevertheless, we will consider this matter to its final 
decision. 
















Monpay, Aprin 14, 1958, 


AIR- AND SEA-LIFT OPERATIONS OF THE DEPARTMENT 
OF DEFENSE 


WITNESSES 


EARL B. SMITH, DIRECTOR OF TRANSPORTATION, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE 

MAJ. GEN. EARLE G. WHEELER, ASSISTANT DEPUTY CHIEF oF 
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MAJ. GEN. S. R. BROWNING, DEPUTY CHIEF OF TRANSPORTATION 

LT. COL. R. A. KANE, OFFICE OF THE DEPUTY GHIEF OF STAFF FOR 
OPERATIONS, DEPARTMENT OF THE ARMY 

LT. COL. J. W. MOON, OFFICE OF THE DEPUTY CHIEF OF STAFF FOR 
LOGISTICS, DEPARTMENT OF THE ARMY 

MAJ. G. C. VINEY, OFFICE OF THE DEPUTY CHIEF OF STAFF FOR 
OPERATIONS, DEPARTMENT OF THE ARMY 

REAR ADM. T. BURROWES, USN, DIRECTOR, LOGISTICS PLANS DIVI- 
SION, OFFICE OF DEPUTY CHIEF OF NAVAL OPERATIONS 
(LOGISTICS) 

REAR ADM. F. N. KIVETTE, USN, ASSISTANT CHIEF OF NAVAL 
OPERATIONS (AIR) 

MAJ. GEN. H. R. PAIGE, USMC, ASSISTANT CHIEF OF STAFF FOR 
LOGISTICS, HEADQUARTERS, MARINE CORPS 

REAR ADM. R. A. GANO, USN, DEPUTY COMMANDER, MILITARY 
SEA TRANSPORTATION SERVICE 

CAPT. D. E. LEWELLEN, USN, OFFICE OF DCNO (LOGISTICS) 

CAPT. F. B. GRUBB, USN, OFFICE OF DCNO (LOGISTICS) 

COL. W. G. THRASH, HEADQUARTERS, MARINE CORPS 

LT. COL. W. E. WHIPPLE, HEADQUARTERS, MARINE CORPS 

HON. DUDLEY C. SHARP, ASSISTANT SECRETARY OF THE AIB 
FORCE (MATERIEL) 

HON. LYLE S. GARLOCK, ASSISTANT SECRETARY OF THE AIR FORCE 
(FINANCIAL MANAGEMENT) 

BRIG GEN. GLEN R. BIRCHARD, DCS/OPERATIONS, HEADQUARTERS, 
MATS 

BRIG. GEN. JOSEPH F. DELANEY, DCS/COMPTROLLER, HEADQUAR- 
TERS, MATS 

COL. EARL C. HEDLUND, DEPUTY DIRECTOR OF TRANSPORTATION, 
DCS/MATERIEL 

BRIG. GEN. ROBERT J. FRIEDMAN, DEPUTY DIRECTOR OF BUDGET, 
COMPTROLLER OF THE AIR FORCE 

COL. THOMAS B. KENNEDY, CHIEF, SUPPORTING COMMAND DIVI- 
SION, DIRECTORATE OF REQUIREMENTS, DEPUTY CHIEF OF 
STAFF, DEVELOPMENT, UNITED STATES AIR FORCE 

COL. EDWARD J. YORK, HEADQUARTERS, MATS 





Mr. Manon. The committee will come to order. 

We have set aside today to have a presentation on airlift. We have 
been wrestling with the issue of the adequacy of our airlift for a long, 
long time. ‘The committee has made various recommendations and 


suggestions which in large part probably have been disregarded by 
the Department of Defense because probably the Department of De- 
fense did not agree with the policies expressed by the Congress. 
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Now, we are not interested in just long, involved statements. We 
want you to get down to the meat of this business of what we have 
by way of airlift, what we plan, what our policy is, and what you 


think of the policies that have been enunciated by other Government 
agencies and the Congress. 


HEARING PROCEDURE 


Can you tell us what your program is, General Moore? 

General Moore. In antic ipation of just what the chairman has said, 
we are prepared to present, first, a short statement of policies by Mr. 
Earl Smith, who is the Director of Transportation and has a great 
deal to do in the Office of the Secretary of Defense in that field. His 
statement if read should not take more than 20 minutes. 

I think that he should be followed by the Army, which will indicate 
what its requirements are in the airlift field. That has been a question 
that has been raised several times during the hearings. 

After the Army has made its presentation Secretary Sharp is pre- 
pared to present the airlift situation, and the Navy following him is 
prepared to present the sealift portion. 

I think if it is possible to get those presentations before the com- 
mittee they will answer a great many questions. 

We have backup witnesses who, I think, are prepared to give the 
committee everything they want in this field. 

Mr. Manon. In the beginning I made reference to airlift. I should 
amend my statement, of course, to include sealift, because that is a 
part of this presentation. 

All right, Mr. Smith, will you proceed with your statement? We 
will have the statements presented without interruption. Members 
can make notes of questions they want to ask. Let us limit our ques- 
tions to things that vitally affect this issue of air- and sea-lift. Let 

us limit them to the development of information which has not here- 
tofore been developed in the hearings. Let us move on with this 
study. 

I think we will probably go through all the statements before in- 
terrogation. If you have a number of witnesses in here that are not 
needed and do not need to hear the testimony, maybe they would like 
to leave. 

General Moore. I have taken that up with each service for the 
past 45 minutes, and they insist they need those who are here at the 
moment. If anyone wants to change his mind after what the chair- 

man has just said, he is privileged to do so. 

Mr. Manion. You may proceed, Mr. Smith. 

Identify yourself for the record. 


GenerAL STATEMENT OF Direcror oF TRANSPORTATION, OFFICE OF THE 
ASSISTANT SECRETARY OF DEFENSE 


Mr. Smirn. Mr. Chairman and members of this subcommittee, my 
hame is Earl B. Smith. I am director for transportation, communica- 
tions, and petroleum policy in the Office of the Assistant Secretary of 

fense for Supply and Logistics. I have been in this position for 
a little over 4 years. Prior to ac eee this assignment, I was vice 
president and director of traffic for General Mills, Inc. 
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I consider it a privilege to appear before your committee for the 
purpose of providing a statement covering policies of the Depart. 
ment of Defense regarding the use of military and commended air 
and water transportation. 

You are, of course, well aware of our effort to improve the overal] 
economy and effectiveness of our transportation activities by means 
of the single managership. Our Military Sea Transportation Sery. 
ice has been operating successfully on the single manager concept for 
some time. The Military Air Transport Service has been absorbing 
single manager operational responsibilities since issuance of Depart- 
ment of Defense Directive 5160.2 which established this single man- 
agership, and the Military Air Transport Service is scheduled to begin 
operating on an industrial fund basis July 1, 1958. 7 


AIR TRANSPORTATION 


In designating the Secretary of the Air Force as Single Manager 
for Airlift Service, the Secretary of Defense in Department of De- 
fense Directive 5160.2 charged him with the responsibility of pro- 
viding an effective and economical airlift service to support the 
Armed Forces: 

(1) Between points in the United States and oversea areas; 

(2) Between and within oversea areas; and 

(3) Within the United States when necessary for reasons of 
security or to supplement commercial air carrier service. 

Among other things, the Single Manager for Aircraft Service was 
also directed to— 

(1) Provide that level of military airlift capability and or- 
ganizational structure required to meet approved Department of 
Defense wartime airlift requirements, having due regard for the 
availability of commercial airlift; and 

(2) Augment airlift capacity of the agency as needed with 
commercial airlift service to meet peacetime and wartime mili- 
tary requirements. 


OCEAN TRANSPORTATION 


In designating the Secretary of the Navy as Single Manager for 
Ocean Transportation, the Secretary of Defense in Department of 
Defense Directive 5160.10 charged him with the responsibility for 
providing ocean transportation services to all agencies of the Depart- 
ment of Defense on a ees consonant with— 

(1) National policies, such as expressed in the Merchant 
Marine Act of 1936 and in Public Law 663, 83d Congress (the so- 
called 50-50 law) : 

(2) Military policies, procedures and allocations of the Joint 
Chiefs of Staff ; and 

(3) The need for efficient and economical operations. , 

As Single Manager, he is responsible for procuring vessels outside 
the Military Sea Transportation Service fleet by commercial charter 
or by allocation from the Maritime Administration, and for securing 
space in passenger and cargo vessels in regular commercial operation. 
He is also responsible for preparing and executing plans for the em- 
ployment and expansion of the Military Sea Transportation Service in 
time of war or national emergency. 
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In acquiring ocean shipping, the Single Manager is guided by the 
memorandum of agreement between the | Secretary of Det »fense and the 
Secretary of Commerce of October 20, 1954. This agreement, as pub- 
lished in Department of Defense In struction 5030.3, recognizes that it 
isnecessary for the Military Sea Transportation Service in the interest 
of national security to operate a nucleus fleet. The memorandum 
of agreement provides further that in peacetime the Military Sea 
Transportation Service will rely to the greatest extent possible on 
privately owned American-flag shipping in acquiring capability 
beyond that of the Militar y Sea Transportation nucleus fleet. Provi- 
sion is also made for augmentation of the Milit: ary Sea Tr: :nsportation 
nucleus fleet under c onditions of full mobilization. 


AIR AND OCEAN TRANSPORTATION 


Further guidance to the Secretary of the Air Force = Single 
Manager for Airlift Service and to the Secretary of the N ‘avy as 
Single Manager for Ocean Transportation was provided in Depart- 
ment of Defense Directive 4500.23 which states that— 

(1) Commercial transportation service will be employed for 
the movement of personnel when such service is available or 
readily obtainable and satisfactorily capable of meeting military 
requirements, except that the employment of commercial trans- 
portation (a) between points in the United States and oversea 
areas, and (6) between and within oversea areas shall not take 
precedence over the efficient and economic utilization of military- 
owned transportation resources of the Military Air Transport 
Service and the Military Sea Transportation Service which have 
been approved by the Secretary of Defense as essential to na- 
tional security ; and 

(2) When it is determined that commercial transportation will 
be provided for travel to, from or outside the United States, air- 
craft and ships registered under the laws of the United States 
will be used unless the nonavailability of such aircraft or ships, 
or the exigencies of the mission, require the use of aircraft or 
ships registered under foreign flag. 

Although “the foregoing policy statements pertain to passenger 
transportation, the same principles apply with respect to cargo. 

Some of the underlying reasons for this policy indication with re- 
gard to the use of military and commercial transportation were cle: irly 
enunciated by the December 22, 1955, response of the Secretary of 
Defense to the Hoover Commission Report on Transportation. That 
statement reads as follows: 


In this report the Commission frequently advances the proposition that, in 
ease Of war, the real transportation reserve of the Armed Forces is civilian ships 
and planes, and that therefore these civilian means of transportation must be 
strengthened by Government business. The Department of Defense does not 
question the validity of that proposition. The Commission, however, carries 
the application of this proposition beyond the point to which the Department 
of Defense can follow in two respects : 

(1) In urging that the Department of Defense take certain action to keep 
civilian transportation prosperous, the Commission occasionally overlooks the 
fact that the proposed action would result in the Department of Defense operat- 
ing its own transportation facilities in an inefficient manner. For example, the 
subcommittee’s reasoning behind recommendation No. 10 indicates that passen- 
gers Should be assigned to private carriers even though the Military Sea Trans- 
portation Service has unused accommodations. 
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(2) The Commission apparently favors reducing the size of nucleus fleets of 
ships and airplanes below that determined by the responsible Government offi- 
cials, in order to aid civilian carriers. 

As to (1) above, the Department of Defense is charged with the duty to aq- 
minister the funds Congress appropriates to it as efficiently as it can in accord. 
ance with such national policies as may be established by higher authority. The 
Department of Defense, therefore, considers it is not justified in departing from 
that duty merely because civilian carriers would be benefited. 

As to (2) above, the size of nucleus fleets of ships and airplanes which it ig 
desirable to maintain is admittedly a difficult problem. It is further a problem 
on which the present world situation makes past experience of little help. The 
farflung dispersal of our forces, the possibility of a sudden outbreak of limited 
actions, such as Korea, and the probability that if a major war comes it will 
come with lightening-like suddenness, argue in favor of maintaining larger 
nucleus fleets than has been thought necessary in the past. The Department of 
Defense knows of no other way of solving this problem than to rely on the 
judgment of the Government officials charged with making the decision on the 
basis of the advice of our best military leaders. It therefore finds it is unable 
to go along with recommendations which advocate substantially smaller fleets 
than the judgment of these officials currently in effect has set. 


CONCLUSION 


In conclusion, I would like to say that all of the policies that I have 
mentioned were cited for the purpose of showing that the Department 
of Defense is endeavoring to insure that timely. and adequate air and 
water transportation services will be provided with the minimum ex- 
penditure of funds to meet our military requirements. We believe 
that this is our mission and the desires of Congress. 

Mr. Manon. Thank you, Mr. Smith. 

We will now have a statement from the Army. Will you identify 
yourself for the record, General Wheeler ? 

General Wueeter. I am Maj. Gen. Earle G. Wheeler, Assistant 
Deputy Chief of Staff for Military Operations, Department of the 
Army. 

My purpose is to present the Army’s estimate of its requirements for 
airlift and sealift and to comment in general terms on the adequacy 
of the transportations means available to meet those requirements as 
we know them. 

Mr. Manon. Can you speak authoritatively for the Department of 
the Army ? 

General Wuee ter. I believe I can, sir. 

Mr. Manon. You are not going to say just what you have been told 
to say; you are going to say what you think and as an official repre- 
sentative of the Army in this hearing at high authority ? 

General Wueeter. At any time I express personal views I will 
identify them as such. 

Mr. Manon. You may proceed. 


GENERAL STATEMENT OF ASSISTANT Deputy Cuter or STAFF FOR 
Minirary Operations, DEPARTMENT OF THE ARMY 


General Wueeterr. I shall speak of (1) strategic airlift and sealift 
requirements for general war, (2) strategic airlift and sealift require- 
ments for limited war, (3) tactical airlift and sealift requirements for 
either general or limited war, and (4) a summary of objectives. 

In general war, Army requirements for sealift and airlift arise from 
the need to reinforce and supply our forces deployed worldwide. We 
plan to move large units and the bulk of supplies by sea. 
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(Off the record.) 

General Wueeter. I am sure you realize that the strategic mobility 
of the Army depends upon the long-range transportation of the other 
services, and that we are unable to state in absolute terms the capabili- 
ties of these transportation means. The best available information in- 
dictates that there will be a manageable deficit of only some ———— 
notional ships in the first month of general war within a total national 
requirement for ———— notional ships. 

Mr. WiccLeswortH. What do you mean by “notional” ? 

General Wueeter. That is a planning type of vessel. For exam- 
ple, the transport notional ship is a combination cargo and troop ves- 
sel with a capacity of 2,400 troops and a maximum speed of about 15 
knots. 

A notional-type cargo vessel has a capacity of some 10,000 measure- 
ment tons of cargo and has a speed of about 10 knots. 

A notional-type tanker has a capacity for some 130,000 barrels of 
gasoline and a maximum speed of some 15 knots. 

Mr. FLoop. Ten knots for the cargo vessel ? 

General WHEELER. Yes. 

Mr. Fioop. For what war? 

General Browning. A notional ship is merely used for planning 
purposes, Mr. Flood. 

Mr. FLoop. You are not going to put it in the water ? 

General Brown1ne. This is not the type of ship we want to use, but 
in determining the number of ships required they are all related to 
this notional ship. 

Mr. Fioop. Just so you do not launch it that is great. 

General Wueecer. However, the current seagoing fleet is approach- 
ing block obsolescence and there appears to be a real need for modern- 
ization of the United States oceangoing fleet with the objective of 
shortening turnaround time. The first rollon, rolloff vessel, the Comet, 
now making its maiden runs, was conceived by the Transportation 
Corps, United States Army. This vessel is regarded as a very promis- 
ing development, and it is considered that more ships of this type 
should be built. 

(Off the record. ) 

Mr. Foon. Is that on one front ? 

General Wurrter. It would be one objective area, either the Pa- 
cific side or the Atlantic side. 

Mr. Fioop. Only one at a time? 

General Wuereter. That is correct. 

Mr. Fioop. I hope that they agree with you. Go ahead. 

General Wueeter. I can talk to that later on if you wish, Mr. 


Flood. 


REQUIREMENT FOR AIRLIFT 


Our requirements for airlift in limited war are functions of sev- 
eral variables, among them being the size of the force needed early 
in the objective area, the distance to and physical characteristics of 
that area, and the availability of logistic support in or near the area. 
In consonance with national security policy which recognizes that, 
within our total military forces, there must be highly mobile ready 
forces to deter and defeat local aggression, the Army maintains 
within the United States the Strategic Army Corps as an alert force 
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which is ready to initiate overseas movement in a matter of hours. To 
gain maximum speed of reaction, we plan to airlift high- -priority 
combat and command and support elements of these forces to the trou- 
ble spot, wherever it may be. Followup forces and the supplies needed 
for sustained combat operations would be moved by sealift. 

Because of the variables mentioned above, the airlift to meet the 
Army’s requirement varies over wide limits and may, in some in- 
stances, exceed the general war requirements of all the services. It is 
presumed that an allocation of airlift would be made to the Army by 
the Joint Chiefs of Staff from total airlift assets available at the time 
of an emergency. 

(Off the record.) 


TACTICAL AIRLIFT AND SEALIFT REQUIREMENT 


With regard to the Army’s tactical, or short-range airlift and sealift 
requirements, it is visualized that about the same amount of lift will 
be needed for limited war as for general war. 

Sufficient tactical airlift is required to support simultaneous air- 
borne assault by the assault echelons of (———-). This amount of 
tactical airlift is considered necessary to meet both combat and training 
requirements of the two airborne divisions stationed in the United 
States and of the two airborne battle groups stationed in Europe. 

Tactical airlift is also needed for intratheater airlift and may be needed 
to supplement strategic airlift. 

The current troop carrier forces of the active and reserve Air Force 
combined are capable of simultaneous lift of (————). While it would 
be preferable to have a higher percentage of lift in the active Air Force, 
the current shortfall in active troop carrier capability in the CONUS 
is acceptable, with the proviso that the Air Force reserve be able to 
meet its share of the Army’s requirement and that there will be no 
further reduction in active troop carrier capability. 

It is considered that modernization of rie tactical airfleet should 
continue at an accelerated rate. 

( Off the record. ) 

Mr. Manon. We appreciate your statement very much, General. 

I believe that Mr. Sharp is the next witness. 

Mr. Sharp. 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF THE Arr Force 
FOR MATERIEL 


Mr. Suarp. Mr. Chairman and members of the committee my name 
is Dudley C. Sharp, I am Assistant Secretary of the Air Force for 
Materiel. 

In appearing before you at these hearings, my colleagues and I wish 
first of all to express our appreciation for the privilege you have ex- 
tended to us. We also appreciate the continued attention that this 
committee has directed toward air transport matters. This, to us, is 
a clear indication that Congress and the public understood the vital 
nature of strong, effective military airlift forces, and that they are 
aware of the degree of reliance placed on such forces by the Defense 
Department. 
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Before going into my principal material, I should like to recall to 
the committee members that Secretary Douglas appeared before this 
committee on March 13, 1957, to discuss military air transport matters. 
I mention this because the principles, policies, and practices described 
then by Secretary Douglas remain applicable today. 

In order to give us a common departure point, I should like to de- 
scribe a number of objectives and principles under which military air 
transport forces are established and employed. 


GENERAL OBJECTIVES OF MILITARY AIR TRANSPORT FORCES 


We have four general objectives. These are: 

(a) To acquire and maintain in being military air transport forces 
which, when augmented by civil air transport resources, are qualita- 
tively and quantitatively capable of providing the airlift support re- 
quired for successful implementation of war plans approved by the 
Joint Chiefs of Staff. 

(b) To achieve, in those military air transport forces, a state of 
trained readiness and peacetime rate of operation which will insure 
their ability to respond instantly to an emergency and will enable 
them to carry out their missions at the higher operating rate required 
by wartime needs. 

(c) To utilize military air transport resources in peacetime to de- 
fray Department of Defense peacetime airlift requirements. (This 
must be done in the most effective manner compatible with the fore- 
going objectives. ) 

(zd) To utilize augmenting civil air transport resources and services: 

(1) In peacetime to the maximum practicable extent, consistent 
with requirements and the efficient employment of military re- 
sources; and, 

(2) In emergency to the extent that they are available and 
needed in support of military operations. 


CIVIL AUGMENTATION LIKENED TO RESERVE FORCES 


Right here I believe it would be appropriate to draw a parallel be- 
tween certain active and Reserve forces to illustrate how we have pur- 
sued these objectives. It has been generally accepted that the outcome 
of any future major conflict will be heavily influenced by the decisive 
force of our combat units applied on a tightly- compressed time scale. 
It, therefore, follows that the requirement for instantaneous reaction 
can be met only by forces which are in being, trained, and experienced 
at their tasks. 

Augmentation forces, which can be ready for action in 2, 5, 10 
days or more, are an absolute necessity if follow-on requirements are 
to be met. However, to plan on the use of Reserve forces for initial 
actions that must be launched in minutes and hours would be unsound 
and unsafe. 

The primary, specific objective of military air transport forces is 
to provide airlift for initial emergency combat deployments and 
other military requirements which cannot be satisfied by surface move- 
ment or by nonmilitary airlift efforts. Therefore, we have established 
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and must maintain our essential military airlift forces to respond in 
the critical initial period. However, we rely heavily on civil industry 
for reserve support in the form of the Civil Reserve Air Fleet, just as 
we depend on military Reserve units to back up our tactical ‘and air 
defense forces. 

The transport force now in MATS has been developed in conso- 
nance with the objectives and principles just described. The size of 
this force is related primarily to the overall Department of Defense 
airlift needs for a general war, but this, of course, does not preclude 
the use of this force to support a local action. The heavy transports 
of the Tactical Air Command were transferred to MATS as directed 
by the Department of Defense in connection with the single manager 
assignment for airlift service which I shall discuss later at more 
length. The purpose of mentioning this here is to point out that these 
heavy troop carrier aircraft have alw: ays been earmarked to augment 
MATS in anemergency. Their transfer to MATS does not, in itself, 
represent a net increase in emergency airlift capability. However, 
the committee has been furnished information by other witnesses to 
indicate the overall growth of military airlift capacity for various 
situations. 


NEED FOR MATS’ PEACETIME TRAINING AND EXERCISE 


In order to function as an integral part of the combat fo 

MATS must train and exercise in peacetime at a rate from which it 

can expand effectively in an emergency. MATS’ proficiency in air- 
lift functions goes beyond flying skills to embrace an entire air trans- 
port system, consisting of terminal operations, communications, con- 
trol teams, ‘maintenance and many other elements, However, the 
training MATS does differs from that practiced by other military 
forces in several] respects: 

First, the MATS’ wartime mission is basically but an expansion of 
its normal functions; realistic training is an everyday part of its 
peacetime activity. Support of SAC peacetime rotations, and simu- 
lated combat missions are conducted under conditions similar to those 
which might be expected in an emergency. 

Second, their training operations are used to arees economies in 
logistics by shortening en route time for personnel, and by reducing 
the amounts of high-cost material in pipelines. 

Third, the recently assigned responsibility for the movement of 
missiles for the military services represents a vital peacetime mission, 
the effectiveness of which is directly related to our wartime posture. 

The imports int point to be drawn from these statements is that 
MATS’ peacetime transport operations must go on at their present, 
or at a higher rate if the emergency utilization rate is to be sustained. 

Their present average utilization is well below the rate of 6 flying 
hours per day per aircraft, which we believe should be flown if the 
higher war plan goal is to be met. These operations represent a 
necessary recurring cost, and considerations of economy dictate that 
the airlift so generated must be applied to do useful work. 
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SINGLE MANAGER FOR AIRLIFT—PROGRESS AND IMPLEMENTATION 


Turning now to the single manager assignment for airlift service, 
I should like first to mention that this assignment involves a number 
of complex implementing actions, and progress has necessarily been 
slow. 

Following the requirements of the basic Department of Defense di- 
rective, the Air Force, in collaboration with the Army and Navy, 
developed “terms of reference” to establish basic interservice agree- 
ment and policy necessary to operate under the single manager 
concept. 

These terms of reference were approved by the Secretary of De- 
fense in September 1957, and the Secretary of the Air Force, in his 
capacity of single manager, activated the Operating Agency for Air- 
lift Service—that is, MATS, and designated the comm: ander, MATS, 
to be Executive Director of the Agency. 

Industrialization of MATS’ airlift service was originally scheduled 
to begin operation on January 1, 1958. However, a decision by De- 
partment of Defense rescheduled this sta rting date to July 1, 1958. 
This, in our opinion, was a very beneficial « lecision for us. Had the 
industrial funding begun on January 1, it would have been necessary 
for the Air Force to establish a management fund in order to gath 
funds from several appropriation sources to finance airlift for al] 
Department of Defense agencies. However, the new date coincides 
with the beginning of fiscal year 1959, and the necessary adjus ments 
are included in the appropriation estimates of the three services for 
fiscal vear 1959. Establishment of the fund on July 1 is in aes 
with the views expressed by this committee that new enterprises be 
effective with the beginning of a fiscal year, following established 
financial practices. 

Also, the new date provides the Air Force with the opportunity to 
develop and test the systems and procedures to be use rt n subsequent 
years under the in lustrial fund cone ept. 

The basic Department of Defense directive also requires that a 
charter, organization and staffing patterns and a 1 concept of operations 
for the Agency he submitted to the Office of the secretary of Defense 
for review and approval. Various elements of Department of De- 
fense. including the Air Force, are working out details of these docu- 
ments which ultim ately must be approved by the Office of the Secretary 
of Defense. In addition, you will recall that the fiscal year 1958 Sup- 


plemental Appr ypriation Act (Publie Law 85 170) authorized the 
transfer of S75 million tothe Air Force industrial fund to provide the 
working capital to finance the operation of the industrial fund account 
for airlift services. Assuming that the plans now pending are ap- 
proved, it appears hat the airlift service income and expenses for 1959 
will approximate $313 mi li ion. Considering experience in financi al 
operat ions, that is collect ion an 1d payment evcles, in ot] 
capital fund areas and assuming the order-of-magnitude estimate of 
$313 million to be fairly representative of the volume of business in 
1959, it appears that the presently authorized cash working capital is 
the minimum re juire «d for the initial financing of the arte ervice. 
These and other preparatory steps and actions are being taken in 
connection with the start of industrially funded operations on July 1, 
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1958. It is very likely that a full year or more of working experience 
after the starting date will be needed to permit us to make a fair 
evaluation of this management system and the associated financial 
operations. 

Through this single manager organization, the Air Force and the 
Department of Defense will continue to plan for, and acquire airlift 
augmentation from the civil air transport industry both in peace and 
war. ‘To expand on this, I would like to restate one of our objectives 
which I mentioned earlier ; it is 
To utilize augmenting civil air transport resources and services: 

(1) In peacetime to the maximum practicable extent, consistent with 
requirements and the efficient employment of military resources; and, 

2) In emergency to the extent that they are available and needed in 
support of military operations. 


EXTENT OF COMMERCIAL AIRLIFT PROCUREMENTS 


The extent of commercial airlift services procured in recent years 
may be demonstrated by reviewing the trends portrayed during the 
1951-57 period, the latest year available (Chart No. 1). 


TaBLE No. 1.—Estimated cost of commercial air transportation procured by the 
military departments, fiscal years 1951-57 


a j ee — 
| | aia = 
Department Air Force 


Fiscal year | of Defense | total ! | Navy total 2 | Army total? 
total | 

1951 .--| $103, 495,481 | $75, 486, 000 $7,997,452 | $20,012,029 
ee ae 3 121, 337,813 | 74, 573,000 | 9, 969, 395 | 36, 795, 418 
1953... 147, 754, 553 81, 224, 000 | 10, 509, 697 | 56, 020, 856 
1954 96, 638,539 | 34,756,000 | 11,369, 190 50, 513, 349 
1955 _- . ‘ = 100, 238, 983 16, 444, 000 12, 593, 961 | 71, 201, 022 
1956 -| 170, 575,913 | 64, 179,000 | 20, 314, 430 86, 082, 483 
1957 eosin 219, 426, 730 84, 374,000 | 22, 052, 730 113, 000, 000 


! 


1 Beginning with fiscal year 1955, the amounts shown include transportation costs for airmail, but exclude 
air express. Air Force data include the cost of contract airlift procured by the Air Force for the Army since 
Oct. 1, 1955. 

2 Navy data include the Marine Corps for all periods except fiscal year 1951, which is not available. 

3 The data shown for Army represent the estimated dollar amounts paid each year for commercial air 
transportation on bills of lading and transportation requests by the Army Finance Center, Indianapolis, 
or both the Army and Air Force 


The Air Force favors a sound air transport industry which, operat- 
ing from a position of economic strength and self-sufficiency, can make 
a rapid, orderly transition from the peacetime development of trade 
and commerce, to the rigorous demands of a national emergency. 
From this it follows that we have a clear interest in encouraging the 
development of the civil air transport industry as a whole, and in 
continuing the working relationships which now exist between the 
military and the industry. 

To demonstrate just one facet of this interest, I would point out 
that the Department of Defense in fiscal 1957 spent some $220 million 
on commercial airlift services. 

This and other committees of the Congress have heard industry 
and trade organization witnesses testify that we should be forced to 
reduce our air transport forces and to rely on the civil airlines for 
airlift both in peace and war. 
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DANGERS IMPLICIT IN APPLYING “COMPETITION” CONCEPT TO MATS 


Speaking frankly, we are very much disturbed at the apparent mis- 
conception these w itnesses have 1 regarding military air transport forces. 
This is more disturbing, coming as it does from people whom we 
would expect to be well informed on the general concepts and need 
for military airlift forces. 

We have heard MATS referred to variously as “a billion dollar 
boondoggle,” “excessively costly,” “unnecessar ily large,” and most fre- 
quently, “competitive with the carriers.” By and large, extreme asser- 
tions of this kind are usually attributable to an excess of advocacy or 
a lack of factual information on the part of the speaker. But the last 
one, relating to competition, could become a “catch phrase.” As such 
we feel we must give it serious attention. 

The concept of avoiding competition with private enterprise has 
been accepted by the Defense Department. This concept has been 
applied to many and varied activities such as bakeries, coffee-roasting 
plants, pr inting establishments and the like, which we are eliminating 
as fast as possible when they have no bearing on our defense posture. 
These are all necessary supporting resources for the military, but we 
do not claim that they, as a general class, are essential to the first hours 
and days of an emergency. 

However, to apply this concept of competition to a vital, integral 
element of the weapons systems employed by our combat forces is very 
much another matter. Conceivably, by the process of persuasive 
advocacy, the idea of MATS competing with the carriers could be 
fostered to a danger point. As such a point arbitrary reductions in 
MATS’ size or operating rate might take place, resulting in serious 
damage to our deployment and retaliatory strength. 

The cargo and passengers moved by MATS in peacetime are carried 
only as a useful byproduct of MATS’ worldwide activities. The flying 
hours are being consumed; therefore, it is only reasonable to keep the 
fleet. gainfully employed. In this manner substantial economies are 
effected which would not otherwise be possible. 

Operational readiness of this system, achieved through actual opera- 
tions in peacetime, with the right numbers of people, equipment and 
dollars, 1s essential to instantaneous, effective reaction if war should 
come. We have already stated—but it is worth saying again—that 
MATS’ operations represent a necessary recurring cost. MATS must 
retain and improve the strength and endurance to surge upward in 
an emergency operation. 


ALLOCATION OF MILITARY TRAFFIC TO COMMERCIAL AIRLINES 


I would like to turn now to a discussion of that portion of Senate 
Report No. 543 which states in part that “within the 1958 appropria- 
tions for Operations and Maintenance, and for Military Personnel, the 
Defense Department should reprogram expenditures for operating 
MATS and other Government-owned transport activities sufficiently 
to permit the funds so reprogramed to be applied toward procuring the 
services of United States civil carriers to meet as nearly as possible 
40 percent of the passenger requirements and 20 percent of the cargo 
requirements of the Military Air Transport Service.” 
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It is most important to recognize that the Department of Defense 
as a whole uses large amounts of commercial airlift which are pro- 
cured through several sources, principally in the military departments, 
For ex: umple the Air Force, through its procurement agent, the Air 
Materiel Command, buys airlift to augment MATS overseas opera- 
tions, and in addition purchases close to 145 n nillion ton-miles of com- 
mercial airlift per year for the domestic cargo operation known ag 
LOGAIR. The other military departments have also been using 
substantial] quantities of civil airlift to meet their own needs; era 
Navy has QUICK TRANS which is similar to LOGAIR and t 
Army utilizes CAMS (or, “Commercial Air Movements”) for Nee 
sonnel transfers. Beyond this all three departments buy commercial 
airlift in the forms of individual travel by Government tr: ansporta- 
tion request, and air express and air cargo in small lots by Government 
bill of lading. These types of lift are used both domestically and in- 
ternationally. Also, mail is moved to oversea forces by this means, 

The next chart (table No. 2) which covers the first half of fiscal 
year 1958, the latest period available, shows the procurement of com- 
mercial airlift to meet those Department of Defense requirements 
which were placed against the Military Air Transport Service. Com- 
mercial airlift, in that period, was used to move 36.8 percent of the 
passenger and 6.3 percent of the cargo requirement. 


Taste 2.—MATS military versus commercial airlift during first half of fiscal year 
1958 
I Cc 
sof | Percent Cost | Millions of | Percent Cost 
j ton-I 
J 130. 6 63. 2 330. 0 93.7 |---~---s---c0s 
Commercial _ ......-- 76.0 36.8 $24, 442, 000 22.0 6 3 $4, 422, 000 
Total__- . 206. 6 100. 0 24, 442, 000 352. 0 100. 0 4, 422, 000 


The figures furnished in table No. 3 reflect the peacetime commer- 
cial augmentation of MATS which was achieved pd the first half of 
fiscal year 1958 without reprograming personnel or Operation and 
Maintenance funds. Such reprograming would have resulted in a 
MATS operating rate which would have been substantially below the 
minimum required to enable successful prosecution of war plans. In 
éddition, it is-eatimated that, for every tonanile of communncan | airlift 
which might be purchased with reprogramed O. and M. dollars, the 
production of military airlift would be reduced by about 4 ton-miles. 
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TABLE No. 3.—DOD airlift traffic by military and commercial means for first 
half of fiscal year 1958 





| Passenger Cargo 
ton-miles ton-miles 


i Bi al sites be a = | | 








1, Overall DOD airlift (MATS and commercial airlift, domestic and inter- | 

national) ___- .-------| 274,609,211 | 466, 445, 631 
2, DOD airlift by commercial means (domestic and international) _.__- { 144.020, 611 | 136, 386, 631 
3, Overall DOD international airlift (MATS and commercial) _.............- | 212) 437, 735 | 368. 540. 947 
4, DOD international airlift by commercial means___- 81, 849, 135 | 38, 481, 947 
5, Percent of item 2 (DOD airlift by commercis! means) to item 1 (overall 1 

DOD airlift) for D ssenger and cargo separately 52.4 29. 2 
6. Percent of item 4 (DOD international airlift by commercial means) to 

item 3 (overall DOD international — for passenger and cargo sepa- 

rately -- s i 3 ; 38.5 10.4 


Note.—(1) Figures based on actual procurement for months of July through October and estimated 
procurement for months of November and December. However, airmail data which is included was based 
on procurement fo r July and August and estimated for October through December. 


This is explained as follows: MATS average operating rate in fiscal] 
year 1957 was 4.5 hours per aircraft per day; if this rate had been re- 
duced by 1 hour per day for the year, savings on crew eee ry duty 
travel allowances, fuels and lubricants. parts and sup pl ies to maintain 
aircraft and contract maintenance for depot level overhaul would have 
come to some $17.2 million. No savings would have been realized 
assigned crew, maintenance, traflic, communications or other person- 
nel, or in operating facilities and bases, or in aircraft equipment. All 
these were, and are needed at present or higher levels for emergency 
operation. 

If the MATS ee ation had been reduced by 1 hour per day for 
fiscal year 1957 (as described above) a corresponding annual reduc- 
tion of some 236.8 million ton-miles of military airlift would have re- 
sulted. If the $17.2 million made available by thus reducing MATS 
operation had been applied to buy commercial airlift at present com- 
petitive rates, then about 93 million ton-miles could have been bought. 
This would have represented about two-fifth of the ton-miles lost by 
eurtailing MATS. 

However, our estimates indicate that large-scale purchases of com- 
mercial airlift in this period would have quickly used up whatever 
excess capacity existed in the market, and the increased demand would 
have forced prices upward. Therefore we have estimated, conserva- 
tively, that the $17.2 million would in fact have bought only some 60 
million ton-miles of commercial airlift, or about one-fourth of the air- 
lift which would have been lost if MATS’ operating rate had been 
eut back. 

We must be frank to state that little or no reprograming has taken 
place within the funds allocated directly for Operation and Mainte- 
nance, or for personnel of the Military Air Transport Service. Our 
reason for not taking such action, simply stated, is our belief that the 
national interest, and particularly our defense posture, would be 
severely weakened if MATS’ ability to carry out strategic deploy- 
ments, and other war plan activities, were in any way reduced. 

This information iS furnished in connection with the Senate Appro- 
priations Committee’s feeling that the Department of Defense has 
not made sufficient effort to use commercial airlift in the international 
and overseas field. 
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FUNDAMENTAL NEED FOR MATS RECOGNIZED 


Virtually every witness appearing before this and other congres- 
sional committees has recognized the fundamental need for MATS, 
However, some appear to have failed to take into account at least 
three collateral and equally fundamental facts: 

First. The Air Force has stated many times, publicly, its belief 
that it is neither practical nor desirable to maintain military airlift 
forces sufficient to meet all of its needs in an emergency. 

Second. There are certain minimum needs which, on the basis of 
timing, security, experience, availability, instantaneous readiness and 
types of equipment, must positively be met by military airlift forces, 
These are hard-core airlift needs of such crucial importance at the 
outset of war that reliance for their fulfillment must be placed upon 
a seasoned, properly equipped, disciplined military force. 

Third. The Government, through its appropriate processes, has al- 
located, and the taxpayer has provided funds for airlift resources to 
enable the Department of Defense to meet the specified minimum 
emergency needs. It would be poor management and unsound eco- 
nomic practice to waste these resources. However, these airlift forces 
would be deceptive and unreal if they were unable, for lack of train- 
ing and exercise, to carry out their emergency tasks. Moreover, if 
their training and exercise produce a useful product—namely, peace- 
time airlift usable for the necessary deployment and maintenance 
of our forces—it would be wasteful of the taxpayer’s dollar not to put 
this product to work. 

The annual cost of MATS operations has continued to increase. A 
comparison of expenses from 1954 through 1958 expresses the increas- 
ing cost of maintaining a close support strategic transport system. 


TABLE No. 4.—Overall cost of MATS and cost of transport and other missions as 
DO ted for fiscal years 1954 through 1958 


{In millions] 


Fiscal | Fiscal | Fiscal Fiscal Fiscal 
year 1954 | year 1955 | year 195€ | year 1957 | year 1958 


| 





Total reported cost of operatior ; $481, 269 | $560,024 | $596,105 | $646,916 $721, 508 
Add depot maintenance $41, 496 $48,084 | $67,215 $72, 476 $83, 129 
Total cost of operations $522, 765 | $608,108 | $663, 320 $719, 392 $804, 637 
Cost of technical service and other missions $338,009 | $388,462 | $414, 967 | $446, 905 $501, 970 
Strategic transport mission 
Cost of operation - $184,756 | $219,646 | $248,353 | $272,487 | $302, 667 
Percent of total cost 35 36 38 38 38 
Less cost of training and test = $31, 730 $32, 103 $41, 420 $47, 488 $52, 664 
Cost of strategic airlift $153, 026 | $187,543 | $206,933 | $224, 999 $250, 003 


NotTe.—The reported cost for fiscal year 1956 differs from the da ta recorded in the man ual report submitted 
; I 





to the Secret of Defense in that the chart on p, 1724 of the : it of Defense appropriations for 
1958, hearings before the subeommittee of the Committee on Appropriations, House of Representatives, 
85th Cong., Ist sess., states for f 1 year 1956 that the Strategic Tran sp rt Mission cost of operations is 
$248,464 This figure he yuld re a $248 353,000 The chart also states that the ratio of Strategic Transport 


Mission cost of operations to total cost is 42 percent. This figure should read 38 percent of the total cost as 
reported on 3d line of the above chart. 


The reported cost of MATS operations are accumulated and reported in ac- 
cordance with AFM 177-1. Included are all costs chargeable to MATS organi- 
zations wherever located. Reported costs include all elements of personnel pay 
and allowances. Centrally procured supplies, aviation and ground fuel and lubri- 
eants, and contractual services costs are included. Base support costs, i. e., 
locally and centrally procured housekeeping supplies, subsistence in kind, and 
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base overhead are completely recorded for MATS bases. These costs for units 
of MATS located on other command bases are not prorated to MATS or other 
tenant units in the hosts’ records and are, therefore, not reported or available 
to MATS. Costs recorded as MATS-wide contracts include the contract tech- 
nician service program, contractual base support, overseas logistic support and 
CRAF logistical working group and senior lodger costs. These costs are dis- 
tributed to base support since no valid method has been derived for distributing 
these costs to the various missions. 

Some costs of supporting MATS are not available under present accounting 
and reporting procedures. The cost of service performed for MATS aircraft 
transiting bases of other commands where no MATS servicing organization is 
stationed is not segregated on the host base’s records and cannot now be reported 
to MATS. However, aircraft fuel and lubricants issued to MATS aircraft at 
such bases are charged to MATS and included in our cost as reported. 

The reported costs of Headquarters, MATS, the air transport divisions and 
independent units are recorded in total and distributed to the various missions 
supported by these units. Each mission is charged with an appropriate share of 
Headquarters, MATS cost and each (except the technical services) receives an 
appropriate share of base support cost. The costs recorded in the base support 
mission represent costs not properly chargeable to any of the other MATS mis- 
sions, e. g., Support of tenants, support of “national interest” bases, support of 
technical services, combat readiness flying, dependent schools, bands, chaplains, 
base exchanges, recruiting, veterinary service, etc. 

The total reported operating cost of the transport mission is adjusted by the 
addition of the computed cost of Air Materiel Command depot maintenance be- 
fore developing the total and unit costs shown. As is customary in governmental 
accounting, no charge for depreciation of capital assets is included. 


Manpower requirements have likewise increased. During this same 
period, the personnel strength of MATS has risen considerably. 
Taste No. 5.—MATS personnel strength, 1954-58 
Total number of personnel assigned to the MATS organization broken down to 
reflect military and civilian, and assignment of each as to airlift or other activities 


and the percentage of the total assigned to airlift. 


d Assiqne d pe rsonnel, MA TS 


Air transport divisions Services, 
MATS total independent 
units and 
Number Percent headquarters 
ist quarter, fiscal year 1958 
Total | 125. 059 55. 568 44 0 69, 491 
Military } 105, 771 45, 316 43.0 60, 455 
Civilian : 19, 288 10, 252 53. 0 9, 036 
Fiscal year 1957 | 
Total 113, 884 44, 397 39. | 69, 487 
Military - -- 95, 699 35, 424 37.0 60, 275 
Civilian 18, 185 &, 973 49.3 9, 212 
Fiscal year 1956 
Total 107, 795 43, 349 40.2 64, 446 
Military 89, 474 34, 454 38.5 55, 020 
Civilian 18, 321 8, 805 48.6 9, 426 
Fiscal year 1955 
Total - J 104, 065 41, 684 a | 62, 381 
Military 90, 989 35, 849 39. 4 55, 140 
Civilian 13, 076 5, 835 44. f 7, 241 
Fiscal year 1954 
Total 103, 268 41, 394 40.1 61, 874 
Military 9), 371 34. 665 38.3 55, 706 


Civilian 12, 897 6, 729 52.2 6, 168 
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In the military, airlift growth has been related directly to increases 
in strategic striking power and the attendant requirements for deploy- 
ment and other vital emergency tasks. 

To keep this military force gainfully employed, maximum use of 
MATS’ capability has been made in the interest of economy. For 
this reason, the traffic carried by MATS has shown proportionate 
increases (table No.6). 


TABLE No. 6.—MATS traffic statistics, 1954-58 


Number of passengers and amount of cargo, including mail, carried by MATS 
and an explanation as to fhe increase. 


Fiscal year | Fiscal year | Fiscal Fiscal year] Ist half of 
1954 1955 1954 1957 fiscal year 
1958 

Nu! fy ‘ 

Milita ) $41 617, 10 "0, 2 8, 841 341,617 

\ ( ; », 094 27, 271 26,9 13,19 

Sb De i i T {4 

Co 8 8, 64 148 it 171, 02 
Num be S 

Military transp 75 } 120, 517 MO, 12 140, 531 32, 639 

Coy reial 9 909 i ‘1 ] 12 17, 482 4, S83 

T V \i 43 & TeSIL 
of rl r suse of 
tl ve tions due 
to ret J Oo rease in 
Air I 4 po 
t ‘ ‘ 
t ( I u li 8 
| : | 


However, the availability and use of this air transport capacity in 


peacetime has accelerated the development of our modern logistics con- 
cepts which hold, basi lly, that it is cheaper and better to move people 
and some thin: ~ by a rin peace or war. Ii is the application of these 
logistics concepts which we believe has accounted for the growth in Air 


Force and De partment of Defense use of commercial airlift in the post- 
Korea per! od. 

Good illustrations of our increasing use of commercial airlift may be 
found in the activities known as LOGATIR, QUICKTRANS, and 
CAM, which move military people and goods domestically. Lé IGAIR, 


for example, employs four carriers under a routine bid procedure. 
The operation is 100 percent c mmercial, linking some 50 Air Force 
bases and depots in the United vtates with scheduled cargo airlift. 
QUICKTRANS is the naval equivalent of LOGAIR and is a purely 
commercial venture, also using the services of specific carriers on a con- 
tract basis. The Army’s program is known as CAM, for “commercial 
air movement.” T] 1 a domestic oper% ition conducted on a short- 
term contract basis with low bid carriers moving military personnel. 


Military airlift requirements for both peace and war have shown 


1 ° } “4 , ‘ ° 
steady increases over the years. We have no evidence to indicate that, 


overall, these requirements will not continue upward. 
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MILITARY AIRLIFT OPERATIONS CONTRIBUTE TO OVERALL GROWTH OF 
AIR TRANSPORT INDUSTRY 


Thus, it seems to us that military air transport operations, far from 
being “competitive,” promise to eee even more substantially to 
further growth of the general air transportation industry through de- 
velopment of reliable, new airlift logistics concepts. 

There is one more point to be made in this general area. I said 
that we have a clear interest in encouraging the development of the 
air Gasimport industry as a whole. I mean this very seriously, be- 
cause we have a very real need for their services in peace and war. 


DISTINCTION BETWEEN ENCOURAGEMENT AND SUBSIDY 


However, there is, I believe, a very significant difference between 
encouragement on the one hand, and support, or subsidy, on the other. 

We feel that the present arrangement, wherein we use the carriers 
in accordance with the objectives I outlined, represents encouragement. 
And, of course, this encouragement manifests itself in many other 
ways. 

We feel that to use the civil airlines beyond our requirements, or to 
an extent which might reduce our airlift forces or their peacetime 
operating rates, w ould involve unace eptable risks. Moreover, unau- 
thorized responsibilities would be undertaken if the Defense Estab- 
lishment were to underwrite or guarantee, in any manner the economic 
welfare of the industry or any segment thereof. 

Fundamentally, it is the Department? s position that the number of 
aircraft and the utilization rates of military airlift forces in peace- 
time should be handled as other military requirements are handled— 
through the actions of the military departments, the Joint Chiefs of 


Staff, the Secretary of Defense, the Bureau of the Budget, and the 
Congress. 


CIVIL AIRLIFT NO SUBSTITUTE FOR MILITARY AIRLIFT 


The increasing civil air capacity is a defense asset of a very signifi- 
cant proportions, but it is by no means interchangeable with the; type 
of military airlift prov ided by MATS. If the size and nature of 
wartime airlift requirements were such that they could be met by 
an increase in civil augmentation, the defense agencies would un- 
doubtedly call for an appropriate increase. 

There are several things which should be kept clearly in mind in 
appraising the validity of the position I have just outlined. 

First. No decrease is anticipated in the requirements which occur 
in the first critical hours and days of any emergency. These are the 
tasks which must be done by militar y air tre ansport forces. We do not. 
and the Nation cannot, rely upon civil airlift to perform these 
missions. 

Second. The Joint Chiefs of Staff have determined that the pres- 
ent military airlift forces when augmented by the CRAF, can meet 
the minimum essential lift requirements which arise from current 
plans. 

Third. The requirements are under continuous review by the 
military departments, the Joint Chiefs of Staff, and the Department 
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of Defense. As strategic concepts change and new weapons come into 
our inventories, it is probable that a new pattern of emergency air- 
lift requirements will develop. Such developments cannot ‘be clearly 
forecast at this time, nor can the quantitative amounts of military 
and civil airlift support be pegged. However, the Congress may be 
certain that they will be kept fully informed of these requirements 
as they develop. 
CONCLUSION 
Tosum up: 
We have discussed the question of competition and stated our 
view that the continued application of this idea to vital military 
forces is dangerous to the national interest. 

We have shown that to the extent permitted by requirements and 
the effective use of defense resources. we have followed Government 
policies for the use of commercial airlift. 

Our testimony has indicated that there is a heavy requirement for 
initial emergency missions which must rely on military airlift. This 
military airlift is a complete system—a carefully desgned part of the 
overall a force. The system, and most of all the people who 
run it, must be fully conditioned to react—when the emergency arises— 
with the same speed, precision and skill possessed by other tactical 
units. 

The Air Force has military airlift forces which are correctly con- 
stituted within manpower and budget ceilings, and priorities. From 
a purely military standpoint or in comparison with the civil industry, 
all MATS aircraft except the C-133 are approaching obsolescence, 
For this reason we feel the modernization of MATS with high per- 
formance, long range aircraft is a military as well as an economic 
necessity. Over a period of years, the operation of the present MATS 
fleet will cost the taxpayer far more than if a timely modernization 
program is undertaken. Of course, simply buying more aircraft per se 
will not do the job. Modernization must be accompanied by improving 
the manpower and logistic support of the transport fleet as a whole. 

This military airlift system, its capacity, and its responsiveness, 
are essential elements of our deterrent strength. These military forces 
are back up by an adequate reserve in the form of airlift available 
from the civil industry. 


HEARING PROCEDURE 


Mr. Manon. We have had many hearings on airlift and many 
studies and investigations. All of us are quite aware of the attitude 
of the Department of Defense and the Army and the Navy and the 
Air Force. We know that the nonscheduled carriers, and the com- 
merical carriers would like to have more business. They have told us 
somany times. We believe in free enterprise and we want the civilian 
aircraft people to have whatever business can safely be given to them 
under the war plans and military requirements. 

As I said, we pursued this matter through the years quite vigorously 
and made certain recommendations. 

The last thing said about airlift was by the Preparedness Committee 
of the Senate in January which stated, along with 16 other recom- 





fr 


uy 


ab 


Fi 
an 


Y 





——— 





765 


mendations, that the airlift should be built up. That is the latest 
and more or less official word from the Congress on the subject. 

Now, I would like to yield to Mr. Flood instead of interrogating the 
witness myself. I would like for Mr. Flood to interrogate the wit- 
nesses on this whole problem of airlift. I do not know that any two 
members of the committee share precisely the same views with respect 
tothe problem. Nobody on the committee is authorized to speak for 
the other members of the committee with respect to airlift. 

Mr. Flood has made a very close study of this through the years. 
He is greatly interested in it, and rather than take time myself I 
should ‘like, with the permission of the committee, to have Mr. Flood 

roceed to interrogate the witness. 

Will you proceed, Mr. Flood ¢ 

Mr. Tuomas. Will you yield to me briefly, please ? 

Mr. Fioop. Yes; but I do not want any local issues raised. 

Mr. Tuomas. I want to compliment my fellow townsman, Secretary 
Sharp, for a very good, sensible statement. 

(Discussion off the record.) 

Mr. Fioop. I have the impression from what my distinguished 
friend has just said you are from Texas? 

Mr. Suarr. Yes; that is correct. 

Mr. FLoop. Anda voter. Weare very subtle here. 

I stumbled into this airlift problem when I was on the Army panel 
upstairs about 4 or 5 years ago when General Gavin was here 1 day. 
We used to have panels then and General Gavin made a erat 
about airlift and that got 4 or 5 of us on the Army panel upset. 

That was the first time that I ever heard anything about airlift. 
From that time on some of us have been very unhappy about it, 
and I am still that way. 

As Mr. Mahon said, we have heard one thousand stories both ways. 
You have not convinced me and I have not convinced you. 


AIRLIFT CAPABILITY 


I interrupted you, General Wheeler, when you were reading your 
statement, and I gather from your statement that you were talking 
about one theater of operation ? 

General Wueeter. That is right. 

(Discussion off the record.) 

General Wueeter. I would like to add something further. The 
Army requirement is slanted and is pointed toward staying within 
reason. 

Mr. Fioop. The rule of reason ? 

General Wueeter. That is right. We are not trying to establish 
astronomical requirements that obviously cannot. be met. We think 


; this would prejudice our case rather than help it. 

Mr. Fioop. Do you say, with your careful application of the rule 
' of reason, not more than that, they cannot be met ? 

, General Wuerter. At the present time that is true, sir—the top- 


most requirements cannot be met. 
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TYPES OF AIRCRAFT FOR AIRLIFT 


Mr. Fioop. Of course, you are talking about the aircraft. You are 
not an airman, so you only know them as I know them—vaguely, 
from being in an airplane once in a while. 

Is the Army satisfied with the type and kind of aircraft, the con- 
figuration, the airframe, you are going to be given to fly troops and 
hardware in? Have you seen them? Do you know anything about 
them ? 

General Wueeter. I know in general about them. I do not re- 
gard myself as an expert in that particular field. 

Mr. Fioop. Have you, or the Army people responsible for this type 
and kind of transport, ever discussed with the Air people, and have 
they ever discussed with you, what major type of aircraft you would 
prefer to take troops and hardware in, or both ¢ 

General Wueeter. Yes, but I think I have someone here who can 
answer that question better than I. We have discussed that with the 
Air Force. 

Mr. Fioop. Tell me what the discussion was, or how far you got 
with them ? 

Colonel Moon. There is a set system whereby the Air Force and 
the Army get together through the research and development chan- 
nels early in the development of a plane that is going to be a cargo 
plane or a personnel plane. The Army gets its views before the Air 
Force in connection with the development. It is a set procedure. It 
is authorized. Everybody uses it, and we have had a lot of arguments 
pro and con, and usually we win out when we have a good point. We 

‘an say that we have had our views accepted. 

Mr. Fioop. Then the Army’s views have been accepted by the Air 
Force as to the configuration of the present type of air transport for 
Army combat troops overseas ? 

Colonel Moon. Yes. 

Mr. Fioop. And you were present at those conferences ? 

Colonel Moon. I was not. I know from the records. 


INDEPENDENT CAPABILITY OF AIRBORNE TROOPS 


Mr. Fioop. Oh, you know from records? Are you satisfied with 
them now? Do you know how long the life expectancy is of the ad- 
vanced echelon of paratroopers or airborne troops, by days or hours? 

Colonel Moon. I have a man here who knows, but I do not know 
exactly. 

Mr. Fioop. Do you not think that you should know? Maybe you 
should not. What is the life expectancy of the advanced echelon of air- 
borne troops or paratroopers after you land, by hours or days, or 
both? 

General Wueeter. You would have to talk to that in terms of what 
the enemy has there to attack you with. 

Mr. Fioop. You said it. You tell me. Give me the rule of reason. 
You introduced the rule of reason here. Be reasonable. Set up a rea- 
sonable situation. You tell me. 

General WHreter. When we operate with an airborne assault unit 
we try to have it linked up with other units within 72 hours. 
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Mr. Fioop. Exactly, and by “other units,” and by “other support, 


you mean artillery, engineers, general combat and fighting support 


units every time you drop the m, do you not? 
General Wurerer. That is correct. 


ADEQUACY OF AIRCRAFT FOR AIRLIFT 


Mr. Fioop. Exactly. Now, to get hardware of that nature and kind, 
light tanks, artillery ‘of various ¢ ategories, or missiles, plus engineers 
and combat units of the nature and kind needed, are you satisfied 
with the type and kind of aircraft the Air Force is going to take it 
in now to support the units, since you approved it. Are you satisfied ? 

General Wuercer. We are talking now about a specific type of air- 
craft ? 

Mr. FLoop. Exactly. 

General Wuerever. The strategic airlift capability, that is, the 
ability to move Army troops long distances by air, is presently pre- 
dicated on the C-123 and the C 13 33, and these are perfectly an 
aircraft. 

Mr. Fioop. To do just what I requested ? 

General WHEELER. No, sir. 

Mr. Fioop. Let us talk about what Iam talking about. 

General Wreeter. We are talking primarily about assault type 
aircraft. 

Mr. Fioop. Let us talk about what I am talking about, for a change. 
I posed a question for you. I have the advanced echelon in. You 
told me how many hours or days. You told me what you had to have, 
the hardware and what else is necessary. Now, I say to you, in view 
of what you say you must have, do you think that you have the right 
kind of aircraft which this colonel tells me you have approved ? 

General Wueeter. The present assault—— 

Mr. Fioop. Can you not answer that question yes or no ? 

General Wueeter. I do not believe that I can answer it yes or no. 
Ido not believe that it can be answered yes or no. 

Mr. Fioop. I believe itcan. You answer it your way. 

General Wueever. You see, the C-123 is an assault type aircraft 
and is a suitable aircraft. The follow-on to that aircraft is the C—130. 

Mr. Fioop. What do you mean by “follow-on” ? 

General Wueeter. It is the aircraft the Air Force is buying now 
asa tactical troop carrier aircraft. 

Mr. Fioop. Do you know the numbers on purchase and the produc- 
tion schedule ? 

General Wueeter. I can get that for you. 

Mr. Foon. Supply it for the record at this point. 

(The information is classified and has been furnished for the use 
of the committee. ) 


TYPES OF AIRCRAFT FOR USE ON UNIMPROVED AIRFIELDS 


General Wureter. The C130 is a good aircraft. We have nothing 
against it. We do think that it is too big and probably too fast to be 
used for air landing of the type of equipment you are speaking of on 
an unimproved airfield. 
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Mr. Fioop. The type that I am speaking of? You are the soldier, 

General Wuereter. You were naming the missions. 

Mr. Fioop. Is that not what you want? We are talking about your 
stuff. : 

General Wueeter. The C—130 we think at the present time is not as 
good an aircraft as we would need for landing this type of support 
equipment on unimproved airfields. 

Mr. Froop. What do you want? 

General Wueeter. We want something that has a better perform- 
ance on that type of field. 

Mr. Fioop. Have you asked for it? 

General Wueeter. I believe we have, sir. 

Mr. Fioop. Did you get it ? 

General Wueretrer. The Air Force, I understand, is working on an 
improvement to the C-130 in the area of boundary layer control; in 
other words, an increased lift with this particular plane. 

Mr. Frioop. At this point in the record again insert the plans and 
prospect schedules on that aircraft. If they are classified, mark them 
as so, but put them in the record so the committee can have the infor- 
mation. 


DEVELOPMENT OF ATRCRAFT FOR USE ON UNIMPROVED AIRFIELDS 


Mr. Manon. I think it would be well to have the Air Force tell us im- 
mediately and briefly what they are doing toward the development of 
the type of aircraft required. Who is able to do it? 

Mr. Suarp. I can do some of it, but we have Colonel Kennedy who is 
the supporting witness. 

As the general has mentioned, we are working on the boundary layer 
control, which is a new system which will mean that the C-130 will 
take off in shorter distances and land in shorter distances than in the 
past and to a greater degree will solve some of our problems. 

Mr. Manon. Are you working on it ? 

Mr. Suarp. It isa research and development program actively being 
pursued by the Air Force at this time. 

Mr. Manon. When would you have the first one to fly? 

Mr. Suarp. I cannot give you the exact schedule. This is a re- 
search and development project, and I would not know that. Per- 
hans Colonel Kennedy may have those figures. 

Mr. Frioop. At this point I want to get into the seaplane situation. 
You have touched upon it. 

(Off the record.) 

Mr. Manon. Colonel Kennedy, what are we doing toward perfect- 
ing an aircraft which will be suitable for the utilization of the Air 
Force in assisting the Army in landing equipment, and so forth? 

Colonel Kennepy. Sir, I refer to the testimony of Mr. Horner on 
this subject at the previous hearing on the 10th of March. 

(The reference is to p. 166 of hearings on the Department of the 
Air Force appropriations for 1959.) 

I have prepared a statement which I hope will answer your ques- 
tions. 

Probably first we should outline how Army requirements, or a user’s 
requirements, are integrated into an actual development cycle for 
hardware per se. 
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Mr. Manion. We have been told that the Air Force works with the 
Army and the Army with the Air Force in deciding what the require- 
ments are. That is all we need to be told, if that is true. 

Colonel Kennepy. I think it goes a little further than that, sir, in 
that we must have some knowledge of technical capablity, whether 
or not certain things are feasible as well as the operational need. So 
we know such things are technically practical, we keep going a con- 
stant number of research projects all the time, developed for the 
purpose of finding out what our technical capability is at any given 
time. 

































RESEARCH AND DEVELOPMENT PROGRAMS FOR TACTICAL 
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For example, between 1951 and 1958 there were some 60 programs 
on various aspects of vertical takeoff, and short takeoff and landing- 
type aircraft; all of these programs were, and are designed, to im- 
prove this capability, so we can find out where we are. When the 
technical programs prove practical, and certain techniques or con- 
cepts are realistic, then requirements can be established for the 
development of hardware. 

Maybe I could illustrate how the system works by pointing out the 
history of the operational requirements of two systems. One was 


troop carrier assault vertical takeoff and landing aircraft. The other 
was a troop carrier fixed-wing aireraft. 
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In February of 1955 it became evident to us that it was operationally 
necessary and technically feasible to plan for achieving improved 
capability in these two areas in the early 1960 time period. It 
seemed to us that both services would have had a requirement for 
these improvements. However, when we started out to coordinate 
this with the Army, the Army in May of 1955 stated that no re 
quirement existed for the vertical takeoff and landing system, but 
they did agree to the need for the ce vee aircraft. 

Since we in the Air Force thought we had a requirement for verti- 
cal takeoff and landing systems, we established a formal requirement 
in 1956. In December 1956, the Army forwarded a requirement for 
a vertical takeoff and landing aircraft with practically the identical 
characteristics of those which we had outlined in our original re- 
quirement. 


As a result, today the Air Force has on record, 



























































since early 1956, 























. two systems which specifically meet Army requirements. 

What are we doing about getting hardware to meet these require- 
i ments? Of course, it is not a short process. I could cite some of our 

most typical development projects along this line. 
e 
TILT-WING VTO AIRCRAFT, X—18 

C= _ - a Pa . . 
The X-~18 is the tilt-wing vertical takeoff and landing research 
‘e aircraft; it is designed to obtain technical data on sue h- things as 
rs 





stability, control, and flight loads, and to establish design criteria for 
any operational aircraft of the type which may follow. It 








is a 
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full-scale aircraft in the assault transport class. It not only will verify 
the feasibility of the concept but it will provide a realistic appraisal 
of operating prob lems, and ame ‘ans of explor ing oper ating tee hniques, 
Flight test for the aircraft in low-speed regime, hover and transj- 
tion, is expected to start thi is year. 

The total program is expected to cost us about $514 million. 

Mr. Scrivner. $514 million? 

Colonel KENNEDY. Yes, sir. This is for the development phase, 
We are actually using old hardware to peers the tg 20 We are 
using engines which are already under developm or are already 
in the inventory. . 

The most promising potential of the tilt-wing vertical takeoff and 
landing aircraft is believed to be in the theater logistics and assault 
transport roles. In these roles a 30,000-pound airplane, relatively 
small, equippe ‘d with 4 interconnecting turboprop engines is a ted 
to be capable of a vertical takeoff and landing mission carrying ——— 

nautical miles or radius of action and then return to its home 
base without refueling. It would also be able to carry substantially 
larger ae greater distances with a short takeoff run, of course. 

Mr. Froop. What was the maximum ? 

(Off 'the record. ) 

Mr. Fioop. What is the maximum distance ? 

Colonel Kennepy. ———— hundred nautical miles. This is in a ver- 
tical takeoff configuration. This isa concept and it is not a particular 
piece of hardware. 

(Discussion off the record. ) 

Mr. Manon. We do not need more detail about that at this time. 
W hat is vour next point. 

Colonel Kennepy. We are in a joint venture with the Army on 
this now, $4.5 million at the present time. 


CAPABILITIES OF C—-123 AND C-130 AIRCRAFT 


For short takeoff and landing and the more conventional fixed-wing 
assault and medium troop are missions where runway require- 
ments should be minimized, the current C-123 and C-130 are vast 
improvements over their predecessors. The C—123 operating at 56,000 
pounds can take off in 2,700 feet of ground run with a midpoint radius 
mission of 520 nautical miles, without refueling. The C—130, a much 
larger aircraft, operating at 108,000 pounds, can transport 25,000 
pounds on an 860 nautical mile radius mission with initial takeoff 
eround run of 1.510 feet and a midpoint landing role of 1,460 feet. 

Mr. Manon. What is the status of produc tion of the C-130? 

Colonel Kennepy. The C-130 is in production now with a current 
program of 269 aircraft, sir. 

a Manon. When will you have your first ? 

Colonel Kennepy. They are operational now. 

Mr. Manon. When will you have your first squadron? 

Colonel Kennepy. Actually we have now equipped almost three 
wings. 


Mr. Manon. Allright. Proceed. 
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BOUNDARY LAYER CONTROL 


Colonel Kennepy. ‘To improve short takeoff and landing capabili- 
ties beyond those of the C-123 and the C-130 to satisfy joint Air 
Force-Army requirements for troop carrier assault fixed-wing air- 
craft, new techniques are being sought. One of the most promising 
is boundary air layer control. This concept amounts to artificially 
blowing or sucking air over the wing, and it is essentially fooling the 
airfoil into thinking it is flying. While this program has experienced 
come technical difficulties on stability, the practical application of this 
could be achieved in improved version of the C-130. 

(Off the record.) 

In summary, the system does exist and it is in use for incorporating 
Army requirements into the development effort and ultimately opera- 
tional aircraft. 

That is all I have, sir. 

Mr. Fioop. Let us see what the Navy and Marines are doing to help 
the Army and each other. 


USE OF SEAPLANES IN AIRLIFT 


On pages 2049 to 2097 of the Defense hearings we held last year 
on the question of aircraft strategy, Admiral Radford and Colonel 
Bird of the Air Force were here and made a presentation on this sub- 
ject. The big problem and their objective had to do with bottleneck- 
ing because of landing areas, similar to the problem this Colonel is 
talking about. 

We mentioned with the Navy people early in the hearings the sea- 

plane could do sé ome 0 f this work. We talked about a Martin Co. op- 
eratio yn. IT have here a statement from Guy Mallory, who is with the 
Martin Co. at Balt imore, concerning this. I want to put in the record, 
Mr. Chairman, several paragraphs from his statement, and also a 
statement by Marine Corps General Paige. Are you General Paige? 

General Patan. Yes, sir. 

Mr. F Loop. (sood. 

I would like to put that in the record on this point of naval air- 
craft. I want to read one quotation from that statement of Martin. 

In the contested areas of the world there are few areas more than 50 miles 
from the nearest usable waterline. In Southeast Asia, for example, only 5 
percent of the land is within 50 miles of any kind of land runway, while almost 
half is that close to a water runway meeting the required study criteria. 

General, I have some of the statements you have made here. I 
have particularly the Army, Navy, Air Force Journal story on what 
you had to do on this water-based transport aircraft. I suppose it 
would apply to Army as well as Marines. 

Would you care to make a few comments along that line insofar 
as the position of this ty ype of aircraft in our operations is concerned, 
and what you and the Navy or the Air Force or the Department of 
Defense is doing to improve that kind of transport capability 4 

General Paice. Mr. Flood, I believe Admiral Kivette is much more 
familiar with the developmental program. 

Mr. Froop. Let’s hear from you first. What have you to say? 
You will be in one of them, probably, so what do you think ? 
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General Patce. I believe the sea-based transport aircraft has cer. 
tain limited possibilities and certain limited use. It would be good 
for use in landing specific reconnaissance parties in certain areas and 
recovering them. It would be useful for the transport of emergency 
supplies and various other types of logistic support in that field. 

I believe its cost is such that for widespread use it is almost pro- 
hibitive at this point. 

Mr. Fioop. Have studies actually been made or have the Marines 
asked the Navy to any extent to do any studies for effective replacing 
of even surface transport or wheeled aircraft transport for the long- 
range shipment of troops, by water-based transport—rivers, lakes, 
bays, harbors, and what not ? 

General Patce. That has been pursued in connection with the de- 
velopment of the P6M, its possible use as sea transport. 

Mr. Froop. In other words, that question should be answered by 
the Admiral; is that it? : 

General Paice. Yes. 

Mr. Fioop. Marine General Sheppard had a study conducted in 
1955 and 1956 with reference to your requirements in the Marines and 
it showed: (1) better dispersion in space and time, (2) faster rein- 
forcement time, (3) better equipped support reinforcements, (4) re- 
duce the problem of enemy mining activities, (5) permit more rapid 
reaction to call for Marine assistance in local wars. 

That was Operation Dragon. You know about Dragon. 

Sheppard was good. I know you are good, but Sheppard was good, 
too. Those are five very strong points for the Marines. What about 
it? 

General Paice. In connection with Operation Dragon, sir, this type 
of aircraft was used primarily for emergency resupply. 

Mr. Fioop. Those things were not done? 

General Paice. What is that, sir ? 

Mr. Fioop. The other five points were not engaged in ? 

General Patcr. Not by water-based aircraft completely ; no, sir. 

Mr. Fioop. Water-based aircraft is all I am talking about. Have 
you ever engaged in the operations indicated with any operation or 
project of the Navy or anybody else, with water-based transport? 

General Patcr. Yes, sir. 

Mr. Fioop. When, where, why, and what happened ? 

General Patcr. In the development of the R3Y, sir, by Consolidated 
Aircraft, which is now General Dynamics. It is commonly known as 
Convair now. With the Navy, we built 10 or 11 of those aircraft, and 
we experimented with them and we had partial success, not complete 
success. 

Mr. Fioop. You abandoned the experiment ? 

General Paicr. No, sir. The aircraft are still available and we 
used them as late as last year. 

Mr. Fioop. Are you serious about this? 

General Paicr. Only insofar as their use for emergency supply, sit. 

Mr. Froop. Then am I to understand that the present policy of the 
Marine Corps is that you are not interested in seaplanes for general 


Marine Corps operations but only for limited operations of the nature 
you speak of ? 
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General Pater. Only for limited operations, sir, and not as the 
principal means of landing. 


USE OF HELICOPTERS FOR TRANSPORT OF MARINES 


Mr. Fioop. Are you aware of the Board of Marine Corps Officers 
recommendations in 1946 on helicopter use for your new landing 
operations, your new envelopment operations, and their recommenda- 
tions for helicopters, which you are using, of course. 

General Paice. Yes, sir. 

Mr. FLoop. Have you abandoned that part of the Board of Marine 
Corps Officers 1946 suggestions as to replacement for assault work of 
seaborne aircraft ? 

General Paice. No, sir, we have not abandoned it, but we do not 
feel that it is the primary means we will use for landing. We feel 
that a combination of the helicopter and the seaborne transport, that 
is, ships, is the means we will use. 

Mr. Fioop. Admiral, will you take over and tell us about what, if 
anything, you are doing or will continue to do, and do you mean it, 
with reference to new configurations to take the Marines and/or the 
Army into limited or general warfare, landing assault, supply, and 
what-not ? 

Admiral Kiverre. Mr. Flood, the main effort now, as the general 
has said, is in vertical assault helicopters, but I will deal with the sea- 
plane. 

USE OF SEAPLANES IN AIRLIFT 


The R3Y was a wartime or postwar development, the very end of 
the war. That was the large Consolidated seaplane transport. It 
has been beset with vast powerplant, propeller and transmission trou- 
bles. We have just recently lost one of those planes through a propel- 
ler coming off in flight. 

Mr. Fioop. Are you a pilot? 

Admiral Kiverrr. Yes, sir. 

The propeller came off one of the engines en route from Honolulu 
to San Francisco, struck the airplane itself at high altitude, and they 
had a decompression. They did get the airplane back to Alameda. 
In trying to save it, to beach it, they hit breakwater and we have lost 
the plane. I cite this as an example of the continuing troubles we 
have had with that transport seaplane since its first inception. 

We have no plans right now for anything more than continued re- 
search and development to try to correct these troubles. We have no 
new transport seaplane in our plans. 

The P6M which the general mentioned, is a mining aircraft built 
by Martin. It is a jet-propelled seaplane. It is a high-speed attack 
or mining airplane. We have no plans as of now for a seaplane trans- 
port per se. We are very much interested in new developments for an 
antisubmarine warfare seaplane. 

Mr. Fioop. We know about those. I am talking about transport. 
What happened to the Mars and the Tradewinds boats? 

Admiral Kiverrr. The Mars and Tradewinds have been retired 
from service. 

Mr. Fioop. Did they have a chance ? 











774 


Admiral Kiverre. They were good planes. They are worn out, 

Mr. Firoop. Why don’t you h: ave some more of them ? 

Admiral Kiverrr. The production on those stopped years and years 
avo. We could. The line could be restarted. We have budgetary 
problems, too, sir. : 

Mr. Froop. You and everybody else. 


ENGINE TROUBLES IN SEAPLANES 


Admiral Kiverrre. We had hoped, of course, that the R38 Y would re- 
place that, which it has not been successful in doing. 

Mr. Fioop. You had engine trouble with the Mars and the Trade- 
VW inds. Afte Yr all t] ose years’ expe rie nce with th ose bi o crates, you 
are still having the same trouble with the new ones. What is the matter 
with the engineering department ? 

Admiral Ktivetrer. I wish we knew, sir. 

Mr. Firoop. You do not know? 

Admiral Krverrer. No, sir. It is a ver unusual powerplant in- 


stallation, sir. 


Mr. Froop. These big flying crates that vou are talking about can 
take an awful lot of rough water, can they not? They can take 10 
re of roughness. You have a lot of stufi n w that will take 10 feet. 

Admiral Kive1 Ten feet isa lot of waves for an aircraft that size, 


Mr. Froop. That is what I said. Now I will ask you the question. 
Seaplane logistic craft for vou is nothing unusual. You have them 
now. The vy are opel itional. Isn’t that so? 


Admiral AN TE. Yes, sl 


Mr. Froop m d in mighty rough water. Isn’t 
i Lt Of 
Admiral Kiverrr. We do sometimes. sir. 


i 

Mr. Froop. Of course, you do. In case I wanted to take ammuni 
tion replacement missiles to POLARIS submarines at sea, I am not 
interested in 10-knot supply craft from the Navy or Army or ammu- 
nition boats, with or w ‘the ut support, wan dering up into the North 
Sea with missile replace ments for POLARIS fleets or units. What 
in the world would be a better w: Ly to supply missile replacements 
to exhausted ammunition on POLARIS submarines than one of your 
sea boats? It can put down in rougher water than a submarine can 
surface, can it not ? 

Admiral Kiverrr. I don’t think it can put down in rougher water. 

Mr. Fuoop. You don’t? 

Admiral Kiverre. Your principle is correct, sir, but I would doubt 
the particular application of the POLARIS being transferred from a 
plane at sea to a submarine at sea. 

Mr. Fioop. Did you ever hear of that before ? 

Admiral Kiverre. Sir? 

Mr. Fioop. Did you ever hear that suggested ? 
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Admiral Kiverre. No, sir, but it is quite a large, heavy missile. 
This: would be a difficult problem. I daresay it could be overcome, 
but it would be difficult, 

Mr. Fioop. Then your best opinion is that there is no future for 

seaplanes to supply POLARIS submarines with POLARIS missiles? 

Admiral Kiverre. Not in the open sea with a piece of hardware 
that size and the airplane you are talking about, si 

Mr. Fioop. Why not in the open sea / 

Admiral Kiverre. This plane lands at quite a high speed. 

Mr. Fioop. Yes. Never mindthisone. Any plane. 

Admiral Kiverrr. You must have more sheltered water than 
10-foot. waves in an open sea to handle a missile of that size. For 
small, critical parts it could be done very simply if your sea condi- 
tions are suitable to land in, sir. 

Mr. Frioop. That is a subject we shall develop through the years 
ahead. Many Navy people are going to disagree with you and do as of 
now, but that is another problem. That is your opinion. That is all I 
asked for. 


WEATHER LIMITATIONS ON SEAPLANES LESS THAN ON LAND-BASED PLANES 


Seaplanes are not herd-bound or grounded by weather conditions as 
much as conventional Air Force aircraft, are they ¢ 

Admiral Kiverrr. | see no difference, sir. 

Mr. Fioop. Are you telling me that seaplane’ are not more and better 
operational and are not as restricted by weather as the conventional 
type of aircraft ? 

Admiral Kiverre. I see no difference except the sea conditions them- 
selves. In protected water there would be no difference, sir. 

Mr. Fioop. Do you know anything about the operation of seaplanes 
in the San Francisco area vis-a-vis weather conditions and civil air- 
craft or milit ary aircraft, conventional, under weather controls? Do 
you know the CAA regulations with reference to seaplanes as con- 
trasted to CAA regulations and weather minimus of all kinds for ordi- 
nary aircraft? Did you ever hear of them? 

Admiral Kiverre. Not specifically in San Francisco, sir. 

Mr. Fioop. Any place. 

Admiral Kiverre. We obey the Civil Aeronautics minimus. 

Mr. Fioop. I am sure you do. I may just happen to have the CAA 
regulations, if you know what I mean. I spoke of San Francisco 
because, in the discussion which was had here several years ago on 
seaplanes, they were talking about the bridge to San Francisco. I got 
this from your own people and the CAA. I happened to have a sub- 
committee which also has CAA, and I asked them. They disagree with 
you altogether, but we can establish that from them. 

They tell me, and the Navy people, the same club you are in, tell me 
that the CAA has recognized the seaplane’s basic independence of 
weather by voiding the restrictions on ceiling and visibility where 
seaplanes are concerned. In San Francisco, specifically, because that 
is what I asked them about, because of the bridges they put a token 
restriction on the seaplanes. It was a limitation only because of the 
bridge, one-third the ceiling visibility requirement for a land aircraft 
and landing rights on the airdromes. 
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The Navy, then, as I understand it, has many seaplanes which are 
independent of weather operations under these controls and mini- 
mums of the CAA. Isn’t that true? 

Admiral Kiverrs. Yes, sir. 

Mr. Fioop. Fog, all categories of bad weather. 

Admiral Kiverrr. If you have unrestricted room, Mr. Flood, you 
can land in zero-zero or take off in it from water. I would like to 
say that, in the Air Force and the Navy, we have also brought land- 
planes in zero-zero on runw ays. 

Mr. Froop. I know that. The CAA is recognized by the Goy- 
ernment for the purpose of establishing minimums for safe opera- 
tional aircraft of all categories. They say, I am advised, what I 
have just read you with reference to seaplanes as distinguished from 
aircraft. ae is important to me, in view of what T am talking 
about. Weather con ditions in operational areas of combat restrict 
certain hte of aircraft. Apparently, seaplanes would be at least 
restricted to irreducible minimums. That is important. 

Admiral Kiverre. Sir, does the weather restrict them, or do the 
regulations restrict them ? 

Mr. Fioop. What regulations? 

Admiral Krverrr. CAA. 

Mr. Froop. CAA does not. Do you follow me? The CAA regu- 
lations are removed as far as seacraft are concerned, and maintained 
at minimums for conventional aircraft, military and civilian, of all 
categories. 

Admiral Kiverre. But they are not removed for land planes, sir. 

Mr. Froop. That is your speech. I am not talking about land 
planes. If these facts are true, I am impressed that they contribute 
to the importance of seaplanes for combat operations all over the 
world. It isa very important distinction. 


COSTS OF SEAPLANES FOR AIRLIFT OF ARMY 


Do you have any cost figures on what large seaplane transports 
would cost, say big enough to haul what the Army would require 
(1) for advance echelons and (2) support hardware inside of 30 
days, light tanks, medium operational technical missiles, and artillery, 
antitank and up to 155’s? 

Admiral Kiverrr. I haven’t specific cost figures, sir. I should say 
they would be comparable to land planes that would carry compa- 
rable equipment. 

Mr. Fioop. My information is that the production cost of a 133- 
ton payload seaplane would be $5 million as of this year. 

Admiral Kiverre. I would anticipate it would cost a great deal 
more than that, sir. 

Mr. Fioop. A great deal ? 

Admiral Kiverre. Yes, sir. 

Mr. Fioop. Do you know what a B-52 costs? 

Admiral Kiverre. No, sir, I do not. I am sure there are some 
gentlemen here who do. 
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Mr. Fioop. I am sure there are, and I am one of them. 

That.is all, Admiral, thank vou. 

Admiral Kiverrr. Thank you, sir. 

Mr. Fioop. Because of time and you and I are not going to have 
very much action, Mr. Secretary. 

(Off the record.) 

Mr. Fioop. I shall go to you, Mr. Sharp, for a minute or two. 

Let us take your statement. It is quite a trick to talk to Mr. Thomas 
and with one ear listen to you, with one eye watch the clock and see 
how we are going and check these tables. You have to be Houdini. 
You had a lot of time on your statement, and I had about 5 minutes. 

At the bottom of page 6 of your statement, who crossed out that 
317 7 Is that official ? 

Mr. Suare. I think that is official : ye 


FUNDS FOR MATS INDUSTRIAL FUND 


Mr. Foon. I find at the bottom of page 6 of your statement you 
say the i etd fund of MATS expects to take in and spend about 
me $31: } million in fiscal year 1959. 

Mr. Suarpv. This is based on the requirements of the three services 
for air transportation as stated in their budget requests. We do not 
know for sure, of course, that that is what they shall do. 

Mr. Fioop. That is what you stated in your statement. Let us 
talk about your statement. Your statement has to hang on what 
the backup boys tell you. 

I direct your attention to table 4. Over in the extreme right-hand 
column I find that the MATS industrial fund is $250 million, let us 
say, in round numbers, in fiscal 1958. 

Mr. Suarp. Sieatapis cite sae hon 

Mr. FLoop. Strategic airlift, yes. You have $250 million for fiscal 
year 1958. Now let us subtract $250 million from $313 million, which 
I did twice here to be sure I am right. $313 million minus $250 mil- 
lion gives me $63 million, is that correct ? 

Mr. Swarr. Yes, sir, I think so. 

Mr. Foon. Isn’t $63 million roughly the same as your present ex- 
penditures with MATS for commerci: al airlines? 

Mr. SuHarp. Yes, sir, it is. We expect to spend in this fiscal year 
ae itely $70 million, say $69 million. 

Mr. Fioop. You know what I am driving at. 

Mr. Suarp. Yes. 

Mr. Froop. I am talking about the congressional committee report 
in which the Congress of the United States told you to do a 40-20 deal 
on commercial airlines. In the budget request you submitted to us 
you set forth certain facts. 

Mr. Gartock. The $313 million is the 1959 column. 

Mr. Froop. Yes, $313 is the 1959 figure ; $250 is the 1958 figure, ap- 
proximately. If you subtract them you get $63 million. If my 
mathematics is correct, $63 million is about what you are doing now. 
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Now this man tells me that you are not going to put 5 cents more to 
do it next year. So you = ignoring the congressional committee, 
Mr. Suarp. No. The $313 3 million ‘is the 1 1959 estimate. 
Mr. Fioop. That isr ‘cht. 


COST OF TRANSPORT FUNCTIONS OF MATS 


Mr. Suarp. We estimate the cost of running the industrial fund 
portion of MATS in fiscal 1959 is $229 million. Therefore, the dif- 
ference between $313 million and $229 million is what we expect to 
have in the way of augmentation, which I think is $84 million. 

Mr. Foon. Let us take it that way. In case you do not show here— 
at least I cannot find it and I didn’t have much time to find it—the 
average cost of MATS operation, which we have talked about here 
for several years, runs about $20 million'a year. You eae indicate 
that, but that is a round figure we have always talked about for ! 
years. If that goes up $20 million a year, it will go up $20 millien 
whether it is 63 or 84. Take $20 million from that, and you are back 
to S63 mill on. ©o you are ill cong to do $63 million next year. 

Mr. Suarp. S r, we don’t consider that the cost of this portion of 
MATS will go up next year 

Mr. Fioop. When we ae about this portion, we are not talking 
about the “good guys” and ' d guys.” I am‘only mad at the “bad 
guys.” The “good guys” we are ‘all for. This has nothing to do with 
pilots, mechanics, a Feral. ind that part of MATS which is essential 
and necessary for the national defense and the eee There is 
no greater organization in the world than t h t part of MATS wl ich 
you just talked about and which I san fallin about. On that we 





agree. But the overall figure for 4 or 5 years on the MATS increase 
overall is $20 million. Take 20 from 80 and you get 60. Take 20 
from 60, 1 | you will get 40. 

Mr. SuHarp. We think it will cost $229 million to operate the indus- 
rial fund ] if MATS next vear. . 

Mr. Fioop. You are the witness. That is vour statement. My fig- 
ures indicate that with $313 million for 1959 and $250 million for 1958, 
which is what I get for what you are doing now, the difference is $63 
million. If you accept an increase of $20 million a year in the cost of 
MATS ype 1r10 which ts at erage for the last D vears, I take () from 


63 and I get 43. You will be doing $43 million of commercial MATS 
next year instead of what you are doing this year. Instead of doing 
what Cloner 3S told you To do. you will he running less than you did 
last year. 

Mr. Swarr. If we operate according to the figures we have, we will 
be running more. 


Mr. Fioop. How much more? 


MATS PROCUREMENT OF COMMERCIAL AIRLIFT 


Mr. Suarp. We will be increasing by $14 million approximately— 
$15 million, to be exact—the amount of commercial augmentation if 
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airlift requirements develop as the three services have indicated in 
their budgets. 

Mr. Fioop. Do you show in your figures where you think you will 
come out in the augmentation ‘of commercial airlift, for the MATS 
section that deals with that ? 

Mr. Suarp. Yes. 

Mr. Fioop. Will you let me have your total planned expen: i tures, 
the best you can, on the commercial lift for 1959? This might have to 
bea table. 

Mr. SHARP. Yes, sir; I can give you that figure. We have a total 
planned expenditure of $84 million. It will only come about, of 
course, if the services ask for the airlift in the MATS industrial funds 
as they have indicated in their fiseal year 1959 budget estimates. 

Mr. Fioop. Let us not worry about demands. Let us talk about 
what you and I are talking about. That is not your fault. 

We had something hike this before, but we like to do these every 
year here if we can. Let us have a table for the planned expenditures 
for MATS for 1959 on the commercials, just an estimate, and your 
dollars also for 1958, the two of them. Those are estimates -plans for 
1959, estimates for 1958. Then will you let me have your actual ex- 
penditures for 1954, 1955, 1956, and 1957 ¥#P 

Mr. Suarp. Yes, sir. I know what they were in fiscal 1957. 

Mr. Fioov. Yes, but I would like them at one place. We always do 
this here. ‘ 

(The information requested follows :) 


MATS procurement of commercial airlift 


[In millions] 

Fiseal year : Dollar value 

Fiscal year 1954 (actual) ; iit a. Soe 4 
Fiscal year 1955 (actual) 1 


: 14. ] 
Fiscal year 1956 (actual) slit . 13.4 
Fiscal year 1957 (actual)-—_- sect ; 19.8 
Fiscal year 1958 (estimated) snip onelaiene eager = apnea : sin =< ‘GS 
Fiscal year 1959 (estimated) - in ent cea Sabian eelpocl _.. “$4.0 


tIncludes $9.6 million for procurement of MDAP commercial airlift (not p 
reported }. 


eviously 


*Estimated on the basis of the amounts requested ($313.4 million) by Department of 
Defense agencies for procurement of airlift services from the MATS ‘industrial fund. 
However, the agencies’ require ments which are not satisfied by military capability will 
determine the ultimats nount of commercial airlift procured. 


BUDGETING FOR MATS ATRLIFT SERVICE 


Mr. Froop. Will you also prepare for the record a financial state- 
ment of the MATS airlift service for fiscal year 1959 as financed 
through the Air Force industrial fund. 

Mr. Snarp. Yes. 

(The statement referred to follows :) 

Beginning July 1, 1958, MATS airlift service will be financed through the 


Air Force industrial fund and will recover its costs by billing customer ap- 
propriations for airlift provided. 
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Budgets for Department of Defense and mutual security appropriations con- 
tain the following amounts for procurement of airlift service from MATS in 
fiscal year 1959: 


Army: 


Operation and maintenance, Army __.._.-_.______________ $39, 403, 000 
munery persenmel, AtWi soc encuthnc enced oe 23, 367, 000 
UA I a hae alee aici eats cdl 62, 770, 000 





————— 


Navy: 


UN a UNI wh SUCTION NA sin 5, 723, 000 
Mabiary porscnnel, Marine Oorne..... 8 ce eecincce me 2, 903, 000 
Marine Corpe troops and facilities... 2, 487, 000 
Conv ans EOIN INO ee oe oe 1, 140, 000 
BOrviewaae OMCTMtIONE, NAUT oon a a 1, 021, 000 
MRCEUREG > SARE TTA, DE a se es ee 6, 777, 000 


Sma. ENCE: UPAR ONO, ic al ee ste et hitteaiaieal 1, 985, 000 
Ryiemsamminine GED TTT IERON,” RO ec 280, 000 
Servicewide supply and finance, Navy_____.__.___________- 19, 376, 000 
SNe CIE ONO i cee Sagas Peed enka Seen oe 165, 000 


PI TE Banca crisiidi cctentaat be idee ads Siciab adden seidcaghe 41, 857, 000 





Air Force: 
Operation and maintenance____ 
PEHCRES DOTHONMOL iio ers Se 
Research and development ___-_ 


i --.-. loa, 94,000 
nr ee ee ee 63, 521, 000 
done 5, 000, 000 








es ane IPO a ee sepals eal nae eas 201, 475, 000 
Other : 
Salaries and expenses, Office of the Secretary of Defense 120, 000 
Salaries and expenses, Office of Public Affairs_______ sitined tat 2, 000 
eens UIE eo ie oa ee alent 7, 217, 000 
TOI INE si i pe ee el he ee ee eee 7, 339, 000 
SRI icici ar i ei i 313, 441, 000 


The estimated fiscal year 1959 expenses for the industrialized airlift service 
reflected below are based upon and are consistent with the amounts the Depart- 
ment of Defense agencies included in the fiscal year 1959 appropriated fund 
budget requests to provide for procurement of airlift services. The estimated 
expenses and, in turn, income to the airlift service are necessarily subject to 
adjustments consistent with (a) congressional action in connection with the fiscal 
year 1959 budget, (b) finalization of the fiscal year 1959 operating program on 
a balanced basis, (c) actual negotiation of cross-service agreements, establish- 
ment and approval of tariff rates, and (d) assimilation of operating expenses of 
the actual organizations involved in the industrialized airlift service. The fol- 
lowing represents an order-of-magnitude estimate of the expenses, based upon 
the facts now known: 


Estimated fiscal year 1959 expenses for airlift service, Air Force 
industrial fund 
Category: 





eI i acpi inate meiner adc eee alerts Seaiobiekasems $13, 015, 000 
Temporary duty travel___- ~~ pee SRD ee Be eae ee 7. TH9 
Contractual services___-_---_~~- ge ein SiR teats tage Ee 1108, 667, 735 
Commercial procurement of airlift-_._._._._.___--_-__- . ___  * 84, 000, 000 
ENS | SER oii i ci en aora anaes - 12. 637, 636 
ree nee SALES SEUNAE PUNTO AION os so ope ecco eines 85, SO8, 746 
SRISESRENGOGN CRUCNSCE LW o5 cee ccceen eas tasen= 1, 552, 164 
NR ahaa oh Ge cacao iech sa iaagembanicaieee : 313, 441, 000 


Includes amounts for depot maintenance and other contractual services that are 


eonsidered to be an expense to the industrial fund. : : 

2 Based upon amounts included by the Department of Defense in the President's fiscal 
vear 1959 budget estimate for the procurement of airlift service from the MATS industrial 
fund 





se bh OCU COD 








781 


ARMY EXPENDITURES FOR COMMERCIAL AIR TRANSPORTATION OF MILITARY 
PERSONNEL AND DEPENDENTS 


Mr. Fioop. For a very obvious reason I would like you to give me— 
and you have them someplac e in the book as I saw several years ago— 
what the Army expended directly to the commercial airlines for the 
carriage of their dependents and other traffic. That is before the 
Army was ordered to use MATS. You remember they did a direct 
job. Will you have the Army supply you that figure, unless you 
have it. Ihave seen that figure someplace. 

Mr. Suarp. Yes, sir. 

Mr. Fioop. Ask them to supply figures as to what they did during 
those years before they were sent over to your shop. 

(The information requested follows :) 


~ secadltitaias 
Fiscal year 1956) Fiscal year 1957| 9 months fiscal 
year 1958 


————$— _ ™ — 


Ticketed space $3, 241, 183.50 | $2, 232, 801. 95 $2, 608, 522. 51 
Cross service order to MATS. 7, 664, 480.48 | 10, 428, 522.73 9, 391, 213. 76 
Army contracts with commercial carriers 6, 926, 530. 28 0 0 
. ——a <pasabeetnibabeuied : --| 17,832, 194. 26 12, 661, 324. 68 11, 999, 736. 27 

1 Responsibility for contracting with commercial carriers was transferred to Department of the Air Force 


effective Oct. 1, 1955 
COMPLAINTS OF COMMERCIAL AIRLINES ON MATS COMPETITION 


Mr. Fioop. Mr. Secretary, I have something here which I am 
sure you will be gli id to see for one reason, and not so al: id for an- 
other. I wired collect every commercial airline that CAB could 
giveme. I asked them to give me what they had, and ci gave me a 
lot of airlines—big and small. You have never heard of some of 
them, and neither had I. But to be fair, we sent them all the same 
wire, Which I have here and will put in the record. I sent it collect. 
When I found out what it would cost, I sent them collect. About 60 
of them replied. 

Mr. Suarp. Collect ? 

Mr. Fioop. None of them collect. Three or four of them have 
gone out of business, claiming you put them out of business, but that 
is another story. One of them sent me a long wire on that point. I 
have forgotten which one that is. I will send it to you. 

I have a copy of the wire I sent them collect. I have here the 
answers or the replies which they sent in to me. All the big ones 
are in here and a lot of the little ones, all types and kinds. 

To save the committee staff a lot of trouble—and they haven’t time 
to do this anyhow—I have had an analysis made, which you will be 
able to see, with a comment from each company. For instance, I have a 
comment from Slick Airways in Texas. I quote: 

MATS competition with private business has had and continues to have ad- 
verse effects upon airlines providing international charter service, 
and so on. I won’t read it all. You know the general tenor of it 
as the chairman has indicated. 

Out of an abundance of caution and for the purpose of emphasis 
here, I have the analysis of all these telegrams and a copy of the one I 
sent. Mr. Chairman, for your benefit, for our benefit, and for every- 


9 
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body’s benefit, this will lay this ghost once and for all, right or wrong, 
I don’t know who is right. I don’t know who is wrong. 

Mr. Secretary, will you have your people prepare a reply for 
me or for the chairman of the committee on each one of these wires? 
Each one of these is a separate cast 

We havea fellow in Alaska who says: 

I am flying from island A to the mainland. I am taking mail. Why in the 
world can I not take bodies and hardware which belongs to the Navy? |] 
can’t do it because MATS doit. It is ridiculous. 

So he has a long, sad story about that in his telegram. 

The others have this same kind of story, somebody else has another. 
They all have a special important complaint 

[ think they have a right to make the squawk, subsidized or unsub- 
sidized, and they have a right, in my judgment, Mr. Chairman, to 
ask you Mr. Secretary, to reply as best you can to the particular prob- 
lem of the particular airline 

I would like these to be in the record SO he who run may read, 
There will be no discrimination in favor of chartered airlines, no dis- 
crimination in favor of nonskeds. Nobody will be favored by CAA, 

‘ CAB, by the committee, or by you. Then the blood be upon their 
own head. It is in writing. We have them hooked and we have you 
hooked. 

I will leave that for the committee, Mr. Chairman. 

Mr. Manon. Mr. Sharp, can you have these messages analyzed and 


can you present the pros and cons of the various problems and com- 
plain t okt are seca’ 
Mr. 7p. T am sure we can, Mr. Chairman. It all boils down, 


feeake | to mic basic question that if we must have a MATS of this 
size, if the Joint Chiefs say this is the right size to have in readiness 


all the time, we can cert aunt y fly it around and do nothing with it and 
let all these people get the business. Wecandothisanytime. Butif 
we do not use a3 eapielts we have to the best interest, we think, of 
the taxpayers, we are not fulfilling our duty to the taxpayers. 


Mr. Manton. "That is not is not the issue at the moment with respect 
to this message. 

Mr. Suarp. But it is the basic one reason why we don’t give all 
these people the business. 

Mr. Manon. You can amp lify that to any degree you want. We 
want the cold, brutal unequivoc al answer. 


Mr. THomas. He is going to answer it, Mr. Chairman, foot by foot. 

Mr. Manon. Without fear or “peat 

Mr. Suarp. The way we will answer it in most cases is to say we 
have the ec apabi lit f doing the job ourselves. Therefore, it would 


be wasteful of f the t epee dollars to give this or that airline this 
business. 

Mr. Manon. But in some cases you might say that we do not have 
a very essential and important mission from X to Y, and it won't 
undermine our airlift program or our war plan. There might be 
some cases where something could be done about these matters. 

Mr. Suarp. If we could find some, we would be glad to do some- 
thing about it. 
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Mr. Fioop. Mr. Chairman, there are in reply several telegrams and 
letters—they ali didn’t reply by wire—saying, “MATS doesn’t bother 
ysa bit. They are not in competition with us. They don’t bother us 
atall.” That is all there for your information. 

Mr. Manon. I shall ask the staff to check the te legrams and to work 
with you, Mr. Sharp, in presenting this informat ion to the committee. 

Mr. Suarp. Yes, sir: we shall get this information. 

(Wires and letters introduced by Mr. Flood :) 


Wire to commercial airlines 


A full-dress showdown on airlift and MATS as requested by me is 
for April 14 by Appropriations subcommittee which handles Defense Department 
funds. Executive session. No public witnesses under Appropriations Comm 
rules. Army, Navy, Air Force represented. 


scheduled 
ittee 
Please wire me by April 11 amount 
unutilized space in ton-miles and dollars you expect to have for year beginning 
June 30, 1958, which would be available for moving military traffic specifving 
particular routes where possible and state whether passenger or cargo. Also give 
any specific current examples of bad effects of MATS competition with private 
business. 


Congressman DANIEL J. FLoop 


MIAMI, FLA 
Congressman DANIEL J. FLoop 


House of Representatives, Washington, D. C.: 


For year beginning June 30, 1958, we expect to have 


i 7.500.000 to es and 
$1,100,000 unutilized space available for military passenger and cargo traffic 
in Atlanta. 


Howarp Korru, Aaxico Ai 


Congressman DANIEL. J. Froop 
House of Representatives, Washington, D. C.: 
Reur wire of April 7, we are 


submitting information requested as follows: 


Year beginning June 30, 1958S. we estimate to have available minimum of 
8,430,412 ton-miles unutilized on our present s ed operations. Cargo only. 
This available with 4 C—46 and 1 DC—4 aircraft in our scheduled operation in 
dollars this would represent an approximate additional $1,400,000 revenue 
Our scheduled routes include central America, Colombia, and Ecuador inec'ud 
ing Panama We could provide extensive additional airlife to Panama or 
Canal Zone for MATS from Florida Gateway if needed Specific routes St 
Petersburg (Tampa co-terminal), Guatemala, Salvador, Nicaragua, Costa Rik 


Panama, Colombia, Ecuador 
Vicrorn V. CARMICHAEL, Jr 
President and General Manager. 


jerovias Sud Americana Inc. 


JUNEAU, ALASKA, April 8, 1958 


Hon. DANIEL J. FLoop, 
House of Re prese niative g. Washir qton, dD. C 
Reur tel 7 since our operations 


points not served by MATS, our unutilized space not affectec 





Hon. DanreL J. FLoop, 
House of Representatives, 
House Office Building, Washington, D. C.: 
Received your wire. Will forward information by the 11th. 


LESLIE O. BARNES, 
President, Allegheny Airlines, Inc 
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WASHINGTON, D.C., April 11, 1958. 
Hon. DANIEL J. FLoop, 
House of Representatives, Washington, D. C.: 

Re your wire concerning MATS investigation estimate 107,305,000 unoccupied 
seat-miles ; 10,194,000 unutilized passenger ton-miles available ; $7,618,655 revenue 
potential for unutilized space at cost of $4,992,552 or a net gain of $2,626,108 if 
available passenger space were utilized. Should you desire additional informa- 
tion please let me know. 

LESLIE O. BARNES, 
President, Allegheny Airlines, Inc., Washington D. 0. 


NEw York, N. Y. 
Hon DANIEL J. FLoop, 
House of Representatives, Washington, D. C.: 


American Airlines would expect that about 35 percent of its available seat 
eapacity having a value of approximately $170 million will not be utilized in the 
year beginning July 1, 1958. A very sizable proportion of the cargo capacity 
may also be expected to go unused but we are unable at this time to predict 
the available capacity or the value of unused space. Estimates for the future 
are dependent of course on business conditions and other variable factors and 
estimates at this time of future mileage, seats, capacity, and revenues are par- 
ticularly dependent on whether Civil Aeronautics Board will be willing to 
authorize a level of fares and earnings sufficient to encourage the airlines to 
expand the business. 

C. W. JAcop, 
Senior Vice President and Secretary, American Airlines Ine, 


Fort Worth, TEx., 
CONGRESSMAN DANIEL J. FLoop, 
Washington, D. C.: 


In answer to your wire expect to have unutilized space during year beginning 
June 30, 1958, as follows: 4,080,000 ton-miles for passenger traffic; dollar value 
$1,468,800 space available continental United States wherever required, several 
carriers now out of business and more will be due to MATS competition. 

AMERICAN FLYERS AIRLINE CorpP. 
Reep PIGMAN, President. 


MIAMI, FLA. 
Congressman DANIEL J. FLoop, 


House of Representatives, 
Washington, D. C.: 


Re your telegram April 8, Argonaut Airways Corp. estimates 2,500,000 ton-miles 
cargo excess space available for military contract work year beginning June 30, 
1958, between points in the Western Hemisphere. An example of uneconomical 
MATS competition our bid for twin-engine C—46 airlift of Air Force engines 
between Mobile, Ala. and Puerto Rico at least one-third less than any acceptable 
bid account MATS insistance on 4-engine equipment for all overseas flights of 
this nature. However ourselves, Riddle Airlines, and others flying these routes 
in the Caribbean daily with twin-engine equipment giving fast, efficient, and 
economical service. 

A. G. THOMSON, Jr., 
President, Argonaut Airways Corp. 


MIAMI, FrA., April 9, 1958. 
Congressman DANIEL J. FLoop, 
Washington, D. C.: 

Unutilized space for year beginning June 30, 1958, freight ton-miles 9,849,600 
or $1,641,283; passenger ton-miles 8,016,000 or $2,216,160. Present aircraft 
equipped to operate North and South America, both passengers and cargo. 
Present utilization based on 12 hours per aircraft per day now utilized only 2 
hours per aircraft per day should improve to 4 hours per aircraft per day this 
summer. 

DouGLas T. BELL, 
President, Associated Air Tra nsport, Ine. 





DALLAS, TEX. 
Hon. DANIEL J. FLoop, 
United States Congress, 
House Office Building, Washington, D. C.: 


Re urtel Braniff estimates it will have 15 million ton-miles of unutilized capac- 
ity comprising both passenger and cargo space on its international system and 
105 million tons unused capacity on its domestic system in calendar 1958 and 
that fiscal 1958 figures would not vary greatly from this. Letter with greater 
details follows. 

CHARLES E. BEARD, 
President, Braniff Airways, Inc. 


BRANIFF INTERNATIONALE ATRWAYS, 
Exchange Park, Dallas, Tex., April 10, 1958. 
Hon.. DANIEL J. FLoop, 
United States Congress, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN FLoop: Braniff Airways operates international routes be- 
tween the United States and all of South America, and domestically throughout 
the Midwest in an area bounded generally by the Rocky Mountains, the Cana- 
dian border, the Mississippi River and the Gulf of Mexico, plus major routes be- 
tween Texas and New York and Washington. 

It is estimated that Braniff’s international routes will have a 1958 unutilized 
capacity of approximately 15 million ton-miles, which, if sold at current yields, 
would produce $10% million in revenue. It is our understanding that the 
principal MATS South American schedules are between Charleston, 8S. C., Air 
Force Base and Howard Air Force Base, Balboa, C. Z., and between Charleston 
and Rio de Janeiro, Brazil. Braniff Airways could easily accommodate such 
military travel through the Miami gateway. We estimate our 1958 international 
passenger load factor to be approximately 50 percent. 

Domestically we estimate that there will be a 1958 unutilized capacity of ap- 
proximately 105 million ton-miles, which, if sold at current yields, would pro- 
duce $64 million in revenue. The estimated 1958 domestic passenger load factor 
is 61 percent. Braniff’s sales areas encompass more than 300 military installa- 
tions or offices at which we actively solicit military business, and Braniff’s routes 
provide direct service, for example, to such important pairs of miiltary opera- 
tions as Ent Air Force Base and the United States Air Force Military Academy 
Academy at Colorado Springs and the Air Force installations around San An- 
tonio—Randolph, Lackland, Brooks, and Kelly Air Force Bases; the San An- 
tonio installations and bases in the Midwest, such as Oklahoma City, Omaha, 
Lincoln, Sioux City, all served by Braniff; the San Antonio installations and 
McGuire Air Force Base (headquarters of MATS Atlantie division) south of 
Newark, which city is served by Braniff. ‘ 

Braniff believes that the commercial airline operators can provide air trans- 
portation at a lesser cost to the Government than those provided by the military 
services. Congress’ often stated policy that ““‘The Government should, to the ex- 
tent practicable, adjust its use of air transportation so as to use existing unuti- 
lized capacity of United States air carriers” should be enforced. 

Very truly yours, 
Cuas. E. Bearp, President. 
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LAS VEGAS, NEV., April 11, 1958. 
Congressman DANIEL J. FLoop, 
House of Representatives, Washington, D.C.: ] 


3onanza airlines estimates 4,735,000 unused ton-miles available for the car- 
riage of passengers equivalent to $3,216,000 in revenue and 265,000 available ton- 


miles for cargo valued at $168,000 for the year commencing June 30, 1958, over ; 
its entire system. MATS has presented no measurable competitive problem in 
our area. { 
EDMUND CONVERSE, President. 

CALIFORNIA EASTERN AVIATION, INC., 

Washington, D. C., April 8, 1958 ' 


Hon. Danie J. Foon, 
House of Representatives, 
Washington, D. C. 
My Dear Mr. FiLoop: With reference to your wire dated April 7, 1958, ti 


ne 
airways division of California Eastern Aviation, Inc., discontinued air opera- 
tions on December 24, 1957. 

We do not plan to resume charter air operations until such time favorable 
decision is received from the Civil Aeronautics Board permitting California 
Eastern to engage in common-carrier operation. It is our conclusion that air- 
line operations cannot be sustained by military business without broad and 
sweeping changes. 

We sincerely hope that your committee is successful in this undertaking. 

Sincerely yours, 
JORGE CARNICERO, 
Chairman of the Board. 


WASHINGTON, D. C., April 11, 1958. 
Congressman DANIEL J. FLoop, 
House Office Building, Washington, D. C.: 

Since Capital has no specific information in regard to where the demand for 
military traffic exists, it is difficult to answer your inquiry precisely. However, 
Capital anticipates an unused ton-mile capacity of 180,949,000 during fiscal 1959. 
At Capital’s overall ton-mile yield of 64 this indicates a revenue potential of 
$115,807,360. It is estimated that unused seat-miles will total 1,113,015,600 with 
a revenue potential of 70,008,644 at Capital’s yield of 6.29 per revenue passenger- 
mile. In specific markets, Capital anticipates the following unused capacity: 
New York-Chicago: 17,802,000 ton-miles, 111,395,000 seat-miles: Washington- 
Chicago: 14,812,000 ton-miles, 92,688,000 seat-miles; New York—Detroit-Min- 
neapolis: 16,443,000 ton-miles, 102,892,000 seat-miles. ‘New York—Washington- 
Atlanta—Birmingham-—New Orleans: 10,736,000 ton-miles, 67,177,000 seat-miles: 
In other words, Capital expects that during fiscal 1959 it will operate an average 
of over 200 empty seats per day in each direction on nonstop flights between 
New York and Chicago and also between Washington and Chicago. 

Trust this information is sufficient for your purposes. 


CAPITAL AIRLINES, 
J. H. CARMICHAEL, 
Chairman of the Board. 


APRIL 9, 1958. 
Congressman DANIEL FLoop, 


Washington, D. C.: 


Caribbean Atlantic Airlines expect 40 percent of the ton-miles on present 
routes to be unused and available during the period June 1958 to June 1959. 
This carrier has longstanding applications to touch mainland United States and 
our survival depends on favorable action. 

We can fiy all the personnel and mail and probably all the normal cargo 
in Caribbean area. Specifically we can fiy all categories of air traffic between 
Roosevelt Roads, Ramey Air Force base, and Guantanamo, and Miami. This 
carrier is completely free of subsidy; therefore, all present MATS cost this 
area would be 100-percent saving to Government and taxpayer. 

DIONISIO TRIGO, 
President, Caribbean Atlantic Airlaines, Inc. 





CENTRAL AIR TRANSPORT, INC., 
Burbank, Calif., April 9, 1958. 
Hon. DANIEL J. FLoop, 


House Office Building, Washington, D. C. 


DEAR CONGRESSMAN FLOoD: We are pleased to acknowledge receipt of your 
wire, requesting information in connection with your forthcoming hearings on 
appropriations for the Military Air Transport Service. We sincerely hope that 
these hearings will result in some of the MATS business being awarded to the 
supplemental air carriers, 

Our company is on the verge of bankruptcy due to the lack of overseas trans- 
portation which is presently being monopolized by the vast MATS organiza- 
tion. All previous efforts made by congressional committees to obtain a por- 
tion of this business for the small air carriers have been fruitless. Various 
recommendations and directives issued by these committees to alleviate this 
situation have been ignored by the Air Force. We have almost reached the 
conclusion that the unprecedented power of the Pentagon is relegating the Con- 
gress of the United States to secondary importance. 

We normally employ approximately 42 flight personnel, made up of pilots, 
copilots, and navigators. We have been forced to reduce our flight personnel 
to 12 men. This is a loss to the national security, as these men average ten 
to twelve thousand hours of transport flight experience and it has taken them 
10 years or more to acquire this status. They are practically all veterans of 
World War II and are qualified to fly anywhere in the world and they have 
done so. Needless to say they will soon lose the technical skill they have 
acquired when they are forced into other fields of employment or into the ranks 
of the unemployed. 

We are sure that you are thoroughly familiar with the plight of the small air 
carriers. We have been forced by the Civil Aeronautics Board into the field of 
military charter work and that field is rapidly drying up. If our industry is 
important enough to be vitally needed in the event of war, then we should be 
considered important enough to be kept alive in peacetime. 

Attached is a schedule of the statistical information you requested. 

Respectfully, 
FRED R. ATKINS, President 


Equipment: Two DC-4E convertible-type aircraft (convertible from passenger 
to cargo configuration in 2 hours). 
Estimated capability for 12-month period beginning June 30, 1958: 
Cargo: 
14,400,000 ton-miles. 
Revenue, $2,880,000. 
Estimated Federal income taxes on above $244,000 
Area of operation: Transpacific or transatlantic; Pacific area preferred 
and lower rate per ton-mile offered ; or 
Passenger : 
105,600,000 passenger-miles. 
Revenue : $3,484,000. 
Estimated Federal income taxes on above $300,000. 
Area of operation: Transpacific or transatlantic; Pacific area preferred 
and lower rate per passenger-mile offered. 

We estimate that our unused capability for the past 2 years has resulted in 
our company being prevented from buying 2 DC—6 aircraft from Douglas Air- 
craft Co. at a cost of $1,500,000 each. <A further loss to the Government in 
income taxes for this 2-year period is estimated at $500,000. 


APRIL 8, 1958. 
Congressman DANIEL J. FLoop, 


Washington, D. C.: 

Reurtel Chicago Helicopter Airways not directly affected by MATS situa- 
tion. Have available 1,000 passenger seats per day for connecting traffic be- 
tween Chicago major airports. 

JOHN S. GLEASON, Jr. 
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CONTINENTAL AIR LINES, 
Denver, Colo., April 10, 1958. 
Hon. DANIEL J. FLoop, 
House Office Building, Washington, D. ¢ 


DEAR Mr. FLoop: Mr. Six has asked me to supply you information concerning 
the unused capacity on Continental Air Lines’ flights planned to be operated 
during the fiscal year beginning June 30, 1958. Based on our presently planned 
pattern of service during this period, Continental would expect to have more 


than 36 million ton-miles of unused capacity which, if used, would produce a 
little more than $21 million in revenues for the company. This forecast is based 
on the operation of presently certificated routes plus operation over routes re. 
cently recommended for Continental by the Civil Aeronautics Board’s examiner 
from Dallas to the west coast 


Although the absolute total unused capa ity would amount to 98 million ton- 
+ | ] 
A 


miles, this estimate of 33 milllion ton-miles available to the military is based on 
a 65 percent load factor because we could not, of course, expect to obtain 100 per- 
cent usage of all of the capacity operated throughout the year 

Most of this unused capacity would be operated between Chicago, Kansas 


City, Denver, and Los Angeles and between Dallas, Fort Worth, and the west 
coast Since Continental carries all of its cargo on its regular passenger flights, 


the bulk of this unused capacity would be available for passenger traffic, but there 


| 
shat tial lnme f 


is a very sub \ e of cargo capacity included in the 353 million ton- 
miles, particularly on the Boeing TO07’s which Continental will take place in 
é ¢ n 1959 
_ neere rs 
MARVIN L. DAVIS 
(; eral Traffic and Nales anager, 
SEATTLE, WASH., April 11, 1958. 

Representative DANIEL J. FLoop, 


ippropri tions Subcommittee, 
House of Representatives, Washington. D.C 


commercial revenues by MATS. Our company 


Reurtel regarding diversion of 


during year ended February 28, 1958, operated at only 40 percent passenger-load 





factor a only 46 percent overall load factor in scheduled service. System un- 
used capacity was over 3% million available seat-miles and 2 million revenue ton- 
I s. Furthermore, our DC-3 and C—46 aircraft are only being utilized 4 hours 
p l ile we feel t n utilization should be 8 hours per day. Therefore, 
our total unused Cay ty is approximately 8 million available seat-miles and 6 
million available ton-miles for year period. This represents potential dollar value 
of over $3% million. Specific example of military and MATS diversion is our 
scheduled 1 service to Middleton Island, Alaska, for which subsidy is recog- 

ed. Air Force s consistently refused to give us available passenger and 

» traffic carri vy Mats and other military aircraft 
vo r eres 


MERLE K. SMITH, 
President. Cordova Airlines. Inc.. Anchorage, Alaska. 


ATLANTA, GA., April 11, 1958. 
Congressman DANIEL J. FLoop, 
Old House Office Building, Washington, D. C 

Retel probable unutilized capacity for both domestic and international opera- 
tions for year beginning July 1, 1958, is estimated at 175 million ton-miles with 
potential revenue value of $87 million at current tariff rates. Estimate that of 
these figures 124 million ton-miles with a revenue potential of $75 million is ap- 
plicable to passenger traffic and 51 million ton-miles with a revenue potential 
of $12 million is applicable to cargo traffic. Totals divided approximately 92 
percent domestic and 8 percent international, but unable to estimate extent 
to which unutilized capacity could be used for movement of military traffic. 


Detta AtR LINES, INC., 
C. E. WooLMAN, 
President and General Manager. 
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NEw York, N. Y., April 8, 1958. 
Congressman DANIEL J. FLoop, 
Washington, D.C.: 

For the year beginning June 30, 1958, Eastern Air Lines expects to operate 
about 711,700,000 unutilized ton-miles, representing $370 million of unused 
capacity. All or most of this unutilized space would be available for moving 
military passenger or cargo traffic over our entire route system via scheduled 
flights. 

BE. V. RICKENBACKER, 
Eastern Air Lines, Inc. 


KETCHIKAN, ALASKA, April’ 8, 1958 
Congressman DANIEL J. FLoop, 
Washington, D. C 
Re tel our operation covers seaplane service to communities 
Alaska. No competition from MATS exists. 


n southeastern 


Evctis Arm LINES, 


R. E. Eis, President. 
SAN Dreeo, CAL ip ) 7958 
Congressman DANIEL J. FLoop, 
House Office Building, 
Washington, D. ¢ 

This company has available for next fiscal year 150,000 ton-miles of unutilized 
space avail id r which no an | ted se ‘Thes re air tax nd 
could be used in most cases where less than 4 passengers or equivalent cargo 
is to be moved rather than use of 2- and 4-engine aircraft at 10 to 20 times the 
cost of air taxi These air taxis are members of a nationwide association. and 






service is available to any point in the United States that has any kind of air- 
port. Total space available is estimated 6 million ton-miles from all associa- 
tion members 


Howarp S. FISHER, 
Fisher Aircraft Co., Lindbergh Field 


Hon. DANTEL J. Foon, 
Old House Office Building, Washington, D. C. 

Dear Str: In reply to your wire of this date concerning the Approy 
mittee hearings on the Military Air Transport Service (MATS), the foll 
given for your informution: 

We will have available for MATS service on July 1, 1958, eight Lockheed Super 
Constellations, model 1049H. Each of these planes can accomplish 1,850,000 ton- 
miles per month of cargo transportation on the Pacific or Atlantic routes. This is 
a total of 14,800,000 ton-miles per month, or 177 million ton-miles for the year. At 
the average price for which we have been doing business for MATS on a competi- 
tive-bid basis, this amounts to approximately $2 million per month, or $24 million 
per year. 

These planes are capable of carrying either passengers or cargo 

We could, of course, add to this capacity very quickly if we had any assurance 
that this business would be available. 

You asked about current examples of bad effects of MATS competition on 
private business. As I stated before the Holifield committee hearings on MATS, 
we had acquired these planes for the specific purpose of going after this military 
traffic. We made this move shortly after the strong language of the Appropria- 
tions Committees of both the House and the Senate a couple of years ago to the 
Air Force to withdraw from this carriage and turn it over to commercial oper 
ators. We thought surely the military would obey that mandate and that an 
increasing flow of business from that source would be forthcoming. But the 
reverse has been true. MATS has been cutting back on the amount of business 
which it hands out, rather than increasing it. On January 1, 1958, we had eight 
transpacific cargo trips cut off our schedule because increased utilization of MATS 
planes could take up the slack. 
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As a result of the scarcity of business handed out, many hungry Carriers are 
pouncing on the few morsels handed out, and bidding prices have plummeted to 
the below-cost stage. 

Because of these conditions, 2 or 3 lines have failed since the first of the year, 
Most notable of these is Slick Airways, Inc., our largest competitor. Slick did not 
bankrupt, but have virtually abandoned all their business. 

If MATS continues on their present direction, I gravely fear that our company, 
as well as many others, will be forced to follow Slick. 

Your help in this matter is greatly appreciated, as you know. 

Sincerely, 
ROBERT W. PREscort, 


HAWAIIAN AIRLINES, 
April 9, 1958. 
Hon, DANIEL J. FLoop, 
House of Representatives, 
Old House Office Building, Washington, D. C. 

My Dear Mr. Fioop: In response to your request we would like to provide the 
following information. 

Historically, Hawaiian Airlines has been strictly an interisland carrier, provid- 
ing passenger, mail, and cargo services between the various islands of the Hawai- 
ian chain. Economic developments in the past several years have resulted ina 
leveling off of the growth in interisland travel. 

Consequently, during the summer of 1957 Hawaiian Airlines conducted an 
extensive survey directed toward finding new areas in which to expand its airline 
operations. 

As a result of this study, it appeared that contract operations for the Military 
Air Transport Service offered one of the best opportunities for future expansion, 
and at the same time fulfill what appeared to be a real need on the part of the 
Military Establishment; i. e., the development of an air carrier based in the mid- 
Pacific area with capability to operate four-engine aircraft in support of military 
needs in the Far East. Discussions with MATS personnel, both during the 
course of the initial study and subsequent to it, appeared to confirm this require 
ment. 

Late in October of 1957 this plan was presented to our board of directors, and 
they approved our moving forward on such a program. Since that time almost 
the entire management resources of Hawaiian Airlines have been dedicated to 
the task of implementing this plan. Additional public financing has been ar- 
ranged, and the company has purchased a DC-6A. At the present time this 
aircraft is undergoing major modification to bring it up to commercial standards 
for passenger transportation. By the time the airplane is ready for service, the 
company will have invested $1,650,000 in this program. 

Unfortunately, however, since the completion of our initial Survey in 1957, the 
amount of MATS airlift contracted out to commercial airlines has declined signi- 
ficantly. For example, contract passenger requirements have dropped from 
57 million passenger-miles in the third quarter of 1957 to an average of approxi- 
mately 31 million passenger-miles in the first quarter of 1958. 

During this same period increased competition for this reduced traffic volume 
has brought about a reduction in the minimum bid rates to the point where it can 
be seriously questioned whether there is any longer any profit in this type of 
business. 

While the carriers themselves, of course, are establishing these lower rates, 
it must be appreciated that in many cases these carriers have little or no alterna- 
tive. They can either bid low enough to assure receiving a portion of the 
business or they can bid at a price sufficient to provide a fair return on their 
investment and run the risk of finding themselves with excess capacity on their 
hands. 

As a result of this situation, many of the sounder carriers are shying away 
from military contract operations, whereas some of the marginally financed 
companies are finding it advantageous to sell or lease their equipment to other 
carriers. In many instances these sales or leases have been to foreign airlines, 
due to the generally depressed nature of the current reciprocating engine aircraft 
market among the domestic carriers. Aircraft thus leased or sold are, of course, 
no longer available to our defense efforts in times of emergency. As an indica- 
tion of our concern in this area, we have recently undertaken a new survey 
aimed at uncovering other areas of use for our aircraft. Our preliminary inves 
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tigations in this area indicate that the most fruitful areas for further considera- 
tion may involve long-term lease or interchange contracts with other carriers 
outside the Hawaiian Islands. 

In view of the unfavorable military contract picture, if such a long term 
commercial arrangement appears profitable, we will have very little alternative 
put to commit our aircraft to this use. 

By doing so we feel we are depriving the local military agencies of the avail- 
ability of an efficient Hawaiian-based carrier that will be, by means of our loca- 
tion, more responsive to their immediate demands. 

This 1 aircraft, if withdrawn from military contract operations, means a loss 
in capacity of approximately 6,800,000 passenger-miles per month or 910,000 
cargo ton-miles per month. This is equivalent to 6 round trips per month be- 
tween San Francisco and Tokyo (510 passengers or 68 tons each way), or 9 round 
trips per month between Honolulu and Tokyo (765 passengers or 103 tons each 
way). 

I believe our experience is of great significance to your investigation. Here 
is an exceptionally clear case of a carrier willing to invest private funds in sup- 
port of military requirements who now, because of MATS competition, is forced 
to revise its plans at considerable financial risk. 

We hope the above information will be useful to you, and we greatly appre- 
ciate the opportunity to provide your committee with our thoughts on this subject. 

Very truly yours, 
ARTHUR D. Lewis. 

Notr.—Dictated by Mr. Lewis, but signed in his absence. 


Fort LAUDERDALE, FLA., April 8, 1958. 
Congressman DANIEL J. Fioop, 
House of Representatives, Washington, D. C.: 

Reurtel this date based on 12 months’ operation ending February 28, 1958, 
2,060,334 ton-miles equaling 534 ton-miles, equaling $555,346 revenue in the air 
and unused. 

JosEPH C. MACKEY, 
President, Mackey Airlines, Inc. 


Newark, N. J., April 8, 1958. 
Congressman DANIEL J. FLoop, 
Old House O fice Building, Washington, D. C.: 

Retel April 8, 1958, we have aircraft available effective this date for utiliza- 
tion to fly 9 million passenger-miles per month or 9,335,600 cargo ton-miles per 
month to any point in the United States, its possessions or Territories. It is 
imperative that every effort is made by the elected representative of the people 
that the costly air service of MATS, despite economy recommendations, be 
reduced and that free enterprise by small business be given a chance to exist 
by a Government that believes in free enterprise and that MATS be reduced 
in its airline operations for private enterprise eliminating further unemploy- 
ment and further competition with private business. 

JouN P. BEcKER, 
President, Modern Air Transport. 


Utica, N. Y., April 8, 1958. 
Congressman DANIEL J. Foon, 
House Office Building, Washington, D. C.: 

Per your request Mohawk estimates unutilized space here starting June 30, 
1958, at 7,760,000 ton-miles available for passengers ; 408,000 ton-miles available 
for cargo in our general east-west area bounded by Detroit on the west, Boston 
and New York on the east. If completely utilized this would increase Mohawk 
revenues $6,330,000; practical utilization of up to 70 percent total available ton- 
miles would increase revenues $2,320,000. 

R. E. PEAcH, 
President, Mohawk Airlines. 
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MIAMI, FLA., April 10, 1958. 
Hon. DANIEL J. FiLoop, M. C., 
House of Representatives, 
Washington, D.C.: 

Re your telegram April 7, National will have during 12 months ending June 30, 
1959, 124,271,779 unused ton-miles. At our current airfreight yields this repre. 
sents unused capacity of $33,416,681.37. This space available on National’s 
current fleet which is operated in combination passengers and cargo service. It 
does not include cargo space which would be available if CAB accepts our offer 
to convert a portion of our 1049H equipment to all cargo. Unable to allocate 
above ton-miles or dollars to specific routes served by National, however, our 
north-south route serves military installations located in Boston, Providence, 
New York, Newark, Philadelphia, Baltimore, Washington, Richmond, Newport 
News, Norfolk, New Bern, Fayetteville, Wilmington, N. C., Charleston, 8. ¢.,, 
Savannah, Jacksonville, Daytona Beach, Orlando, Lakeland, Tampa, St. Peters- 
burg, Sarasota, Fort Myers, West Palm Beach, Miami, and Key West. Addition- 
ally, National’s east-west routes serve military installations located at or near 
Valdosta, Tallahassee, Marianna, Panama City, Pensacola, and Mobile. Current 
outlook for National and general economic conditions throughout United States 
that any flight operated by MATS between installations located at no near points 
by National is bad. National and entire airline industry is currently suffering 
from lack of traffic with which to fill available space. Diversion of traffic between 
nilitary to their own services depriving airlines much needed traffic and revenues, 

Please advise if any further information is needed. 

JOHN L. Morris, 
Vice President, National Airlines, In 


East Bosron, MAss., April 11, 1958. 
Congressman DANIEL J. FLoop. 
United States Senate. 


Washington, D.C.: 





telegram of April 8, Northeast Airlines, Inc., submits the 

tion for appropriations subcommittee meeting Unutilized 

passenger ton-miles 41,154,000; unutilized cargo ton-miles 12,337,000: value 
passengers $24,551,000 value cargo $7.507.000. 

We do not have any specific current examples of effects of MATS competition 


GEORGE E. GARDNER, 
Northeast Airlines, Ine. 


ANCHORAGE, ALASKA, April 9, 1958. 
Congressman DANIEL J. FLoop, 


Vi ash noton, D. Cs 


Retel very concerned with MATS and related military activity this theater. 
Our company performed important lift for early warning and White Alice sites 
during construction 1956. Traffic decline 1957 result of increased military 
activity as well as competition M. & K. aircraft under contract to Western 
Electric in flying operations resulted in loss for period and necessity for in- 
creased subsidy following my staff report: “Troop-carrier C—124 aircraft from 
Larson Air Force Base are assigned to the Alaskan theater for operation under 
MATS these aircraft are used in intra-Alaska service for the carriage of outsized 
cargo only, but are employed in MATS operation for the carriage of airfreight 
between such Alaskan area points as Fairbanks, Anchorage, and Kodiak and 
the United States. Other four-engine transport-type aircraft are used between 
Alaska points and United States points for the carriage of military personnel 
and property. We have been advised that military considerations in the Alaskan 
theater have dictated the use of military transport aircraft of the C-47, C—123, 
and C-119 type which combines training as well as the transportation of military 
personnel and material to many points which are normally offered scheduled 
airline service. Further, we understand that over 13,000 hours of cargo flying 
alone is required to accomplish the needs of the Alaska theater. The number 
of aircraft hours which would be required to handle passengers is unknown?, 
but is believed to be substantial. Upon completion of the outlying military sites, 
we have been advised that the military will handle all of the transportation re- 
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quirements of such site. Twelve of these installations are located within the 
route structure of NCA, and they are supplied through military bases at Fair- 
panks and Anchorage which are also the main base of operation of NCA. It has 
also been brought to our attention that companies such as General Electric and 
Bendix Radio Corp., Who have extensive contracts with the military for electronic 
maintenance at various military sites, are considered military organizations hav- 
jng depot status on military bases and that their personnel and material are 
transported by military aircraft whenever possible. The possibility of the in- 
creased use of military airlift by these organizations is becoming more and more 
apparent with the increased availability of military aircraft in this theater. For 
example, there will be 18 C-—123 aircraft based in Alaska in the near future.” 
Repeat, present activity of military as well as large corporations not using avail- 
able schedules seriously jeopardizing entire intra-Alaska scheduled operations. 
RAYMOND I. PETERSEN, 
President, Northern Consolidated Airlines, Inc. 

(Note.—In last year’s hearings, p. 1714, this was the only outfit replying which 

seemed fully satisfied with the status quo.) 


OVERSEAS NA IONAL AIRWAYS. 
Washington, April 8, 195 
Hon. DANIEL J. FLoop 
House of ne pre entative &. VW ashinato d. dD. (. 


My Dear Mr. FuLoop: In response to your telegram addressed to Mr. Tompkins, 
I am enclosing, in duplicate, a memorandum which I hope will be of interest 
and help. 

In answer to the specific question as to what we might have available for 
fiscal 1959 for moving military traffic, I can state that while we prefer the North 
Atlantic area of operation, we will operate in either the Atlantic or Pacific with 


a volume approximating 3,600 passengers per month. We could, if required, 
take equivalent cargo loadings amounting to 400 tons a month. This would 
be in each direction across the Atlantie or the Pacific. This represents a dollar 
volume of between SS million and $10 million for the 12-month period, depending 
upon the rates negotiated. 

We all very much appreciate your fight on behalf of the entire industry, and, 
if there is anything this Company can do to assist you, we are completely and 


immediately at your service 


Sincerely, 
MEMORANDUM ON MATS 


There are certain facts about MATS traffic which lead to inevitable con- 
clusions. I will deal with the facts first. 

1. The participation of the civil carriers in the passenger traffic declined 
from 37.3 percent in 1951 to 14.6 percent in 1955, then rose to 18.4 percent in 
1956. Accurate figures are not yet available for 1957, but it is believed the 
participation was lower than in 1956; 1958 to date appears lower than 1957. 
As a specific example, in May 1957, beyond the fixed traffic which was flown 
under contract to several carriers, there were 9,205 pasengers in the Pacific and 
3,077 passengers in the Atlantic flown on a call basis. In addition to the pas- 
sengers there were 266 tons of Pacific cargo and 145 tons of Atlantic cargo. By 
comparison, May 1958 shows a requirement of 2.5355 passengers in the Pacit 
and 1,930 passengers in the Atlantic and no cargo. It is possible that furthe 
requirements will develop for the month of May, which leads to fact No. 2. 

2. The military is apparently deliberately offering its traffic in small, irregular 
doses in order to give the appearance of insufficient business for the airplanes 
available, in order to force low bidding. To document this statement, tabula 
tion has been done showing the messages received for April 1958 business. The 
first requirement was received on the 21st of February and the last requirement 
on the 7th of April. The total number was 14. It is obviously impossible fo 
the carriers or the Government to do a proper planning job, a proper trans 
portation job, or a reasonable pricing job under this systen In Many cases 
it will actually result in the Government spending far more than necessary to 
get traffic moved on a 2- or 3-day notice when it could have gotten reasonable 
prices with reasonable notice. 
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The inevitable conclusion is that MATS is desperately picking over all the 
traffic and hoping until the last minute that it can be carried on military air- 
craft instead of making an advance allocation. 

During the past several years the Hoover Commission, the Air Coordinating 
Committee, the White House, and several committees of Congress have stated 
that an increased share of military traffic should be given to civil carriers—that 
such a policy was in the national interest for a variety of reasons. The Chavez 
Senate subcommittee last year went a step further and specifically directed that 
40 percent of the passenger traffic and 20 percent of the cargo traffic be allocated 
as a minimuini. This has not been done. Therefore the obvious major cop- 
clusion is that legislation patterned after the amendment to the Merchant 
Marine Act of 1936 (46 U. S. C. A. 1241) dated August 26, 1954, is necessary 
if more military air traffic is to go by civil air carriers. f 


SEATTLE, WASH., April 11, 1958. 
Congressman DANIEL J. Foon, 
House Office Building, Washington, D.C.: 

Reurtel airlift and MATS for year beginning June 30, 1958, Pacific Northern 
will have approximately 10 million ton-miles of unutilized space available for 
moving military traflic both passenger and cargo between States and Alaska. 
If utilized this space would generate additional revenues of $4 million. This 
estimate based on present schedules. However, if schedules were increased 
to obtain maximum utilization of present equipment there would be provided 
an increase of available space to 18 million ton-miles which could be operated 
at no additional expense other than direct operating costs. MATS operates 
6 round trip DC-—6 flights per week between Seattle and Anchorage, 2 per week 
between Seattle and Kodiak and 2 per week between Kodiak and Anchorage, 
plus an undetermined number of frequent flights between Anchorage and King 
Salmon. These routes operated by Pacific Northern and unutilized capacity 
could accommodate all MATS traffic with resultant savings to the Government 
of MATS cost, and the virtual elimination of Pacific Northern’s requirement for 
Government subsidy. 

A. G. Woon ey, President, Pacific Northern Airlines. 


NEw YorK,N. Y., April 9, 1958. 
Hon. DANIEL J. FLoop, 
ippropi iations Subcommittee, Washington, D.C.: 

Reference your April 7 telegram re unutilized capacity year beginning June 30, 
1958, available for military traffic sentence assuming Panagra operates at 65 
percent load factor estimated unutilized available ton-miles $14.7 million rep- 
resenting potential $10.9. Included in dollar fizure above is estimated unuti- 
lized available seat-miles $104.8 million representing potential passenger revenue 
of $9 million. These figures represent total space available on Panagras 
routes between Panama and Buenos Aires including service to Chile, Bolivia, 
Peru, Equador, and Colombia. If one assumes Panagra could not operate under 
normal conditions with load factors in excess of 75 percent it is conservatively 
estimated that 4.2 million ton-miles representing $3.1 million or 30 million seat- 
miles representing $2.4 million available for military travel. Competition 
from MATS on the west coast of South America has been negligible. 

ANDREW B. SHEA, President Pan American-Grace Airways, Ince. 


WINSTON-SALEM, N. C., April 11, 1958. 
Congressman DANIEL J. FLoop, 
House of Representatives, Washington, D.C.: 


Re your telegram April 8 for year beginning June 30, 1958, estimate will be 
approximately 914 million unused ton-miles 90 percent in passenger capacity. 
T. H. Davis, President, Piedmont Airlines. 
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ANCHORAGE, ALASKA, April 9, 1958. 
‘Congressman DANIEL J. FLoop, 
House Office Building, Washington, D.C.: 

Year beginning June 30, 1958, we will have available in excess of 2 million 
ton-miles for moving military passenger cargo traffic over our routes serving 
Alaska Peninsula and Aleutian Islands. Conservative dollar value in excess of 
$1 million. In 12-month period ending February 1958, we actually flew 1,244,000 
revenue ton-miles total as opposed to 2,707,000 total available ton-miles. We 
need greatly increased support from Navy on our scheduled service into Adak 
Naval Operating Base as pertains persons and property. Navy presently avails 
themselves of free mail service from us as scheduled carrier but carries prac- 
tically all their persons and property on MATS. Navy presently asking for 
still more mail service from us but gives no indication of supporting carriage of 
persons and property by us which we direly need. Your info we are nonsub- 
sidized service rate carrier and require relief as outlined above if we continue 
tostay off subsidy. Don’t fail advise us for any niore information required. 

Rorwert C. REEVE, 
President, Reeve Aleutian Airways, Inc 
; 
MIAMI, Pra., April 8, 1958 
Congressman DANIEL J. FLoop, ~~ 
House Office Building, 
Appropriations Subcommittee, Washington, D. C.: 

Reur telegram for the 12-month period beginning June 30, 1958, Riddle Air- 
lines projects 42 million scheduled ton-miles of common carriage lift capability. 
At 70 percent load factor we would use 29.5 million ton-miles, leaving 12.5 mil- 
lion ton-miles available for military traffic. By the additional utilization avail- 
able in our fleet of 5.5 million ton-miles there is a projected availability of 18 
million ton-miles. At our average ton-mile yield of 19.5 cents this amounts to 
$3,500,000. Further, 60 percent, or $2,100,000, would derive from our east coast 
routes and 40 percent or $1,400,000 from our routes to the Midwest. The above 
represents cargo operations only. 


GEORGE E. GILEs, 
President, Riddle Airlines, Inc 


NEw York, N. Y., April 12, 1958 
Hon. DANIEL J. FLoop, 
House of Representatives, Washington, D.C.: 

Further to my wire of April 11th, if sufficient notice were given prior to 
commitment of aircraft to other duties, an additional 41.1 million ton-mi f 
space could have been made available by Seaboard & Western Airlines for 
moving military traffic for the year beginning June 80, 1959, making a total of 
approximately 151.6 million ton-miles of space that could have been made 
available to the military by Seaboard. 





les O 


RAYMOND A. NORDEN, 
President, Seaboard & Western Airlines, Ine 





NEW York, N. Y., April 12, 1958 
Hon. Dantet J. FLoop, 
House of Representatives, Washington, D. C.: 

In reply to your wire of April 8th, Seaboard & Western Airlines will have 
approximately 110.5 million ton-miles of space available for moving military 
traffic for the year beginning June 30, 1958. Seaboard’s certificated route is 
across the North Atlantic between the coterminals New York, Philadelphia, 
saltimore, and cities in Western Europe. 

RAYMOND A. NORDEN, 
President, Seaboard & Western Airlines, Inc. 
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SLICK AIRWAYS, INC., April 10, 1958. 
Hon. DANIEL 3. FLOopD, 


House OJ Represe ntative Ss, 
Old House Office Building, Washington, D. C. 

DesR CONGRESSMAN F Loop: The following information is submitted in response 
to your telegram of April 8. 

During the 12 months beginning June 30, 1958, Slick Airways, Inc., will haye 
145,550,000 ton-miles of space available to the Department of Defense for moy. 
ing military traffic anywhere in the world. The dollar value of this space js 
approximately $21,915,000 at current contract rate levels. The space will be 
provided as follows: 








f aircraft A vailabh Value 
ton-n Ss 
D<( A/B t 5 rca opera n 95, 5002004 $15. O75. 0M 
UC-A il nly 1 70, OO 2 021.000 
I 740, VUE 1, 213, 00 
27, 140, 000 3, 606, 000 
} 0. 000 21 915, 000 


The fleet which will provide this space includes 38 new DC-6A/B aircraft to be 
delivered to Slick in April, July, and August of this year and the following 
presently owned aircraft: 

{—DC-6A/B aircraft. 

I—DC-6A aircraft. 

i—DC—4 (cargo) aircraft. 

1—_DC-4 (passenger) aircraft. 

Two additional new DC-6A/B aircraft, to be delivered to Slick in May and 
June, have been sold to the Belgium Government. 

MATS competition with private business has had and continues to have 
adverse effects upon airlines providing international charter service. First, 
MATS has carried a major portion of its passenger and cargo traffic itself, and 
has tendered to private carriers only its overflow traffic which is a much smaller 
proportion of the total business (see table 1). The volume of traffic offered to 
the private carriers has fluctuated violently from month to month (see charts 
I and II), so that the market suffers all the depressing effects of unpredictable 
feasts or famine. Secondly, the military air transportation policy has resulted 
in a competitive bidding system which, combined with the fluctuations in MATS 
requirements, has forced the level of current charter rates down to a point of 
destructive competition. In this way our military air policy has promoted a 
cutrate second-class international charter market which is either excluding the 
certificated carriers from bidding or weakening their financial structure when 
they are forced to bid aircraft to keep them utilized. 

As a result of these practices, the market on which about one-fifth of the civil 
air reserve fleet must be sustained is characterized by a relatively meager volume 
of traffic, violent fluctuations in traffic from month to month, and an uneconomic 
rate level. The consequence of these conditions must be a weakening of carriers 
such as Slick who have all their aircraft in the CRAF and who maintain organ- 
izations of pilots and union mechanics to fly and maintain these aircraft. Slick 
Airways, as noted above, has already sold 2 new aircraft to a foreign government, 
2 aircraft that are now lost to the CRAF. If present conditions continue, Slick 
will have no alternative but to sell other of its aircraft. 

Very truly yours, 


D. W. RENTZEL. 
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TaBLE 1.—Comparison of: total MATS, Logair, and Quicktrans traffic with scheduled 
United States domestic and international carriers revenue traffic, fiscal year 1957 


[In Thousands] 


Cargo and mail ton-miles 

Passenger- a a 
miles } | | 
Cargo ! Mail Total 


MATS total. a ; 3. 266, 11 


- il (?) (2) 3 573, 983 
MATS civilian charters... -_-- ie 719, 010 ne : 3 80, 213 
Logair ‘ - ; #111, 000 


Quicktrans 5 20, 000 


United States domestic 
Total trunk = 23, 048, 703 260, 386 4, 749 355, 135 


Total local service 685, 551 3, 520 | 1, 470 4. 990 
Total all cargo carriers. J 160, 909 1, 975 | 162, 884 
Total all domestic carriers ..-| *®23, 736, 530 424, 815 98, 194 523, 009 
United States foreign and overseas . 5, 668, 485 124. 917 58, 704 183. 621 
United States Territorial J 124, 749 3, 756 | 1, 376 | 5, 132 
‘ Freight and express 
? Not available 
;Supplied by Department of Defense, Director for Transportation, Communications and Petroleum 
Policy, Oflice of Assistant Secretary of Defense for Supply and Logistics. 


‘Estimated by Air Cargo, July 1957, p. 
‘ Estimate 
* Includes helicopter revenue passenger-miles of 2,276,000 





Source: CAB form 41. 


TABLE Zz Move ment of t -aflic OY all aircrajt unde } VA TS “ontrol. years ended Ji 
[ . f vae ine 
30, 1951 to 1947. inclusive 


Number of passengers rons of cargo and mail 















Fiscal year n Civilian 
Total Military | Civilian Total Military | Civilian | as a per- 

! carrier carrier rier carrier eent of 

| total 
1951_.. 345, $22 129, 152 7.3 918 43, 449 19, 469 | 30.9 
1062... .. 435, 180 $23, 145 112, 035 26. 7 113 52, 862 23, 251 30. 5 
1953... 482 054 320. RRB 101, 168 20.9 . 103 994 25.3 
1954__. 488. 764 44() 359 a8, 405 9.9 8&5, OR2 9, 909 11.6 
1955... 625, 742 617, 100 8, 642 | 1.4 123, 808 l 291 2.7 
1956 882,100 | 725,113 156, 987 17.8 165, 217 150, 125 15, 092 9.1 
1957... 920, 201 729, 735 190, 466 19. f 167,013 149, 531 17, 482 10. § 

NOTES 

1. The figures, ¢ hown above, represent the total movement, which includ ft outbound fre the 





United States, inbou the United States, and in intermediate overseas channels 
2. Inbound commercial lift f 











al li r the period July 1950 through December 1952 was not ay It was 
estimated by applying to outbound commercial lift the same ratios which were known to ha ized 
in 1953, i. e., inbound passenger lift was 126 pereent of outbound pa ft ound cargo and m ft 





was 77.5 percent of outbound cargo and mail lift. Sampling of inbound reports established th 
of estimatir g inbound movement on known outbound movement 


Sources: 1951-55: Hearings, House of Representatives, Subcommittee on Appropriations, 84th Congre 
2d session, April 10, 1956, p. 1449 

1956-57: Department of Defense, Director for Transportation, Communications and Petroleum Policy 
Office of Assistant Secretary of Defense for Supply and Logi , 





stics. 
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TaBLe 3.—MATS civilian carrier charters, April 1956 to Dece 
and cargo 


1956 

April. 
May 
June 

2d quarter 
July on 
August. : 
September.. 

3d quarter 


October 
November 
December 


4th quarter 
1957 
January 
February 
March 
t quarter 
April 
May 
June 
Jul 
August 
Septem ber 
xi quarter. 
October... 
November... 
December 
4th quarter 
Millions of passenger 
» Millions of ton-mil 
Source: Estimated by 





Atla 


Passenger charters 


ntic 


30.1 
103. 4 
20.0 


44.5 
31.5 





81.4 
66 


53.3 


802 


Pacific 








96. 5 


83 


04 


69 


76.3 


Total 


4% 
96 


f 
» 


210 


128 


61 


~I 


o = 


tor 


wm Ww 


ver 1957 


iw 


Total 


“3b 


= 


| soo we 


we 


» Dassenger 


v 


0 


> 
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TaBLE 4.—Comparison of 1-way air passenger tariffs of United States-flag carriers 
and MATS accepted charter = July 1957—December 1957 





New York-Frankfurt 





San Francisco-Tokyo 
United States flag 

















lst class Tourist ist class Tourist 
—_—————— — _ ao | i —_— 
Dollars per passenger 
|———_-— --_- ——_—__-- -_-—--—- 
. . i ~ ' « j 
United States flag... 478.10 | 328. 10 650. 00 } 488. 00 
Military ebarter: 
Fixed contract 
a. ; : 102. 23 | 184. 2 
Ree ; | 105. 26 | “ 
Range of cal! charters | 
Hig! | 193. 05 | 225. 44 
Low ‘ 102. 78 : J 148. 50 
Mode 131. 15 | 184. 25 
' 
Cents per passenger-mile 
United States fla, 12. 43 8. 53 9.72 | 7. 3 
Military charter ! 
Fixed contract 
% 2. 64 2.7 
t 2.74 
Range of 
High 5. 02 3. 37 
Low 2 67 2 99 
Mod 3. 41 2.7 
Percent of United States-flag tourist tariff 
United States flag 145.7 100. 0 133.0 | 100 


Military charter 
Fixed contract 


7 1.2 7.8 

us ae 2.1 

Range —_ arters | | | 
= - & 58.8 iil, 46. 2 
wvecdi tuted | 31.3 i 30. 4 
en de_. BST I ar ae | | met ae 37.8 

! 
Source: Compiied and estimated by Slick Airways 


SOUTHERN AIRWAYS, INC., 
Atlanta, Ga., April 11, 1958. 
Hon. DANTEL J. FLoop, 

House of Representatives, Washington, D.C. 

Dear Mr. Fvoop: This is in response to your recent inquiry concerning unused 
ton-miles available for use by the military during the year beginning June 30, 
1958. 

Based on the use of all capacity and on the experience of Southern Airways in 
the year 1957, we estimate that Southern will have unutilized ton-miles of 5,769,- 
524 available on Southern’s combination passenger and cargo operation. 

Also, based on the traffic carried in 1957, use of this capacity would produce 
an additional $3,532,000 in revenue. This would, of course, go to reduce our 
subsidy which must be appropriated by Congress. 

We trust this information will be of value to you in your discussions with the 
Appropriations Subcommittee. 

Very truly yours, 
FRANK W. Hvtse, President. 


ATLANTA, GA., April 11, 1958. 
Congressman Davin J. FLoop, 


House Office Building, Washington, D. C.: 
Letter airmail date re your recent inquiry on MATS operation. 
FRANK W. HULSE, 
President, Southern Airways, Inc. 
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LONG BEACH, CALIF., April 9, 1958, 
Congressman DANIEL J. FLoop, 
Washington, D. C.: 

Transglobal Air Lines will have an unutilized space which would be available 
for Pacific and Atlantic cargo or passenger and domestic passenger totaling 
360,000 ton-miles for period June 30, 1958 to June 30, 1959. Lost revenue would 
total $540,000 operating four aircraft. 

Approximately 400 commercial flight crew members unemployed this area 
because of poor aircraft utilization. This has noticeable bad effect on local 
business. In past year MATS business has helped carriers through lean months. 
This year all carriers have suffered great losses. 

Frep A. MILLEr, 
Chairman of Board. 


HONOLULU, April 12, 1958. 
Hon. DANIEL J. FLoop, 
House of Representatives, Washington, D. C.: 

Estimated available ton-miles and dollars respectively for year ending June 30, 
1959, between Honolulu and specific points : Hilo, 442,449, $418,203 ; Kona, 204,720, 
$193,501; Maui, 474,157, $448,173; Kauai, 504,727, $477,068; total 1,626,053, 
$1,536,745. MATS currently carries Armed Forces personnel to rest camp in 
Hilo. No available figures. 

Youne, Treasurer, Transpacific Airlines. 


OAKLAND, CALIF., April 10, 1958. 
Hon. DANIEL J. FLoop, 
House of Representatives, Washington, D. C.: 

Transocean Airlines could make 8 aircraft available approximating 4,200,000 
ton-miles for 12-month period beginning June 30, 1958, representing between 
$5 million and $7 million. 

Orvis M. NELSON. 


Houston, Tex., April 10, 1958. 
Congressman DANIEL J. FLoop, 
Washington, D. C.: 

Reurtel on April 7 concerning airlift and MATS during year beginning June 30 
we will unutilized space systemwide of approximately 8 million ton-miles for pas- 
sengers and 800,000 ton-miles for cargo we believe San Antonio, Tex., is probably 
the largest single MATS terminal in our operating area and of our systemwide 
unutilized capacities approximately 2 million ton-miles will be available on flights 
operating into and out of that point to and from El Paso, Laredo, Rio Grande 
Valley, Houston, the Dallas-Fort Worth area and Shreveport, Memphis. 

TRANS TEXAS AIRWAYS, 
R. E. McKaueHan, President. 


BURBANK, CALiF., April 10, 1958. 
Hon. DANIEL J. FLoop, 
House of Representatives Office Building, 
Washington, D. C.: 


Re your wire relative unutilized space year 1958 beginning June 30, Pacific, 
Atlantic or domestic areas. Passenger miles available 231 million or ton-miles 
available 33 million. Revenue on passenger availability approximate $7 million; 
revenue on ton-miles availability approximate $6% million. 

H. D. Cope, 
20th Century Airlines. 
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Unirep Arr LINES 


Estimate of (1) unused capacity and (2) added revenues that would result if all 
unused capacity were fully filled with payload, year ending June 30, 1959 


Forecast Forecast Difference 


payload capacity (unused 
capacity 


a 2) (3) 
Ton-miles: 
Passenger and baggage !_... ; 532, 209, 000 832, 694, 000 300, 485, 000 
Cargu ‘ 110, 615, 000 304, 541, 000 193, 926, 000 
Total 642, 824,000 |1, 137, 235, 000 494, 411, 000 
Revenues 
Passengers and baggage $303, 947,000 | $477, 769, 000 $173, 822, 000 
Cargo 28, 990, 000 71, 654, 000 2 42. 664. 000 
Total. ‘ 332, 937,000 | 549,423,000 | 216, 486, 000 
1 See following: 
Forecast Forecast Difference 
payload capacity | (unused 


capacity 


Equivalent revenue passenger-miles 


? Unused cargo capacity priced at freight-yield rates (22 cents per revenue ton-mile 


Estimates of unused passenger and cargo capacity, United Air Lines, year ending 
J une 30, 1959 


[In millions] 





Passenger { I l 
1, Available ton-miles of capacity over and above that to be 
utilized in ¢ ing payload 300. 5 193.9 494. 4 
2. Revenues associated with (1) above_. es $173.8 $42.7 | $216. 5 
Note.—Line (2) above is based on the premise th at all unutilized capacity would be filled, resulting in in 
overall payload fact yr of 100 percent. Pr r capacity was priced to re flect the proj nortions of Ist class 





and aircoach space available. Cargo capacity was priced at the expected airfreight yield rate ($0.22 per 
revenue ton-mile 
BourRBANK, Cauir., April 10, 1958. 
Hon. DANIEL J. Fioop, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN FLoop: Very happy you are again checking into MATS 
However it appears that the Pentagon and the military are not paying much at- 
tention to Congress. Our operation is as follows: 

For 1 year with 2 DC-4E aircratt. 

Cargo, Atlantic or Pacific, 15,000 ton-miles. 

Revenue approximately $3 million. 

Passengers, Atlantic or Pacific 110,000 passenger-miles revenue approximately 

I also wish to advise you that due to the MATS buildup, we canceled 2 DC—6A’s 
we had on order with Douglas Aircraft last fall. 

GeorGE S. PATTERSON, 
Universal Airlines. 
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This is IAA OPS REED 1325/11 PST GA 
This USOA WWD 485 11 April 

MSG NR1 

IAA DCA McCormack USOA 

MSG NR3 NY R. Cox, Jr. 


The following is suggested as figures for reply to Congressman D. J. Flood: 
Unutilized space, in ton-miles and dollars, USOA will have for year beginning 
June 30, 1958. On MATS routes as shown in following breakdown: 


Ton-miles | Dollars 


PASSENGER | 
Route: | 
1, New York to Frankfurt and return, 2 DC-4-. 


-- e= 9, 637,056 | $3, 112, 769.00 
2, San Francisco to Tokyo and return: | 


ee eOis kde — F: a aie aleliieondh iceland 11, 556, 864 | 4,044, 902. 40 
2 DC-6.. ‘ ‘ aes a sail nate 22, 471, 680 6, 067, 353. 60 
ited =<. s mp ee Pee aa oe a 8 _...-| 43,665, 600 | 13, 225, 025. 09 

CARGO | 

Route: | 
1, Dover to Chaterouroux and return, 2 DC-4_. ioe ; = ‘ -| 11, 802,624 | 2, 596, 577.28 
2, Dover to Casablanca and return, 2 DC-4 : ; ot . 12, 140, 544 1, 670, 919. 68 
3, San Francisco to Tokyo and return, 2 DC-4 7 i 34, 446, 080 3, 322, 598. 40 
Total ‘. 38, 389, 248 8, 500, 095. 36 
Grand total, passenger and cargo a eile ivadeconbiehanicard $2, 054, 848 | 21, 815, 120. 45 


Specific examples of bad effects of MATS competition with private business. 

MATS is using a fleet of DC-4 A/C on Atlantic cargo routes with very low daily 
utilization per A/C and very high cost to the taxpayers. These routes could be 
operated by commercial carriers at a great saving to the public and a resultant 
economically sound commercial fleet. 

The Air Force is using MATS equipment on domestic moves of Air Force 
personnel between Air Force bases. This traffic is supposed to be put up for bid 
on CAM, S.; example, the recent mid-air collision in California involved a MATS 
A/C en route from Long Beach to another Air Force base. 

Note: This MSG going to New York for consideration and instructions by R. 
Cox, Jr. 

J.M. CHAPMAN, 
WWD OPS/USOA. 


SEATTLE, WASH., April 9, 1958. 
Congressman DANIEL J. FLoop, 
House of Representatives, Washington, D. C.: 

MATS does not operates routes which are competitive with West Coast Air- 
lines existing routes. Due to the fact that we area local service airline operating 
only DC-3 equipment West Coast Airlines does not lose traffic or traffic potential 
to the military operation. 

NIcK BEz. 


WESTERN Air LinzEs, INC., 
Los Angeles, Calif., April 8, 1958. 
Hon. DANIEL J. FiLoop, 
House Office Building, Washington, D. C. 


DBAR CONGRESSMAN FLoop: In response to your telegram of today concerning 
information to be used in connection with your forthcoming hearings, I regret 
that due to the fact that Western Air Lines has had to suspend operations since 
February 22 because of a strike of the Air Line Pilots Association, as a result of 
which most of our people are furloughed, we will be unable to compile such 
information. 


Respectfully yours, 


TERRELL C. DRINKWATER. 
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FAIRBANKS, ALASKA, April 9, 1958. 
Congressman DANIEL FLoop, 
Old House Office Building, Washington, D. C.: 


Reurtel April 7 ton-miles available but unused fiscal 1958 estimate $971,762 
on schedule run dollars value $1,027,243.92 available for either passengers or 
cargo. Routes affec ted Fairbanks to Fort Yukon, Barrow, and Nome; Kotzebue 
and beyond points such as Cape Lisborne, Wales, and Northeast Cape. 


Sicgurp Wien, Wien Alaska Airlines. 


(The following Air Force comments are offered on the replies 
received by Mr. Flood in response to his telegram to the airlines. ) 

Mr. Chairman, the opportunity to comment on the messages which were re- 
ceived by the committee from the various airlines is appreciated. I am sorry, 


however, that in making our review of the replies we did not have the benefit 
of seeing the analysis referred to by Mr. Flood. 


Summary of commercial airlines replies to Congressman Flood’s telegram of 
April 7, 1958 (see amended summary on p, 815) 


Nature of the replies: 





cmuaiemmasaamiea-esipciaea ies > GUN TN sk aa aac amelie 14 
Adverse comments on MATS‘ and another agency______-_---____----- 1 
Adverse comments on another Government agency_------------------ 3 
Comment on current economic conditions_._-_-_.__._._._._---.--__---.-.. 1 
Pome emer etom: | Gia: I nn sha sc icecadim eect ener icoageneraienl 6 
Derren cree: TURD re i eet cree bkertnied eben pian 22 
Gocrationa wispended: Que‘ t0 Bt ons sn se ine nee 1 

PE COIR as ie a se. Sistine st andeainapnd go ence pueda 48 

Type carriers or operations involved : 

ETS CN since ceniicewckcac eis mae tale vn coal eae asan aati aaa 2 
Sn ORTON io sancti ih  ctd nnga el pn a aceon nap ee 1 
ren RA i a tee ee 19 
SUPUUONNDL QUE? “HCE TUT OIG UG cas acannon ic ana cs wanna Sanaa dancsesn deeded iene cate eee 10 
MERINO ORRIN a sik hte a ci nde ey ee oe 

Psi sesh cing a ete Ec Se A oe is kN Socks ees ee 48 


17 scheduled and & nonscheduled carriers. 


We were given for review the replies of 48 airlines. Fourteen of the carriers 
commented adversely on MATS, 1 commented adversely on another agency and 
MATS together, 3 commented adversely on another agency of the Government, 
and 1 commented on current economic conditions. Six carriers state that 
MATS does not offer competition to their services while the great bulk—22— 
list their estimated unutilized space for the coming year but do not comment 
one way or another on the question of MATS’ effect on their business. One air- 
line offers no comment due to having suspended operations owing to a strike. 
It may also be of interest to indicate that 30 of the replies were from scheduled 
carriers and the remainder from irregular or nonscheduled operators. 

I think it is important at this point to note that the estimates for unutilized 
ton-miles, and in turn the estimates for the revenues not earned as a result of 
such nonutilization, are based upon total capacity—i. e., maintaining a load factor 
of 100 percent at all times. We all know, of ae that a consistent average 
65-percent load factor would be very gratifying to almost any operator. In- 
deed it appears to us that more than several of the airlines replying to the com- 
mittee’s questions misunderstood the intent of the questions and are submitting 
their answers in a cooperative effort to indicate the extent of capacity which 
might be made available to MATS should it be urgently required. 

To continue our analysis of the replies received by the committee, we note 
that 2 of the airlines engage only in helicopter operations while 1 operates only 
small seaplanes. Nineteen of the airlines are domestic or primarily domestic 
while 10 are regional or territorial carriers. I assume the committee is interested 
principally in having my analysis of those 15 airline comments which indicate 
an adverse effect by MATS on their business. Seven of the fifteen are scheduled 
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operators while the remainder are irregular carriers. I will speak first of the 
seven scheduled carriers. 

1. Braniff Airlines lists its unutilized capacity and states its belief that the 
commercial airline operator can provide air transportation at a lesser cost than 
the military services. We have never contended that preparedness for war is 
an inexpensive item, but we do believe that the personnel, aircraft, facilities, 
and other resources of MATS are essential cost elements of preparedness. If 
we accept these costs as necessary, then the use of these resources in peacetime 
certainly costs the taxpayer less than it would if we maintained the resources 
and bought our airlift from the civil operators. It should be pointed out, how- 
ever, that Braniff lists 87.5 percent of its unutilized capacity as being domestic. 
The committee will recall from previous testimony that MATS does not onerate 
schedules within the United States, except for aeromedical evacuation flights; 
the Department of Defense relies upon the commercial carriers for intra-United 
States movements. Regarding the remaining 12.5 percent of Braniff unutilized 
eapacity I will only comment that Braniff’s international routes are in the same 
area as those of Pan American-Grace Airways whose reply to the committee 
states in part “competition from MATS on the west coast of South America has 
been negligible.” 

2. Cordova Airlines states that in the past year it has operated at only 46 
percent load factor with a relatively low rate of utilization for its aircraft. It 
points out that it has available a DC-8 and a C46 aircraft and asks that it 
be given more traffic to Middleton Island. I think several comments are per- 
tinent to this situation. First, the space offered by Cordova appears to be on an 
individual travel basis. The committee will recall the testimony last year of 
Mr. Douglas stating that from the standpoint of economy the Air Force found 
it got the same kind and quality of air transportation at substantial savings by 
buying through contract or charter, rather than on an individual travel basis. 
Secondly, even if Cordova could make its aircraft available for charter or con- 
tract use, the equipment would be twin engine aircraft only, and therefore not 
eapable of long-range, over-water movements; in addition this equipment would 
be of very limited value to the military services as a reserve potential during 
an emergency. Although we recognize the value of carriers such as Cordova to 
the civil economy, we must state that if we were to undertake the support of 
earriers of this or any other type we would be usurping the function of another 
agency of the Government. 

3. Hawaiian Airlines states its willingness to provide a DC-6A aircraft, based 
in Hawaii, in support of military needs. It states that in the absence of sub- 
stantial military contracts it has no alternative but to lease the aircraft for use 
by other carriers outside of the Islands. I should like to leave this thought with 
the committee: We do not believe it is healthy for the air industry to be unduly 
dependent on military business. We do believe that the air transport industry 
should be encouraged to the fullest extent to develop along sound economic lines, 
a transportation system geared to a civilian peacetime economy. Seasonal im- 
balance, fluctuating requirements and other factors make it undesirable for a 
carrier to rely on the military for a disproportionate share of its income. 

4. National Airlines states that it is suffering from lack of traffic with which 
to fill available space, and that diversion of traffic to military services deprives 
the airlines of much needed traffic and revenues. As noted above, MATS is not 
engaged in operations within the United States—accordingly it appears that the 
comment of National Airlines refers to the separate problem of whether the 
military should attempt to use more scheduled services on an individual seat 
basis or whether the military is justified in continuing its policy of procuring 
more reliable and far cheaper transportation by contract from the commercial 
operator. 

5.. Northern Consolidated Airlines maintains that the military services, through 
not using available schedules, are jeopardizing the entire intra-Alaska scheduled 
operations. According to Northern Consolidated, there has been a decline in 
traffic to the early warning line and to White Alice sites. The committee may 
recall that this carrier stated last year that the Alaskan Command had been 
most cooperative and that it had operated to full capacity. Possibly we have 
here, again, an example of a carrier which has come to rely too heavily on a fluc- 
tuating military requirement. 
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6. Reeve Aleutian Airways states that it needs greatly increased support from 
the Navy on its scheduled operation to Adak if it is to remain off subsidy. It 
has been and remains the policy of the Department of Defense to consider the 
use of Reeve Aleutian services when the need arises and on the same basis as 
other carriers. However, we must reject any thought that the military depart- 
ments should be responsible for subsidy of a civil operation. 

7. Transpacific Airlines states that while it has available 442,000 ton-miles 
between Honolulu and Hilo, MATS is carrying Armed Forces personnel to rest 
camp in Hilo. 1 believe the comments submitted above apply with equal force 
to the service offered by Transpacific. 

The next category of carriers on which I should like to comment includes the 
eight nouscheduled or irregular carriers which have complained regarding MATS. 

1. American Flyers Airline states that it has utilized space available for the 
continental United States and maintains that several airlines are out of business 
due to MATS. We understand that this company does not own its aircraft; it 
operates with four leased DC-8 aircraft, i. e. twin engine only. Nevertheless it 
is able to bid for the domestic carriage of Department of Defense traffic on an 
equal basis with other operators. 

2. Argonaut Airways Corp. states that it is unable to secure MATS business for 
overseas flights with twin-engine equipment. It is true that MATS requires 
four-engine equipment and will continue to do so. To utilize carriers operating 
small aircraft for overseas military logistics would be nonproductive and costly. 

8. Central Air Transport, Inc., states it is on the verge of bankruptcy due 
to overseas transportation being’ monopolized by MATS. Central Air Trans- 
port holds a call contract with the Air Force. Under this contract Central 
Air Transport presumably had an equal opportunity to bid for approximately 
$49.8 million worth of contracts during fiscal year 1957 and $39 million worth 
during the first 9 months of 1958. This would appear to be another case of 
an operator being too dependent upon military support. 

4. Flying Tiger Line states that it acquired its aircraft fleet for military 
traffic. This statement is interesting when considered with the fact that the 
Flying Tiger Line has applied for and received a certificate for carriage of 
commercial cargo. It is also appropriate to observe that if the fleet was ac- 
quired for the purpose stated, this action must have been taken with full 
knowledge that military business is awarded on a bid basis. As noted previ- 
ously, the economie soundless of placing too much reliance on fluctuating mili- 
tary requirements appears doubtful. The Flying Tiger Line also mentions that 
“only a few morsels of business are being handed out by MATS.” According to 
the record, business obtained by Flying Tiger during fiscal year 1957 amounted 
to $6.5 million worth of contracts, while during the first 9 months of fiscal year 
1958 it was worth $14 million to this company. 

5. Modern Air Transport mentions it has unutilized capacity to any point 
in the United States, its possessions, or Territories. As in the case of American 
Flyers Airline it would seem that Modern Air Transport has an equal oppor- 
tunity to participate in the domestic Department of Defense traffic without 
competition from MATS. It is noted that Modern Air Transport owns 1 C46 
aircraft and leases 2 C-46 aircraft. It does not operate any four-engine aircraft. 

6. Universal Airlines states that due to the MATS buildup, orders for two 
DC-GA’s were canceled last fall. It is a matter of regret that apparently this 
is another instance of a carrier relying too heavily upon military business for 
iis existence. The decision to cancel the order for additional aircraft would 
appear to be justified under the circumstances. At the present time Universal 
Airlines does not own aircraft; it leases 2 C-46 aircraft and 1 C—54 aircraft. 

7. Slick Airways, Inec., states that the MATS offering to private charter op- 
erations is small in volume and is subject to fluctuation. It is noted that Slick 
has suspended its operations. Significantly, the president and chairman of the 
board of Slick Airways, Mr. Delos Rentzel appearing before the Committee on 
Government Operations on February 24, 1955, said, “Now, what has happened 
is very simple. It is true that we have been subsidizing the common carrier 
operation of Slick Airways for at least the last few years by whatever business 
we could scrounge from contract and charter operations and primarily that 
was military.” In fiscal year 1957 Slick was paid $8.4 million for contract air- 
lift services to MATS; in the few months before Slick suspended operations it 


obtained $5 million from MATS for airlift services in the first 7 months fiscal 
year 1958. 
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8. Overseas National Airways believes the military is offering traffic in bits 
and pieces in an effort to force low bidding. I can assure the committee that 
the military operator is most desirous of giving as much advance notice as is 
possible of its requirements. With equal firmness I can assert that the require- 
ments are announced as soon as they become available to the MATS. 

One final comment should be left with the committee. The Department of 
Defense fully recognizes the value of the civil airlines of the United States. 
This recognition takes the very tangible form of the Department budgeting of 
very substantial sums for the purchase of commercial airlift. Airlift is pur- 
ehased from the scheduled and the nonscheduled airlines. In accordance with 
procurement regulations, contract awards are made to the lowest bidder capable 
of furnishing satisfactory service. In respect to two of the carriers mentioned 
in the foregoing, Flying Tiger and Slick, the following figures appear to speak 
for themselves as to the amounts of money obligated by the Department for air- 
lift services: 


Fiscal year Fiscal year Fiscal year 


| 
' 


1956 | 1957 1958 
soak wei - é |—__— sen eee ie 
Flying Tiger Lines ee ihe ties a $3, 023, 673 $6, 539,140 | 1! $13, 931, 961 
Slick Airways__-- j 4, 265, 934 8, 459, 103 5, 395, 944 
| 


1 ist 9 months only. 


In summary, the policy of the Department of Defense in regard to commercial 
airlift is that within the continental United States commercial airlift services will 
be employed for movement of traffic when such service is available or readily 
obtainable and satisfactorily capable of meeting military requirements. 

As regards air transportation to, from, between, and within areas outside the 
United States, Department of Defense and Air Force policy is that requirements 
will be first placed for efficient and economic utilization of the Military Air Trans- 
port Service. Requirements generated above MATS capability will be tendered 
United States civil air carriers on a competitive bid basis at the earliest practi- 
cable date. 


We consider that this policy is sound and serves the best interests of the United 
States. 


(Eprror’s Norr.—Additional letters and telegrams furnished by 
Mr. Flood are as follows:) 


NorTHWEST AIRLINES, INC., 
St. Paul, Minn., April 21, 1958. 
Hon. DANIEL J. Fioop, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Fioop: In reply to your request we are enclosing data indicating 
unused ton-miles in Northwest Airlines’ system services for the calendar year 
1957 and as estimated for the year beginning June 30, 1958. The information 
is broken down into the various route areas of our system. Included also is the 
dollar value of the unused ton-miles in the various areas. It will be noted that 
our scheduled services are virtually all passenger flights with a portion of the 
ton-mile capacity available for cargo. 

The dollar figures for unused ton-miles are based upon the assumption of 100 
percent load factors which, of course, would not be a practical expectation under 
any circumstances. They do, however, indicate that a great deal of potential 
lift is tied up in the unused capacity which scheduled airlines such as North- 
west must transport. For example, utilization of only 10 to 20 percent of such 
unused capacity would accommodate a great deal of the military traffic require- 
ments. 

To make the unused capacity figures more meaningful, it might be pointed out 
that in the year ending February 1958, Northwest operated a total of 17,608 
empty seats in its transpacific crossings. This is an average of 48 empty seats 
per day. A further item of significance with respect to the transpacifie operation 
is the fact that after many years of operation the scheduled services of North- 
west support only one daily round trip between Seattle and Tokyo. With our 








811 


fixed installations at Anchorage and Shemya, as well as the terminals of Seattle 
and Tokyo, we have adequate route support to accommodate increased frequen- 
cies which would give us better use of ground support functions. 

We should like to call particular attention to Northwest's unused capacity in 
the area designated on the attached table as “interport.” This is the area of 
our international service west of Tokyo and includes services from Japan to 
Korea, to Okinawa, to Taipeh, and to Manila. We understand that in addition 
to United States-Asia traffic, MATS has transported a great deal of cargo and 
passenger traffic in the Far East area itself. This includes cargo and pas- 
sengers for the MDAP program, for which MATS was paid by MDAP appropri- 
ated funds. It must be evident that some of this MDAP traffic could be accom- 
modated on the flights which Northwest now operates in the Far East with 
considerable unused capacity. It is our observation that in the area west of 
Tokyo, Northwest could handle a considerably larger volume of traffic than is 
presently transported on existing service. For example, in the month of Sep- 
tember 1957, we operated the following number of empty seats on such segments: 


; | September Annualized 
Segment | 1957 empty err pty 
seats Seats 
Tokyo-Okinawa 885 10, §20 
Tokyo-Taipe - | 4193 5, 916 
Okinawa-Taipe! ; Schaeakcds ‘ 388 4, 656 
Okinawa- Manila 045 11, 340 
Taipeh-Manils- -- 418 5, 016 





With regard to empty space available for cargo from Tokyo west to the above 
destinations, Northwest will have available during the year beginning June 30, 
1958, approximately 4,737,080 ton-miles unused and available for military cargo 

With this lift Northwest can handle ‘IDAP passenger traffic from Tokyo west 
and can be prepared to handle all cargo. We hereby offer to do so. 

We hope that this information will be of assistance to you. Please feel free 
to call upon us for any further data regarding Northwest’s operations which 
you may need. 

Sincerely yours, 
DONALD W. NYROpP. 


NORTHWEST AIRLINES, INC 


z 7 . : . , ~ 
Estimate of unused ton-miles, year beginning June 380, 1958 


j | . Dollar value 
Available Revenue Unused 





ton-miles ton-mil ton S 

Transpacific to Orient, total 47,226, 000 35, 363, 000 11, 863, 000 7, 100, 000 

(a) Transpacific ! 35, 242, 000 98. 117, 000 7. 126. 000 

(6) Interport 2___. 11. 984. 000 7, 246, OO 4. 737. 000 
States-Alaska service 25, 706, 000 14, 195, 000 11, 511, 000 5, 700, 000 
Hawaiian 9, 417, 000 5, 388, 000 4, 028, 000 2. 000, 000 
Domestic 2810), S86, O00 140, 808, 000 ‘140, 078, 000 | 56, 000, 000 
Total 363, 235,000 | 195,754,000 | 167, 480, 000 70, 800, 000 


! Seattle-Tokyo 
? Tokyo-West 





Ton-miles not utilized, year 1957 





. 
Overall capacity | 


Route area Ge : 
Available | Revenue, Unused Available 
ton-miles ton-miles | ton-miles seat-miles 


i ‘ = ' Cr "a . 
| 
Transpacific, total 42, 752, 229 | 32,059,947 | 10,692,282 | 261,987,017 


25, 647, 947 


6, 412, 000 


32, 149, 229 
10, 603, 000 


(a) Transpacific !_- 


6, 501, 282 | 
(6) Interport ?__ 


4,191, 000 | 
11, 384,411 | 9,231,081 | 131, 337,879 
; : 4, 390, 995 3, 282, 767 77, 032, 242 
_...----|214, 429, 961 |107, 487, 446 |106, 942, 515 |1, 655, 148, 286 


182, 715, 017 | 
79, 27: 





20, 615, 492 
762 


States-Alaska service_._. 
Hawaiian- 
Domestic - 


Total 


673 


285, 471 322, 799 


, 444 1155 








1 Seattle-Tokyo. 
2 Tokyo-West. 





Estimate of unused ton-miles, year be 
Overall capacity 

Route area eae ti ae ee ee . rts : rg 
Revenue, Unused Available 

ton-miles ton-miles seat-miles 

Transpacific to Orient 

total 47,225,971 | 35, 362, 864 | 11, 863, 107 280, 140, 785 
(a) Transpacific ! 35, 242, 466 | 28, 116, 439 7, 126, 027 195, 791, 475 
(6b) Interport 2-- 11, 983, 505 7, 246, 425 4, 737, 080 84, 349, 310 
States-Alaska service. 25, 705, 591 | 14, 194,627 | 11,510,964 | 208, 289,778 
Hawaiian-.---_- 9, 416, 781 5, 388, 283 4, 028, 499 97, 021, 380 
Domestic. --- 280, 885, 861 140, 808, 082 |140, 077,779 |2, 228, 624, 786 
| 363, 234, 204 |195, 753, 855 |167, 480,349 |2, 814, 076, 729 


1 Seattle-Tokyo. 
2? Tokyo-West. 


154, 711, 403 


Passengers 


Revenue, 
seat-miles 


144, 667, 877 


776, 877 


104, 


717, 395 


419, 162 


76, 


38, 


945, 960, 163 


130, 148, 645 |2, 125, 505, 424 |1, 205, 764, 597 





ginning June 30, 1958 


Passengers 
Revenue, 
\passenger- 
miles 


112, 266, 831 


42, 444, 572 


121, 662, 59 
48, 384, 562 


, 273, 659, 065 


, 598, 417, 089 


39, 891, 000 | 


Unused 
Seat-miles 


117, 319, 140 


7, 938, 140 
39, 381, 000 
54, 620, 484 
38, 613, 080 


919, 740, 827 
Unused 
seat-miles 


125, 429, 382 





83, 524, 644 
41, 904, 738 


86, 627, 719 
48, 636, 818 
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NoRTHWEsT AIRLINES, INC. 


Estimate of unused ton-miles, year beginning June 30, 1958 








Overall capacity Passenger-miles 
| rar . 7 
Available | Revenue, Unused | Available pues, Unused 
ton-miles | ton-miles | ton-miles | seat-miles aa - seat-miles 
' ues 
Trans-Pacific-Orient, ’ 
OS See 47, 225,971 | 35, 362, 864 | 11,863,107 | 280, 140, 785 154, 711, 403 125, 429, 382 
(a) Transpacific '.._| 35, 242,466 | 28, 116, 439 7, 126, 027 195, 791, 475 112, 266, 831 83, 524, 644 
(b) Interport ?._....| 11,983,505 | 7,246,425 | 4,737,080 | 84,349,310 | 42,444,572 | 41, 904, 738 
States-Alasksa service....; 25,705,591 | 14, 194,627 | 11, 510,964 | 208,289,778 | 121, 662,059 86, 627,719 
Hawaiian...............| 9,416,781 | 5,388,282 | 4,028,499 97,021,380 | 48, 384, 562 48, 636, 818 
Domestic. .........----./280, 885, 861 |140, 808, 082 [140,077,779 (2, 228, 624, 786 |1, 273, 659, 065 954, 965, 72 
Total__........._. 363, 234, 204 (195, 753,855 (167, 480,349 (2, 814, 076, 729 |1, 598, 417,089 | 1, 215, 659, 640 


1 Seattle-Tokyo. 
2 Tokyo-west. 


ATLANTIC AVIATION SERVICE, INC., 
Philadelphia, Pa., April 11, 1958. 
Hon. DANIEL J. FLOoop, 
House of Representatives, 
Washington, D.C. 
Dear Sir: We have received your telegram of April 8, 1958, and are pleased 
to supply the following information in reply to it: 


Fiscal 1958-59 estimate: 


AI EIN URIs iis ea ected ecm aeaiscouice wsieaieetiidachiameapinas 200, 000 
Paani “I i 75, 000 
TRUM ag a $56, 250 


Should you wish any further information concerning this operation, please do 
not hesitate to let us know. 
Very truly yours, 
DoNALD R. REDPATH, 
Manager, Operations. 


San Dreco, Cauir., April 14, 1958. 
Congressman DANIEL J. FLoop, 
Washington, D. C.: 
From June 30, 1958, for 1-year period, San Diego to San Francisco expect to 
have available $952,800 in unused passenger space. 


PACIFIC SOUTHWEST AIRLINES. 


Resort AIRLINES, INC., 
Washington, D.C., April 14, 1958. 
Hon. DanreL J. FLoop, 
Old House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN FLoop: In accordance with the request outlined in your 
telegram of April 8, we are forwarding the attached information relative to the 
MATS effect on Resort Airlines operations. 

We hope that this will provide you with sufficient information. If any addi- 
tional items are needed, please advise us. 

Sincerely, 
Harovtp L. GRAHAM, Jr., President 


MATS CoMPETITION 


1. Resort Airlines has reduced its fleet in order to keep from having unutilized 
space in the fiscal year 1959. Therefore, we do not expect to have any un- 
utilized space but aircraft are available for lease in substantial quantities and 
we could make available crews and equipment in any amount desired. 


: 
: 
: 
i 
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2. During the period July 1, 1956, to June 30, 1957, we had at least one DC-4 
operating exclusively for MATS. From January 1, 1957, through June 30, 1957, 
we used two DC-—4's on MATS operation and ordered two 1049-H pressurized 
eargo Constellation aircraft for additional capacity go that we could provide 
lower cost lift and, through the use of these pressurized aircraft, participate in 
the carraige of MATS passenger traffic. Since July 30, 1957, we have not 
participated in MATS traffic due to the limited amount available and the re. 
strictions under which it was offered. 

3. Because of MATS competition Resort has discontinued, from a high of 18 
trips a month to Tokyo in June 1957 to zero in MATS business since July 1957, 
which resulted in our leasing our Constellations to another carrier not in mili- 
tary contract operations and finally in selling the two Constellations effective 
May 1, 1958 for the use of a foreign carrier, thereby reducing the lift available 
to the civil reserve air fleet. 

4. Resort purchased the Constellation 1049-H aircraft for the purpose of 
operating them primarily on military contract work and to meet the desire of 
the military for additional long-range cargo aircraft for the CRAF fleet. The 
sale of these aircraft mentioned above represents a greater impact on the CRAF 
fleet than had passenger aircraft been sold. 

5. Too much attention has been paid to the numbers of MATS aircraft rather 
than the carrying capacity. Although the numbers of aircraft have not in- 
creased substantially, the carrying capacity has jumped tremendously because 
one DC-4 aircraft has been replaced by an aircraft having the ton-mile capability 
of 3 or 4 DC-4’s. The recent MATS’ program to increase the carrying capacity 
of their DC—6B’s permits them to carry 20 percent more passengers without an 
increase in aircraft. Obviously, these are the factors which are important in 
discussing their competitive impact on civil contractors. 

6. Resort Airlines repeats its offer, to purchase with its own funds, any type 
of long-range cargo aircraft desired by the Air Force if a 3-year contract can 
be obtained for the use of these aircraft whereby at least two-thirds of the cost 
would be recovered during the contract period and where less than this would 
be recovered if the aircraft could be certificated under CAA regulations. This 
program would enable the Government to have modern aircraft available at no 
investment cost and without the tremendous problem of obsolescence which cur- 
rently exists. The Government was recently ferced to withdraw the sale of 
C46 cargo aircraft which was contemplated because of the impact it would have 
on the market. It is obvious that this same impact would occur if the Air 
Force were to at some time in the future release DC—G6A- or Consteilation-type 
aircraft on the market in competition with the planned sales of the scheduled 
airlines. The fact must then be accepted that these aircraft have no residual 
value and that all the Government can do is scrap them when they are no longer 
economic to operate. This adds substantially to the existing costs of the MATS 
operation. 


TRANS Wortp AIRLINES, INC., 
Washington, D. C., April 15, 1958. 
Hon. DANIEL J. FLoop, 
House or Representatives, 
Washington, D. C. 

Dear Mr. Froop: This reply to your telegram of April 8 has been delayed 
since it was directed to Kansas City and had to be redirected to New York where 
our acting president is located. Please accept our apologies for the delay. 

Attached is the requested information concerning the amount of unutilized 
space in ton-miles and dollars which TWA expects to have available beginning 
June 30, 1958, for moving military traffic. These figures have been broken down 
into passenger and cargo traffic. 


Sincerely, 


J. Wooprow THOMAS. 
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TRANS Wortp AIRLUNEs, INC. 
Estimate of unused capacily, year ending June 80. 1959 


[All figures in millions] 


Domest Internation Svyster 
Passengers: 
Passenger-miles ~ (2, 300 (700 (3, 000 
Revenue value !__. $120 $52 4179 
Cargo: 
Ton-miles (32% wm : 
Revenue value - : \' 
Total sed space rom a — 
1 Revenue value of unutilized capacity computed on the basis of commercial yiek 
Note.—The unused capacity will be available over TWA’s routes in approximate relationship to the 
relative density of scheduled services 


(Supplemental Air Force comments on replies to Mr. Flood from 
Atlantic Aviation Services, Inc., Northwest Airlines, Inc., Pacific 
Southwest Airlines, Resort Airlines, Inc., and Trans-World Airlines, 
Inc. These replies were received by the Air Force for review after 
the main body of comments had been sent forward. ) 

Mr. Chairman, receipt of the above replies makes necessary the following 


changes to the second paragraph of our earlier comments: 
Total replies received, 53. 


Nature of the replies: 


Adverse comments at WEAR Ci a a en ee 15 
Adverse comment on MATS‘ and another agency______________ iad 1 
Adverse comments on another agency____-_______________ ‘ aBgcnttecbied 3 
Comments on current economic conditions__._..________~- cpiensimticataie 2 
moO. competition ly MAT Mi 5.2.4nndednwsceenes 6 


No comment on MATS’ fleet___.___.______- atte ‘ ' 29 
Operation suspended due to strike 


Total As 


Type carrier or operation involved: 
Helicopters only- 


9 
Small seaplane ples caidas bain Geet aise ets a aad aided : aed 1 
FePIMTEY GOMOCBUC oc nk isc nics eile sis ei Ee ed 20 
Regional or territorial ....2......s.. Fic csiianieeagastecs Mga tte tip celeikagh eminem 10 
Overseas capable sistas isha Bis dpltelliia wiles Serine eae ioe wo aiadcc deel ae 
Business aviation service__ Re sapere a Sel ts ciel bate clase oa ecblicd 1 

Total J . a oe ee te eae 53 

*8 scheduled and 8 nonscheduled carriers 


Here again it would appear appropriate to analyze the comments of those 
carriers who claim an adverse effect by MATS on their business. Before doing 
so, however, an observation is necessary regarding the comments of Northwest 
Airlines on the movement of the so-called interport and MDAP traffic in the 
Pacific area 

For the past several years, MATS capability has been augmented by a com- 
mercial contract airlift between Tokyo, Okinawa, Taipeh, and Manila. Con 
tracts have been let on a competitive bid basis with the fiscal year 1958 con- 
tractor being World Airways who was lowest responsible bidder. Northwest 
Airlines has an equal opportunity to participate in bids for this service. 

As regards the movement of military assistance program traffic, for the most 
part such traffic has been moved commercially worldwide. In such cases MATS 


25095—58 mS 
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is reimbursed from MAP appropriated funds and MATS in turn pays for the 
commercial airlift. MATS military airlift is used only for special MAP cargo 
which cannot be handled by the commercial carriers. 

There was but one adverse comment on MATS in this group of replies—that 
from Resort Airlines. Our analysis of these remarks follows: 

Resort Airlines gives “MATS competition” as a reason for discontinuing ip 
MATS business after July 1957. This is interesting reasoning when compared 
with records indicating that MATS purchases of commercial airlift for fiseg] 
ag 1957 were $49.7 million and for the first 9 months of fiscal year 1958 were 

$39.8 million. It would seem that Resort had the same equipment and oppor. 
‘tunity to bid for MATS contract business in fiscal year 1958 as in fiscal year 1957, 

As a matter of interest, it might be noted that Resort received military business 
in connection with LOGAIR contract operations to the extent of $3.8 million in 
the first 8 months of fiscal year 1958. 

At another point in their comments Resort Airlines asserts that they purchased 
the “Constellation 1049-H aircraft for the purpose of operating them primarily 
on military contract work, and to meet the desire of the military for additional 
long-range cargo aircraft for the CRAF fleet.” 

Several times in our preceding analysis we commented on the questionable 
soundness of carrier policy which places reliance on military business for a dis- 
proportionate share of income. These comments, of course, also apply to the 
philosophy expressed by Resort Airlines relating the purchase of new equipment 
for military contract work. 

The second reason given by Resort Airlines for purchase of the 1049—H’s was 
to meet military desires in connection with CRAF. This is certainly a laudable 
and cooperative purpose to serve, but it may not be the best reasoning on which 
to base capital investments. The loss of those 2 aircraft, from the total civil 
fleet of some 900 four-engine aircraft, will be regrettable. 


Mr. Manon. Proceed. 
INDUSTRIAL FUNDING FOR MATS 


Mr. Fioop. I am concerned about the industrial funding. I know 
what the Navy has been doing with its MSTS outfit. We sweated 
blood to try to get MATS to industri: ul fund. If ever I saw reluc- 
tant virgins, you are reluctant virgins. We beat you over the head 
and now you are going to have industrial funding. Instead of Jan- 
uary, papa knows best and you are going to have it in June, but that 
isn’t serious. 

Mr. Scrivner. The committee suggested June, the beginning of 
the fiscal year, was the more logical time to begin rather than January. 

Mr. Froop. I think it is best, myself, that is so as Mr. Scrivner says. 
I think you mentioned in your affirmative statement it is the policy 
of this committee’s suggestions on all those things to tie them In to 
a set time by statutory fiscal termination. That makes sense. There 
was no hook in that. I was just pointing to the fact. 

The gimmick is what kind of industrial funding you flyboys are 
going to have. We know what the commercial people do. I am 
not suggesting you do 100 percent the same. I know that the Navy 
does a good job. I have my doubts about what you are going to do. 
T want to ask you a couple of questions about that. 


CIVILIAN BUT NOT MILITARY PAY CHARGED TO INDUSTRIAL FUNDS 


First of all, with reference to civilian and military pay, to what 
extent, if any, are you going to include the pay of your civilian per- 
sonnel as contrasted with the pay of your military uniformed per- 
sonnel in your industrial funding operations effective June 1 or when- 
ever it is? 
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Mr. Suarp. It is my understanding they are going to be included. 

Mr. Fioop. Yes, I know. 

Mr. Gartock. The basic charter for all industrial funds provides 
civilian pay will always be included and military pay will always be 
excluded. That is true of all industrial funds in the Department of 
Defense. They are run that way. 

Mr. Froop. I would like the Navy and the Air Force to give me 
the prices charged by MSTS and MATS to.include the civilian pay- 
roll but not the military payroll. I want to know if the price to be 
charged by MSTS and MATS—I am talking about prices. You 
told me you are going to include the civilian payroll. I know you 
are not going to include the military. But what I want to know is 
the prices to be charged by MSTS and the prices to be charged by 
MATS. 

Are you going to include the civilian payroll but, of course, not 
the military payroll? I take for granted the answer is “yes,” but I 
just wanted you to tell me. 

' Mr. Suarp. That is true; yes, sir. 

Mr. Fioop. Navy and Air Force? 

Mr. Suarr. I only know about the Air Force. 

Mr. Fioop. Did you get the question, Admiral ? 

Admiral Gano. Yes, sir; I did. All civilians will be charged. The 
military will not be charged as far as MSTS operations. 

Mr. Fioop. The prices to be charged, you figure your prices different, 
but the answer is still “Yes”? 

Admiral Gano. Yes. 

Mr. Fioop. I know the body will be charged. Do your prices in- 
clude the transport of civilians and military? I am interested in 
prices. 

Admiral Gano. The civilians who work in MSTS;; yes. 


CIVILIANS IN MSTS 


Mr. Fioop. I would like to know from the Navy, of the total number 
of persons employed by or associated with MSTS, approximately 
what proportion are civilians. I havea figure here. 

Admiral Gano. I can give you that answer, Mr. Flood. 

Mr. Fioop. All right. 

Admiral Gano. I will give you an approximate figure for MSTS. 
Seventy percent are civilian. 

Mr. Fioop. I have 75. 

Admiral Gano. That is fairly close. 

Mr. Froop. Will you supply it? 

Admiral Gano. Yes, sir. 
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(Additional information was furnished as follows :) 


Miuirary Sea TRANSPORTATION SERVICE 


Personnel on board as of Feb. 28, 1958 


Number | Percent 


13, 922 | ae 











Total personne} (ci ED URI BESET FY on ss cddssssoyeins ecbibea stelle’ —aehaees 
IR OU oo ee ee sapienaesintticinnias ade atten tains te an ahpen tie | 4, 661 | ~~ 33.5) 
OMinern (96.4 peretbt) cscs nkk cei wick cesnciaccckebea coal 705 | 5 
Enlisted (83.6 percen . 2 R96 | R 
— — —— 3; _ 
ital ORT San os ce ee 2 9, 261 | 66.5 
| = j ——_——. 
Personnel ashore | 
Military +e onus oi 791 <n 
COM as Sik eadasiss Abii ois wahd eben id Shae iia | 4, 890 bes etc 
—— of cttemenpainiie tad 
Pet Ue ud hace ee bretidsdesedelael 2,080 |... 
Personne! afloat 
Military s : ss ic ci decent a li inti a aca aee e S e T ai 3, 870 | é Sie 
Civilian... = a mnie nae ~ a - 7, 432 steer 
Pio iact cdc cuiescunddieddeeeanddeabedbeeae 11, 302 





CIVILIANS IN MATS 


Mr. Fioop. So 721% percent of MSTS personnel are civilians. Now 
the Air Force. Of the total persons employed by or associated with 
MATS, what proportion are civilians ? 

Mr. Suarr. We have table 5 included in my statement, which I 
think —— 

Mr. Fioop. I only got to 4. 

Mr. Suarp. I think table 5 breaks that down between military and 
civilians, by years. 

Mr. Fioop. Who is going to be the mathematician. Me? I want 
the percentage. 

Mr. Trromas. Five to one. 

Mr. Fioop. Five to one. 

Mr. Gartock. Mr. Flood, when you are talking about MATS, I 
assume you are talking about the airlift service portion. You are not 
talking about Weather Service and all those other things? 

Mr. Fioop. They are the “good guys.’ 

Mr. Gartock. We want it just for the airlift service portion. 

Mr. Froop. That is a good suggestion. I wasn’t thinking of that, 
but [think youare right. Let me have that, General. 

Mr. Siarp. That is also in this list. The Strategic Air Transport 
Division of MATS is the second column in this. 

Mr. Froop. My right arm, Mr. Thomas, just whispered that to me. 
General, give me the statement Mr. Garlock is talking about, and then 
I will ask you the other one. 

Mr. Scrivner. While he is looking that up, could I make one ob- 
servation. 


SEPARATION OF MATS AIRLIFT FROM TECHNICAL SERVICES 


Mr. Secretary, it has been pointed out by members of this committee 
prev iously that it would be to the advantage of all concerned if you 
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would finally and completely divorce all of these other operations from 
your airlift service. We have been talking about it in this committee 
as long as I can remember because it always has complicated the pres- 
entations you make. Sometime, somewhere, by Executive order or 
something else, the weather service and all the rest of it which is now 
related to MATS should be completely divorced and presented — 
arately so that then you have only one question before you and only 
one set of funds to talk about, and that is your airlift section of it. 
Why it has not been done, I do not to this day know. 

Mr. Suarp. We have separated it completely here. I do not know 
why they put 
Mr. Scrivner. When it is boiled down, it comes in this one fund. 

Mr. Suarp. It won’t any longer since we have this industrial fund. 
It is bound to be separated. 

Mr. Fioop. Mr. Scrivner has been insisting on that for 5 years, but 
you pay no more attention to him than you do to me or oni else. 
I don’t blame him. If you had done what he asked you to do 5 years 
ago downstairs in that room—of course you weren’t the man. 

Mr. Suarp. I was not here. 

Mr. Fioop. It would have saved everybody a lot of trouble. 

General, you gave us that figure, I did not get it. 

General FrrepMaAn. As shown on table 5 of Mr. Sharp’s statement, 
we have 45,300 military assigned to the strategic transport activity, 
and 10.250 civilians. 

(The following additional information was provided :) 





For purposes of comparison, the MATS industrially financed organizations 
will be authorized by end fiscal year 1959 a total of 23,800 military personnel 
and 3,007 civilian personnel. These industrial fund figures do not inelude the 
man-hours that will be provided to the industrial fund as administrative over- 
head costs or those provided on the basis of cross-service agreements that will be 
considered as contractual services. The strength figures in table 5 are total 
strengths and include many personnel that, under current regulations, are not 
considered to be an expense to the.industrial fund. Examples are the military 
and civilian personnel assigned to air police and food service functions. 

Mr. Fioop. This is where you have to get the pencil. As I asked 
the Navy, of the total persons employed by or associated with MATS, 
what proportion are civilians? Let me tell you what I am reading 
from. According to House Report 2104 of the 84th Congress, 2d ses- 
sion, page 45, only 16,000 out of a total of 105,000 military and civil- 
ian personnel. That is 15 percent. Now what is it, about 20 percent? 

General Frrepman. About 18 percent, sir, just roughly. 

Mr. FLoop, That is Mr. Sharp’s statement / 

Mr. Suarpr. Yes, sir. This is still the statement in table 5. 


MATS AS A PERCENTAGE OF AIR FORCE 


Mr. Froop. Now tell me, Air Force, what percent of your uni- 
formed strength of the entire Air Force is MATS—all of MATS, 
“good guys” and bad ones? 

General Friepman. All right, good and bad. 

Mr. Fioop. Don’t you say that. 

General Frrepman. I was giving you what you wanted. 105,000 
military, and we are programing against an end strength of 850,000. 

Mr. Swarr. This is all of MATS, but the number which applies to 
the strategic transport operation is 45,000. 


2a atten ames = 











820 


Mr. Foon. I was saying 10 percent. What about that, Mr. Gar. 
lock ? 

Mr. Gartock. One-eighth. It is higher than 10 percent. How- 
ever, the transport function employs about 5 percent. 

Mr. Fioop. No. Give me those figures again. What percent of the 
total uniformed personnel of the Air Force is MATS? 

Mr. Gartock. About 1214 percent in all of MATS and about 5 per- 
cent in strategic transport operations. 

Mr. Fioop. They went up, then. 

Mr. Gartock. The others went down. 


POSSIBILITY OF TRANSFER OF PERSONNEL FROM MATS TO SAC 


Mr. Frioop. Mr. Secretary, this will be an operational question. I 
want to know why can’t you transfer 50,000 of these MATS officers 
and personnel to SAC. The President is sending up here a request 
for B-52’s. He is asking for X million dollars for X number of 
B-52’s. I do not think he is asking for enough B-52’s. I want a wing 
of B-52’s. If I get the chance I am going to introduce an amendment 
to make it a wing of B-52’s. That costs money. 

Mr. Scrivner. There is practically a wing of B-52’s. 

Mr. Froop. With the tankers it won’t be enough money. They have 
23 tankers and they have only ¢ 35 or 36 B-52’s. They are going to be 
short. I want a wing of 52’s and the tankers at their regular ratio, one 
and a half. 

The President wants whatever he wants, and I want what I want, 
and it is a thousand to one you are going to get it. 

That being the case, why in the world do you not take 50,000 of 
these blue uniforms, all grades, and send them over to SAC, about 
which we are excited? I am not so hot about MATS. SAC is my 
baby, after Mr. Scrivner. I am crazy about that outfit. I want 
bombers. 


REASONS FOR MATS’ SIZE AND FUNCTIONS 


Mr. Suarp. Mr. Flood, I cannot analyze the exact quantity, but 
the reason MATS is the size it is and the reason it has military person- 
nel in it in the quantities that it has is in support of SAC and other 
Department of Defense emergency requirements, as you will see in 
the classified briefing which you will get. The only purpose in this 
first day or two of the war is to support the SAC deployment, or to 
carry out whatever military deployments the Joint Chiefs of Staff 
determine are necessary. 

Mr. Froop. You and I are going to have an argument about that. 
How many airplanes do yourun? There has been a justification made 
here, Mr. Secretary, 3 years in a row by the SAC people of how they 
supnort themselves to justify their existence. 

Mr. Suarp. Yes, sir: thev support themselves also. 

Mr. Froop. Indeed they do. 

Mr. Srarp. And the Air Materiel Command also supports them. 

Mr. Froop. You have three airlines. 

Mr. Swarr. Yes, sir, we do have transport aircraft in AMC and 
SAC for specific reasons. As long as the Joint Chiefs of Staff put 
this particular requirement on us, ‘it is necessary to keep MATS the 
size it is and have it a military organization. 
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Mr. Firoop. Why don’t you give me 50,000 of these blue suited boys 
and send them over to SAC operations where we want them? Can’t 

ou get me civilians with the necessary talents to replace the bodies 
for whatever necessary operation you want? 

Mr. Suarp. I do not know whether we can or not. 

Mr. Fioop. They are all out of work in my district. 

Mr. Suarp. I don’t know whether we can or not, but if we can 
they still would have to be under complete military control, and to 
have a complete organization which is subject to military discipline 
they must be military people. Maybe we could get them if we had 
more military people. 

Mr. Fioop. You have 1214 percent now that are not. 

Mr. Suarp. Those are the maintenance people, working on the 
bases. In any case the figure for strategic transport is 5 percent as 
we discussed a little while ago. 

Mr. Fioop. They certainly are not doing a very good job. These 
things are falling down like meteors and sputniks. What is the mat- 
ter with them ? 

Mr. Suarp. I do not know to what you refer. You mean the air- 
craft ¢ 

Mr. Fioop. You lost 4 in 24 hours, and that “ain’t good 
94 hours, as a matter of fact. 

Mr. Suarp. I don’t think we lost four MATS planes. 

Mr. Fioop. That is right. 

Mr. Swarr. It is news to me if we lost four MATS planes. 


The last 


RATIO OF OFFICERS TO ENLISTED MEN 


Mr. Fioop. I want to know the ratio of officers to enlisted men. 
This is one of the big complaints up here on the Hill. I don’t know 
whether it is right or wrong. I have been asked to ask you this by 
somebody in the Armed Services Committee. He wants to know 
the ratio of officers to enlisted men and civilians in MATS and MSTS. 

Mr. Manon. Will you supply that for the record ? 

Mr. Sarr. Yes. 

Mr. Fioop. Is there an Army transport man here? Will you let 
me have the Army figure on the ratio of officers and enlisted men and 
civilians as compared to MATS? I want MATS to compare to the 
Navy MSTS, and I want the Army transport to compare to MATS 
on the ratio of the officers to enlisted men and civilians in the three 
outfits. 

Mr. Manon. And state what your ground rules are for making the 
determination, and see that the ground rules are the same for each 
of the services. 

Mr. Froop. Mr. Scrivner does not like this word, but this fellow 
said to me that MATS is topheavy with “brass,” that they are all 
free riders. That is what I wrote down here. That is what he toid 
me. I don’t know. I said I never heard of it. I don’t know. 

Mr. Sarr. We shall be glad to bring in that figure. 

Mr. Fioop. The Army was my idea. I added that. He wanted 
to know the other. 

General Browninc. Which portion of the Army are you referring 
to? : 

Mr. Fioop. Transport, just TC. 
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General Brownina. The Transportation Corps? 
Mr. Fioop. Sure. That is all we are talking about. 
(The information requested follows :) 


I. The Military Traffic Management Agency, United States Army, is respon- 
sible for the management of the procurement, use cost, and control of com- 
mercial transportation services required by the services and agencies of the 
Department of Defense for the movement of passengers and freight between 
points within the United States. The Agency has no operating responsibilities 
as does MSTS and MATS; these agencies, in addition to management of com- 
mercial transportation service procurement within their respective fields, also 
operate organic transport equipment that provide transportation service to the 
elements of the Department of Defense. 








; Pereent 
Number of total 
| Strength 
MTMA manpower ceiling as of Apr. 1, 1958: | | 
Officers (32 Army, 11 Navy, 14 Air Force) ___-_-- ahaa z Seer 57 | 6 
Enlisted __ _— : 0} 0 
Civilian : : ; ; 833] 94 
| 
SG .e8 css of etree eee — 2 aie 890 | 100 
Army manpower ceiling as of Apr. 1, 1958: } 
Officers a dpi : a 104, 500 | 8 
eee oe fe . . se oe EE 802, 500 0 
Civilian . xian bicuca x Seca re $13, 521 32 
Total__.. . ee oii ied a ete sie -_ cae 1, 320, 521 100 
MTMA strength compared with total Army strength: | 
Officers eae a Re ee a ee ee eT . 57 | 1 0005 
Civilians ca eee eae Sn a Bee ee te 833 2 002 
Total strength Siti ete Ree ee ae i a 890 3.0007 


1 Pere-nt of total Army officer strength. 
2 Percent of total Army civilian strength. 
3 Percent of total Army strength. 


II. Based on USAF authorizations for July 1, 1958, the relationship of officers, 
airmen, and civilians in MATS is: 


Percent 

ia cca ie aac a a 12 
ae ci 71 
i a a er cic ata ee 17 
GIT a icra ais ii Laat bn cede ose ected sce ah da cubed ib ob aac oe nae 100 


The above relationship reflects the distribution of not only the USAF indus- 
trially funded air transport units within MATS, but also all other activities— 
Weather Service, Air Rescue, ete. The USAF portion of the Single Manager 
Operating Agency for Airlift Service (industrially funded units) is authorized 
the ratios indicated below: 


Percent 

Speers fe A) ee pt ie St hase ora 2 Bed tee ara aa *19 
TI st a eS a as 68 
I re 13 
a a OE ae ed Se rrr 100 

It should be noted that the 19 percent is made up of 14 percent officer aircrew authoriza- 


+} 


ions and 5 percent nonaircrew officer authorizations. 


POLICY OF USAF UTILIZATION OF CIVILIANS (GROUND RULES) 


Within fund limitations and authorized ceilings, civilian personnel are utilized 
to the maximum extent possible to fill those positions which do not require mili- 
tary skills or which do not require military incumbents for reasons of training, 
security, or discipline (reference AFR 40-3, May 18, 1958, and AFR 30-22, July 
24, 1957, which implements DOD Directive 1100.9, April 24, 1957). 
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CHARGING FOR ONLY A PORTION OF MSTS AND MATS PAYROLL COSTS 


Mr. Fioov. Now, on both the Navy and Air Force again—we are 
using the rule of reason here all day, General—am I fair in concluding 
that with the Navy, which has a much higher ratio of civilians to 
uniformed personnel than MSTS—in the case of MATS, under the 
industrial funding, you and I were talking about it—some two-thirds 
of the Navy MSTS payroll is paid for, two-thirds, by the prices 
charged by MSTS to their users. 

Under the MATS program, if that is true, only 20 percent of the 
MATS payroll will be paid for by those who fly or ship cargo or who 
use MATS. The Navy is paying 75 percent and you are only paying 
20 percent. Why? ‘These are your figures. 

Mr. Suarp. Because of the ground rules, as Mr. Garlock said. 

Mr. Froop. In fairness to you, let us put in the record at this point 
why is it the Navy finances 75 percent of its operation and MATS 
finances 20 percent? If there is a reason, if it is not your fault, if it isa 
directive, you ought to say so, because it sounds ridiculous to a layman. 

Mr. Gartock. In the first place, the industrial fund set up by Con- 
gress and this committee provides for this. I do not quite concur with 
what you were implying, that paying for all of it through the rates is 
good or bad. There are many reasons for not incorporating military- 
personnel costs in here. 

Mr. Fioop. I am not writing an editorial. I am reporting the facts. 
I am expressing no opinions today about anything. These figures I 
got from you and the Navy. I am not giving birth to anything here. 
Now, if those figures are correct—they better be—do you think a 
civilian airline, Mr. Secretary, any civilian airline, could get by if its 
ticket price and its cargo waybills only covered 20 percent of its pay- 
roll, or your own business 

Mr. Swarr. It could, if somebody e!se paid the other percentage 
of the bills. The other 80 percent in military personnel pay is taken 
care of by the Air Force under an appropriation made under that 
heading. 

Mr. Froop. If you are in a commercial airline and hire Mr. Scrivner 
as vice president, you pay Mr. Scrivner out of your funds and that 
goes into the price of your ticket. 

Mr. Scrivner. I hope that job pays well. 

Mr. Fioop. I hope you get your hope. You can get a dozen generals 
or a dozen colonels, and the MATS revenues under no circumstances 
would cover their pay and allowances. 

Mr. Suarp. That is right. 

Mr. Fioop. I am talking about industrial funding. 

Mr. Gartock. We have to go back to the principle Mr. Sharp stated 
a number of times. MATS does not exist for the purpose of hauling 
peacetime cargo. That is an incidental operation. It exists for a mili- 
tary purpose and on that we rest our case for size and composition. 

Mr. Froop. I forget about that. I heard Mr. Sharp make a state- 
ment someplace or other that you were authorized to do this peace- 
time work. I want you to place in the record the law or the regulation 
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for the Department of Defense, and who issued it, on what date, au- 
thorizing you . do those things. 

Mr. Sitarp. I do not remember to what you refer. 

Mr. Froop. You will not find it. I would like to see the law or the 
regulation which authorizes you to say what Mr. Garlock just said you 
can do. You just acquired this. You just think you have authority, 
In the record I want the regulation and the law. 

Mr. Snarp. We will attempt to find this. 

Mr. Fioop. You will need it. 

Colonel Heptunp. We have Department of Defense regulations 
which give us certain responsibilities in this area. 

Mr. Froop. I have a hard time arguing with that premise. That is 
right. If you make statements like ‘that the rest of your life, you are 
home free. You exist for all purposes that way. I am talking about 
the one just mentioned. 

Mr. Suarp. I am sure we have, under the law, the right to transport 
our people and things necessary for our organization. I cannot see 
that there could possibly be anything wrong with that. 

Mr. Froop. You took that right out of the colonel’s mouth. That is 
right. That is not what I am talking about. If I get a chance, I will 
expressly tell you. Is there anything in the law or regulations that 
anybody here knows of which prevents the tariffs charged by 
MATS—still on industrial funding—is there any thing which prevents 
the tariffs charged by MATS from covering cost of military personnel 
as well as civilian ? 

Mr. Suarp. I will refer this to Mr. Garlock, who is the expert on 
industrial funding. 

Mr. Froop. He will not admit that. 

Mr. Gartock. On basic law, I am not sure. Title IV set up certain 
requirements. The current problem would be, of course, we have had 
money appropriated under one heading for this. It would not make 
sense to do it twice. 

Mr. Froop. IT have title IV here. For the record, do not do it off 
the top of your head now. 

Mr. Gartock. I will do it for the record, but title [V—I have looked 
up the testimony which supported the industrial-fund concept of title 
IV; I believe it was made perfectly clear there that the military pay in 
capital items was not to be recovered. That would be the basis. 

Mr. Froop. Let me tell you what I did. At this point I want to in- 
troduce in the record a memorandum dated March 19, 1958. I got 
this from Mr. James Radigan, the public-law specialist at the Legis- 
lative Reference Service of the Congressional Library. It points out 
the Secretary of Defense, under act of August 10, 1949, has authority 
to fix in the MATS tariffs appropriate charges for services rendered, 
and that it is well within the discretionary authority of the Secretary 
of Defense to see that the tariffs of MATS include the miiltary pay- 
roll of MATS or, at least, a proportionate part of the military payroll. 
I will insert that letter in the record so you will have it available. 











—— 


(The letter referred to follows :) 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D. C., March 19, 1958. 
To: The Honorable Daniel J. Flood. 
From: James P. Radigan, Jr., senior specialist in American Public Law. 
Subject : Proposed tariffs for MATS. 

1. Do you know of any law or regulation which prevents their [MATS] 
including the military payroll in addition to the civilian payroll which they are 
going to consider? 

The authority of the Secretary of ee to fix these charges emanates from 
the act of August 10, 1949 (63 Stat. 585; 5 U. S. C. 172d) which act provides by 
subsection c thereof that appropriate canrauh for services rendered may be made. 
This authority is stated in broad discretionary language which cannot be said to 
prevent any charges being included other than those which might be inappropri- 
ate. An argument for the inclusion of the military payroll of MATS in these 
tariff charges would have to be predicated upon the premises that MATS is 
exclusively an industrial type of activity that makes no contribution to the mili- 
tary potential of the country. There is, of course, the alternative of proposing 
that a proportionate part may be included. You are, however, such better in- 
formed than I to determine if the military payroll as a whole or is part could be 
considered an appropriate charge. 

Mr. Fioop. I am advised by the General Counsel that that is the best 
authority for that kind of thing. It is not my idea. 


SETTING MATS TARIFFS TO INCLUDE PAYROLL COSTS 


Mr. Secretary, will you consider it inappropriate—I do not know 
but maybe you should not answer—would you consider it appropriate 
for the Secretary of Defense to set the tariffs to be charged by MATS 
to the level which covered as much of the total MATS payroll as is 
covered in the tariffs set by the Navy and MSTS? 

Mr. Suarp. If there is nothing in the law that prevents him from 
doing this or nothing in the regulations that prevents his doing it, I 
should think if he desires to do it he could. 

Mr. Fioop. It would not be inappropriate if and when as you lay it 
out. 

Mr. Suare. It would seem logical. 

Mr. Gartock. May I ask a question ? 

Mr. Fioop. You are here for a hundred years like I am we hope. 
You go right on. 

Mr. Garrock. What would be accomplished by adding it to the 
tariff ? 

Mr. Froop. When that situation arises we shall endeavor to deal with 
it. You are doing the industrial funding. I want to know the ap- 
propriateness if the Secretary of Defense would do for MATS on 
tariffs what the Navy doeson MSTS. As the Secretary very properly 
said, why not, if there is no prohibition ? 

Mr. Gartock. Let us make clear we are not talking about fiscal 
1959 because none of the services has such funds in their budget to pay 
for it if you set the rates higher. 

Mr. Froop. That “has nothing to do with the case, tra la,” but you 
are right. 

Mr. Suarp. It would seem to me if what you are trying to get at 
is that our rates ought to be approximately equivalent to commer- 
cial rates, I see nothing gained by this maneuver because we have 
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to run these airplanes anyway, whether anybody rides in them or 
not. 

Mr. Fioop. That begs the question. We got into that, as Mr. Mahon 
said, for years and “the music goes round and round and comes out 
here.” You can get as many opinions as you have people. You 

Say since we are buying gas and buying airplanes and paying people, 
why do we not use them 

Mr. Suarpr. That seems quite logical. 

Mr. Froop. It does? Well, Mr. Mahon says there is m0 sense in 
debating that one. From where I sit my opinion is diametrically 
opposite. That does not answer the question. That is the question. 
That is no answer. That does not follow Q. E. D. But that is what 
horseraces are for. I do not want you to be complacent about that, 
Mr. Secretary. [| assure you there is violent opposition to that con- 
clusion. 

Mr. Suarp. I am sure there is but I cannot see how we could pos- 

sibly justify to the taxpayers running these aircraft completely empty 
and buying commercial airlift because we were running our planes 
empty on training. 

Mr. Fioop. Mr. Scrivner says, “Do not bore holes in the air.” | 
agree with that 

Mr. Suarr. We have to exercise our fleet just like the SAC organiza- 
tion. It has to be exercised. They are boring holes in the air so to 
speak. 

Mr. Frioop. Mr. Secretary, you are not being fair to me because Mr. 
Mahon does not want that debated. 

Mr. Srarp. I will not mention it further. 

Mr. Scrivner. I did not think Mr. Mahon put any restriction on any 
complete response by the Secretary by any means. 

Mr. Fioop. Of course he did not. 

Mr. Scrivner. He was seeking to hold the hearings down to ques- 
tions and answers rather than to unilateral comments. 

Mr. Foon. | do not want that argument. If he wants to get into 
it, all right. 

Mr. Manon. We want the plain, unvarnished, unequivocal, brutal, 
indisputable facts. We just want the facts. 

Mr. Froop. That would be an argument that could go on all day 
and we are not going to do that. 


COMPLIANCE WITH CONGRESSIONAL INTENT TO PURCHASE CERTAIN 
PERCENTAGE OF NEEDS FROM COMMERCIAL CARRIERS 


I have made the categorical statement that in my opinion, from all 
the facts and circumstances, I make it now, that you—when I say 
“vou” it is not personal, it is rhetorical—this you,whoever you are, 
have come to this conclusion. When Mr. Douglas was here, in reply 
to letters written by me to him, he wrote me letters in which he gave 
me figures purporting to show and quoting you at some place or 
other that you were complying with the congressional intent. That 
has been the position of Mz ATS for the last 4 years up until this 
morning. 

Now you come in here this morning, as I heard your statement, I 
could not follow you altogether, but it is now my opinion that MATS 
has decided as the highest policy that “papa knows best” and regard- 
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less of what the Congress of the United States has said with reference 
to this problem, we are wrong and in the national interest and welfare 
you are not going to do what we said in the conference report you 
shoulddo. You know best. Is that not where I am about? 

Mr. Suarp. I would not say that is where you are. 

Mr. Fioop. You tell me where I am. 

Mr. Suarr. We very nearly achieved—I suppose you are referring 
to the 40-20 percent relationship, 40 percent of passengers, passengers 
should be carried by 

Mr. Fioop. I am referring to the conference report that is the 
devil’s disciple in MATS. 

Mr. Forp. May I ask a question there ? 

Mr. Fioop. Sure. 

Mr. Forp. Are you accurate in saying this statement to which you 
refer was in the conference report or was it in a Senate committee 
report which was not incorporated in the conference report. 

Mr. Fioop. As a matter of fact, what I am going to do is ask per- 
mission to insert both statements and refer to those statements. I 
have them joined together here, the one to which Mr. Ford refers and 
the conference report itself, which as a fact does include the percent- 
ages to which you have just referred and specifically refers to MATS 
as follows: , 





It is the wish of the Committee, therefore, that within the 1958 appropria- 
tions for operations and maintenance and for military personnel the Defense 
Department reprogram expenditures for operating MATS and other Govern- 
ment-owned transport activities sufficiently to permit the funds se reprogramed 
to be applied toward procuring the services of United States civil air carriers to 
meet as nearly as possible 40 percent of the passenger requirements and 20 per- 
cent of the cargo requirements of the Military Air Transport Service (S. Rept. 
543, 85th Cong., Ist sess., Department of Defense appropriation bill, 1958, p. 14). 


* * * The committee of conference emphasizes the importance of the Senate 
committee report on use of commercial carriers and calls on the Department 
of Defense to carry out the full intent. However, it is realized that the procure- 
ment of commercial transportation must be made in accordance with existing 
law. (H. Rept. 841, 85th Cong., Ist sess., Department of Defense appropriation 
bill, 1958, conference report, pp. 6, 7.) 

What I am charging you with is that you have decided you are 
not going to comply with the congressional intent and you think 
you know best and that we made a mistake. 

Mr. Suarp. I would say this, sir. If we use the figures that we 
are planning to use for fiscal 1959, we will be within $4 million of the 
total that would be required for the 40-20. Our calculation is we 
would have to expend for augmentation $88.5 million in order to 
comply with the 40-20 stipulation. 

Mr. Foon. Mr. Secretary, are you speaking of domestic, overall, 
or just international ? 

Mr. Suarr. MATS transport services in the international field only. 

Mr. Fioop. Good. I am talking about that only. 

Mr. Suarp. $84 million we expect to spend, $88 million is what we 
would have to spend to do this. If the expenditures with MATS are 
what we are led to believe they will be by the three services appropria- 
tions, we will be in position where we can carry all of the cargo our- 
selves. If we want to reach the 20-percent figure we will have to spend 
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$30 million more than is necessary for us to spend, $30 million of the 
taxpayers’ money more than we need spend in order to reach this point, 

Mr. Froop. Who is going to decide that, you or the Congress, Mr, 
Secretary ¢ 

Mr. Suarp. I think if the Congress decides we should spend $30 
million more than we need to spend- 

Mr. Fioop. That is our business, is it not ? 

Mr. Swarr. Yes. 

Mr. Frioop. That is right. Now, just so we are clear about that. 
You are going to do 6.3 percent instead of 20 percent. We asked you 
to do 20, but since we did not say “please,” you are going to do 6— 
on page 11 you say 6.3 percent. Congress says you do 20; you say, 
“We will do 6.3, because we know better than you. 

This is where the President is going to be embarrassed. He is going 
to send a message up this week asking Congress for permission to do 
certain things that you are already doing anyhow. You know better, 
You do not need any law. You just say to us, “We think you are 
wrong; we are going to do it this way.” The President does not go 
that far. He asks permission. 

Mr. Suarp. As we understand the statement, I think it was the 
Senate statement that I am familiar with 

Mr. Fioop. Yes. 

Mr. Swarr. It says “as nearly as possible’—I believe were the 
words. There are certain words in there that limit the statement. 

Mr. Froop. There are certain words that limit the statement ? 

Mr. Suarp. Yes. 

Mr. Fioop. In whose opinion; yours ? 

Mr. Suarp. Yes, sir. 

Mr. Frioop. Did you ask the responsible Senate authorities to give 
to you their interpretation of their language and their intent before 
you decided what they meant and acted on it? 

Mr. Suarp. No,sir; I thought it was quite cleat 

Mr. Froov. I thought you said it was uncertain. 

Mr. Suarr. I thought it was quite clear what was stated. 

Mr. Fioop. You think the Senate and you have a meeting of 
minds ? 

Mr. Suarp. Yes, sir; I do. I doubt if we have now. Before, I 
thonght we did. 

Mr. Froop. I have talked to them. Let me assure you, out of an 
abundance of caution, you do not. Do you know of the letters from 
Senator Chavez and Senator Hayden to the Secretary of Defense in 
this question ? 

Mr. Suarp. Yes, sir. 

Mr. Fioop. Have you seen the answers? I have Senator Hayden’s 
letter, sent to me by them, and Senator Chavez’ letter, sent to me 
by him, and copies of the reply, which were permitted and agreed 
to, to be submitted to me by Defense and the two Senators. I ask 
that they be submitted at this point. 

Mr. Manon. Put them in the record. 

(The material referred to may be found on pp. 908, 910.) 

Mr. Fioop. State your position now. I think you are “flying in the 
face of the gods.” 

Mr. Suarp. The statement made is we do these things as far as 
practicable. 
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Mr. Scrivner. My recollection is the conference report modified the 
language of the Senate. : 

Mr. Froop. Not on the 40-20 as it applies to MATS I am talking 
about the conference report. We have left the 40-20 for another point. 

Mr. Scrivner. Conference report would overrule the Senate report. 

Mr. Fioop. Let the conference report speak for itself. You are a 
good lawyer, and you and I know we cannot -— beyond the statute. 
Let the conference report speak for itself. 1 direct my attention to 
the language of the report; not my impression, not your impression. 
Let it speak for itself. 


CONGRESSIONAL LIMITATIONS ON ADMINISTRATIVE ACTIVITIES 


Mr. Tuomas. Mr. Chairman, will my distinguished friend from 
Pennsylvania yield a moment ¢ 

Mr. Fioop. Yes. 

Mr. Tuomas. The Congress can always protect itself. It has the 
last say in protecting itself. Under this performance budget, where 
you cover everything from soup to nuts, you still have the author ity 
to write limitations in there. If these people over here misconstrue 
the language of the report, after all, that report does not govern. We 
have all writen too many of those. If the committee is of the opinion 
that these funds ought to be limited, let us limit them. 

Mr. Fioop. I have spoken to the clerk of this subcommittee about 
that, Mr. Thomas, within the last 30 days. 

Mr. Tuomas. The clerk does not write this bill. We do. 

Mr. Fioop. I have asked the clerk of this committee to help me; I 
have asked legislative counsel to help me prepare exactly the language 
you are talking about. 

Mr. Tuomas. I can doit in 2 minutes. 

Mr. Froop. You go ahead. 

Mr. Manion. I would also say for the record if we want to change 
the operation of the Defense Department basically we have a legisla- 
tive committee and the airlines and the Defense Department witnesses 

can present their views to that committee and that committee can 
pass the legislation. As Mr. Thomas says, we do have the authority 
in this committee to place limitations if we decide to do so. 


AUTHORITATIVE NATURE OF LANGUAGE IN CONGRESSIONAL COMMITTEE 
REPORT 


Mr. Froop. I just have the impression, Mr. Secretary, this has 
nothing to do with you because I did not even know of your connec- 
tion in this hier: archy with the thing, the “you” I repeat for the pur- 
pose of emphasis is rhetorical, but I am convinced beyond peradven- 
ture of intelligent doubt that from the inception of this we stumbled 
into a Jim Gavin 5 years ago, this MATS nonsense, there has been a 
plan, deliberate, carefully defended resistance at MATS. That is 
your position. But once this conference committee produced the lan- 
guage that it did last year, then I say, sir, to torture that language was 
deliberate and p lanned for the purpose of avoiding it, not executing 
it. The clear intent of the Congress, you know beyond question you 
have not extended yourself to serve us. You have extended yourself 
to translate and torture the language in avoidance, not in service. 
That is my opinion. 
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Mr. Suarv. I think we have extended ourselves, I think the division 
made must have been rather an arbitrary one at the time between the 
personnel and cargo. This is difficult to decide. We do not know 
ahead of time how much exactly we will have of each. 

Mr. Fioop. That is right. 

Mr. Suarp. In this year 1958 I think our estimate will be something 
over 10 percent, about half of what we should have under your rules 
ap yplied to commercial augmentation. Our estimate which we are 
presenting here is that in the coming year in the cargo area we will 
spend 6.3 percent of this unless we are willing to spend $30 million 
that we do not need to spend to increase this to 20 percent. If it is 
the will of Congress that we spend $30 million in excess of what we 
need to spend, we will I am sure have to do it. 

Mr. Fioop. Mr. Mahon and Mr. Thomas touched on two things. I 
have asked the CAB, I happen to sit on the subcommittee with that 
one, to suggest or request or indicate to the proper legislative peo le 
here that in their opinion as CAB—they have some weight—that t is 
be done by law. I have talked to the clerk of the committee several 
weeks ago anticipating this. My information is, from within your 
own organization, you have ch: inged your positions diametrically, 
Now you are against this and you are no longer going to pertonaan 
in a presentation of figures to try to show us where’ you are doing what 
we wanted you todo. You tried that a couple of years. Your figures 
have been all mixed up. You have decided to heck with it, we are 
going to tell you. [admire you for that. If you say “You are wrong,’ 
there is nothing the matter ‘with your saying that. W hy do you not 

say so? Wew ill fight it out on that line in the legislative committee 
or by doing what Mr. Thomas suggests, place a limitation on you, 
because I know the low opinion that the average—you are not a bu- 
reaucrat—the average member of the executive branch of the Govern- 
ment has about a congressional report. The opinion downtown about 
language in a congressional report I know, and you know, and you 
know that I know, is very low. 

So in order to do this now, I ask the clerk to prepare language and at 
the proper time I am going to pray this committee, if it can “be done, 
to put in the bill to make you do what Congress thinks you should do. 

Mr. Suarr. That would be very helpful. 

Mr. Gartock. I would not want the record to show the Department 
of Defense or Air Force has the approach to committee reports that 
you indicate. Over the years the record will show we have given very 
careful attention to it. This year in the “Operation and Maintenance” 
appropriation we have had a great number of problems, many of which 
have heen discussed with this committee. We have, in our opinion, 
made the best use of the money available. That is all we can do with it. 

Mr. Scrtvner. May I make one suggestion, Mr. Chairman? 

Mr. Manon. Yes. 

Mr. Scrivner. I have listened rather carefully to some of the state- 
ments and charges made by the gentleman from Pennsylvania, Mr. 
Flood, in which he has aceused the Department of Defense, and this 
group particularly, of subterfuge and evasion and quite a few other 
words that the record will reflect. 

Mr. Froop. We will take out the words. 

Mr. Scrivner. All right. I feel in view of the fact that that indict- 
ment has been made that everybody in the Department of Defense who 
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is concerned therewith should have a full and complete opportunity to 
refute every charge he has made because otherwise it is a unilateral 
indictment, an ex parte indic tment not based upon facts but a state- 
ment of his own personal opinion. I have no objection to his having 
his own person: al opinion about it, but when he makes a statement like 
that it is indicative that that is the view of the entire committee when 
it is _ because I do not fee! the charges he has made are justified. 

Mr. Fioop. Mr. Mahon made it very clear at the inception of this 
that I do not speak for anybody on the committee but myself. He 
made that very clear. 

Mr. Scrivner. I know but the news writers will pick it up as com- 
mittee views. 

Mr. Froop. I am speaking only from the record. The letters from 
the Secretary, all statistics to which I refer, are all in the record. 
I have before me all the documents, I am not writing a short story. 
My conclusion ismy own. The facts, the letters, statistics are available 
for anybody to read and reach their conclusions. I am MATS “best 
friend and severest critic.” The only problem I have with them is this 
one. 

Mr. Manon. We will reconvene at 2 o'clock. 


AFTFRNOON SESSION 


Mr. Anprews. Gentlemen, the committee will please come to order. 

The time of the gentleman from Pennsylvania had expired and Mr. 
Thomas will be recognized. 

Mr. Tuomas. Mr. Chairman, I will yield the balance of my time to 
the gentleman from Pennsylvania. 

Mr. Anprews. Off the record. 

(Discussion off the record. ) 

Mr. Fioop. I will yield to my friend from Kansas. 

Mr. Anprews. We will recognize the gentleman from Kansas for 
his own time. 

Mr. Scrivner. Mr. Secretary, the question of military transport, 
both sea og air, has occupied quite a bit of time and countless pages of 
hearings. I feel quite frankly that some of the difficulties we have 
encountered will be removed when military air transport is placed 
onan industrialized funding basis and completely divorced from other, 
auxiliary activities grouped under its head. Of course, anyone who 
has participated in these hearings understands and feels the under- 
current that is present; namely, that many of the civilian airlines are 
apparently unhappy and feel that they are not getting as much Gov- 
ernment business as they feel they are entitled to or would like to get. 

In connection with the civil airlines—I have about 8 or 9 of them 
running in my own bailiwick, or just across the river from it—outside 
of the interest of the aver age taxpayer and Member of Congress, I 
have no particular interest or any particular row to hoe. 


GOVERNMENT ASSISTANCE TO AIRLINES THROUGH CIVIL RESERVE AIR FLEET 


I do not think that the story is all complete, and I think there 
should be incorporated in your statement, or in connection with this 
matter, a full and complete statement relative to the position of the 
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Federal Government and the military as it relates to civil air trans- 
port which, of course, would include the assistance which we give 
and properly to the ¢ ‘ivil Reserve Air Fleet. 

Do you care to make any statement on that particular aspect of 
the problem right now ? 

Mr. Swarr. On the Civil Reserve Air Fleet / 

Mr. Scrivner. Yes. 

Mr. Suarp. A good many of these points, if we are privileged to 
show our classified br iefing, will be brought out clearly then. 

Mr. Scrivner. Some of it should be and must be on the record. We 
can and should have the whole story. Uncle Sam has quite an invest- 
ment in quite a large number and variety " airplanes in the civil 
lines that we are talking about and using. I do not recall the fig- 
ures but it runs into some millions of dollars. That is the other side 
of the coin, so that the civil airlines are being helped to a great degree, 

Mr. Tuomas. Would the gentleman yield briefly ? 

Mr. Scrivner. Surely. 


RAPID AMORTIZATION OF CIVIL AIRCRAFT 


Mr. Tuomas. Every plane that they have has been amortized by 
the ODM. These planes they have on order will not be delivered until 
1960, and we are giv ing a tax ‘amortizs ition on that. 

Mr. Scrivner. If that is all true, the fares and freight rates they 
charge should also include all of the benefits that they get from Une le 
Sam, if you are going to charge them all on one program, and if you 
are going to compare rates, they ought to be charged in the other. To 
me, it just that simple. 


GOVERNMENT ASSISTANCE THROUGH CRAF 


In connection with that, I think there should be as much of a state- 
ment as you can properly put on the record, or perhaps make right 
now, about the Civil Reserve Air Fleet. What have we contributed ! 
What is involved and what is the whole story / 

Mr. Snarp. I would be glad to prepare a statement in that regard, 
or would you prefer to have it on the record now ¢ 

Mr. Scrivner. Whatever suits you best. 

Mr. Suarp. I can explain briefly what the Civil Reserve Air Fleet 
is. 

Perhaps as all of you know, it is a selected portion of the four- 
engine transport capable of flying overseas owned by commercial air- 
lines, scheduled and nonsc heduled. 

As I say, it is a select portion and it is not all of the aircraft owned 
by these airlines. The plan is that these aircraft will be called up 
on a predetermined plan at the time of the declaration of an emer- 
gency and that they will become operational within 48 hours of the 
time that they are called up. In order to make this possible and in 
order to make the aircraft available for transoceanic travel, the Air 
Force has installed certain equipment in the airplane that they would 
normally not have. The airlines in the United States frequently do 
not have the kind of navigational and communications equipment 
necessary for over-ocean flight. So we have installed in m: iny of them 
racks to take this equipment and some of them are actually carrying 
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the equipment in the airplanes. These are paid for by the Ai Force. 
If there are only racks installed, the equipment is kept by the airline 
in storage and on occasion inspected to see that it is in good working 
condition, and all of this is paid for by the Air Force. 

Thus, that can be installed at a moment’s notice if the aircraft are 
called up and used. In addition to that, certain spare parts are pre- 
positioned along the routes they expect these aircraft to fly over after 
they are « called and after the emergency starts. To this extent, to the 
extent of prepositioning of spare parts and to the extent of purchas- 
ing of special equipment for overseas, use for airlines, the Air Force 
and the taxpayer have expended considerable sums of money. By the 
end of fiscal year 1959 we expect to have spent $37.6 million on all 
facets of CRA F—to prepare these airlines for this use. 

Mr. Scrivner. The only justification for that is the fact that you 
expect them to be ready to assist Uncle Sam at the time of emergency 
for whatever sort of transportation is needed for whatever personnel 
or materiel is needed at the time ? 

Mr. Suarp. That is correct. 


JUSTIFICATION FOR MATS AND ORAF 


Mr. Scrivner. That is the reason that MATS is justified / 

Mr. Suarp. They are justified for the same reasons except that 
MATS is justified for its immediate availability. MATS’ primary 
function and the size of MATS is determined so that it can carry out 
the support of Strategic Air Command and other vital military air- 
lift needs immedi: itely upon the start of the emergency. This does 
not mean a matter of days but a matter of hours. These aircraft have 
to go to predetermined spots and pick up people and things and move 
them to other places for the deployment of the Strategic Air Com- 
mand. As I pointed out in my statement, this is a requirement which 
is placed upon the Military Air Transport Service by the Joint Chiefs 
of Staff. After they have deployed the Strategic Air Command, 
with what assistance they can get at that time from the CRAF planes 
which can be brought into service quickly enough—as you remember, 
I said they have to be brought in within 48 hours—the CRAF and 
the MATS after that start carrying out the broader war plan which 
is the support of the Army and Nav y and the other missions which 
have been established by the Joint Chiefs. 

The primary mission and the size of MATS is established by the 
operation which has to be carried out within the first 48 hours and a 
few days subsequent to that. There are many different missions, and 
specific plans are made for each. 

Mr. Scrivner. What I was really trying to get at was that there is a 
fimilar reason for supporting the Civil Reserve Air Fleet. 

In other words, it is a Defense operation / 

Mr. Suarp. Without question. 


MATS ACTIVITIES IN ABSENCE OF AN ALERT 


Mr. Scrivner. Without defense value you could not justify it. You 
have stressed particularly, and properly the place or the importance 
of the place that MATS will occupy at the outbreak of any emergency. 
The emergency is not here today and it may not be here for 10, 20, or 
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30 years. No one knows, but now that we are in this period of peace, 
although it may be an uneasy peace, where does MATS fit into the 
picture ? 

Do they just fly back and forth across this country and to other 
countries, willy-nilly, or do they have a particular mission to perform? 


MATS PARTICIPATION IN EXERCISES 


Do they at any time participate in, shall we call them, maneuvers? 
Do they participate in any of those? I guess that you call them 
exercises. 

Mr. Suarp. Yes, intensely and constantly. 

Mr. Scrivner. Do they participate in any exercises with the mili- 
tary to demonstrate what they have, what they are capable of doing, 
or where their shortcomings may be? 

Mr. Suarp. Yes, sir; they are used in periodic exercises for the de- 
ployment of SAC. All of MATS is not all used in each case, but there 
are certain portions of MATS that are used in exercises to see if they 
can carry out the requirements of the Strategic Air Command in this 
immediate responsiveness to an emergency. 

Mr. Scrivner. Is the rate of participation in an exercise such as that 
frequent or are there long intervals in between ? 

Mr. Swarr. They are very frequent; they occur each month for vari- 
ous kinds of exercises. MATS is always carrying out an exercise 
so that its people know how to handle cargoes, so that its n: vigational 
people know how to navigate and so that its maintenance people know 
how to maintain aircraft. It is constantly being exercised just as 
SAC is on simulated bombing missions and so on. 

Mr. Scrivner. Do you have anyone here in the top operation of 
MATS who would want to elaborate on that, or would you rather 
elaborate on this later in the record and then set out some specific ex- 
amples on what you have done and what the results have been? 

Mr. SHarp. Who will speak to that? 

General Brrcuarp. My name is General Birchard and I am the Dep- 
uty Chief of Staff, Operations, Headquarters, MATS. 

In our classified briefing, we point out to you exactly what we do 
in the operation of MATS in support of SAC and in support of our 
other war plans. 

Mr. Scrivner. As a matter of information and interest, when the 
record comes down, you might put in 1 or 2 examples of some of the 
exercises and some of the training that you undertake. 

General Bircnarp. Yes, sir. 

(Examples of MATS activities follow :) 


There has always been a continuing effort to improve upon the techniques 
of MATS’ operations in peacetime without adversely affecting the flexibility 
of immediate transposition to D-day war missions. With the advent of the 
single manager and industrial fund concepts, the MATS operations will have to be 
evaluated, tested and operating plans altered accordingly. This is particularly 
so, as other airlift responsibilities and transports of other commands are trans- 
ferred to MATS. 

(a) The peacetime job of M ATS§$ is training for the wartime job. In accom- 
plishing this objective MATS $ treats each requirement in support of rotation of 
combat forces in the same manner as would be expected of this command during 
an emergency. The only factor that is different is the tempo of the peacetime 
effort which is greatly reduced from what might be expected during wartime 
conditions because of safety factors such as crew rest, higher weather minimums, 
and lower allowable gross weights. 
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(b) In order to facilitate this capability, MATS has developed Standing 
Operating Procedure (SOP) No. 2. This SOP prescribes peacetime and wartime 
operation, communications, and logistics procedures to be utilized in the plan- 
ning and execution of MATS support for SAC and similar unit missions includ- 
ing the movement of nuclear materials and the ever-growing strategic-missile 
force. 

(c) In conjunction with MATS SOP No. 2, a system utilizing movement-con- 
trol teams, has been developed. These movement-control teams are composed of 
officers and airmen trained as specialists in the transport-support field. Placed 
strategically at onload stations within the Zone of Interior and overseas, they 
provide a nucleus of highly qualified supervisory personnel in event our emer- 
gency plans have to be implemented. Recent instances which have proved the 
merit of these controllers include Operation Safe Haven and the U. N. police- 
team movement to the Near East. 

(d@) Headquarters MATS monitors the progress of each SAC, TAC or similar 
exercise, evaluating the performance of the MATS participation therein. Each 
MATS unit furnishing movement control teams is visited frequently. These staff 
visits are conducted at such times as necessary to observe control teams func- 
tioning during actual exercises. MATS SOP No. 2 directs a senior controller's 
report be submited for each exercise which includes comments concerning each 
phase of the operation. 

(e) Each year conferences are held to evaluate the past year’s support accom- 
plishments. 

(f) In addition to these tests, MATS tests the ability of each unit to execute 
its portion of the plan supporting SAC. These tests are operated as part of the 
operational readiness inspection which each MATS unit undergoes at least every 
18 months. The results of these inspections are thoroughly evaluated. When 
discrepancies are noted corrective action is taken immediately. Followup pro- 
cedures are instituted to insure that the corrective action taken was timely and 
sufficient to overcome the discrepancies. 

(g) MATS continually monitors and tests its ability to execute wartime 
missions. 

(h) MATS has already operated a loading test with SAC and has other ex- 
ercises ready for testing war plans during 1958. 


MATS’ PRIMARY MISSION 


Mr. Scrivner. As I understand it then, MATS is committed to the 
movement of SAC during the first 2448 hours of any emergency ? 

Mr. Suarp. Yes, sir. 

Mr. Scrivner. So that in order to do that, they must have such as- 
signments so that they will not interfere with that commitment? 

Mr. Suarp. That is right. 

Mr. Scrivner. And be ready to turn to that commitment on a mo- 
ment’s notice ? 

Mr. Suarp. That is correct. 


EXERCISING MATS WITH LESS ACTUAL CARGO AND PASSENGERS 


Mr. Scrivner. What would be the result, for example, if you had to 
depend considerably more on the use—let us say during this period 
now that we are talking about, where an emergency has been de- 
clared—if you were placed in the position where you had to rely on 
civil airlines to do much of this transport of materiel and personnel ? 

Mr. Suarp. You are referring to peacetime ? 

Mr. Scrivner. Right now, as of today? 

Mr. Suarp. It would be possible, at great additional expense to the 
taxpayer, to exercise MATS with dummy cargoes and possibly dummy 
personnel, but that should not be as important. It would be possible 
to exercise MATS just as we exercise the Air Defense Command and 
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the SAC and Tactical Air Command by operating it without any so- 
called— 

Mr. Scrivner. Payload? 

Mr. Suare. Let us say payload, yes. 

Mr. Scrivner. Let us go a little further. Let us suppose that we 
had as much as half of the military personnel and cargo carried by 
civil airlines and then it would not be sound economy, of course, to 
keep that many MATS planes operating, except for an emergency, 
What would be the result ¢ - 

Mr. Suarp. We have to keep the planes operating. 

Mr. Scrivner. I know, but we are not going to be interested in 
spending the taxpayers’ dollars to bore holes in the air with dummy 
loads of sacks full of sand to represent men or boxes filled with bricks 
to represent cargo. We are not going to spend money that way. 

Mr. Suarp. It would seem to me that we would have to spend 
money that way if we are going to exercise—— 

Mr. Scrivner. You would have two alternatives; spend money that 
way or cut down the number of planes ? 

Mr. Swarr. We cannot cut down the number of planes. 

Mr. Scrivner. You can. 

Mr. Swarr. But were we to do that, we could not fully support the 
first 48 hours of the SAC movements. 

Mr. Scrivner. If you did cut down the number of MATS planes 
and not be guilty of willful and wanton waste, you would not have 
the MATS planes, crews, and everything else ready and available 
at the time the bell rings? 

Mr. Suarp. That isexactly correct ; yes, sir. 

Mr. Scrivner. Off the record. 

( Discussion off the record. ) 

Mr. THomas. Will my friend from Kansas yield ? 

Mr. Scrivner. Yes. 


OPERATIONAL RESPONSIBILITY OF MATS 


Mr. Tuomas. Will you develop for us on the record this figure of 
operational cost since the dollars are going up every year? 

He pins it to 48 hours service to SAC. Will you give us the num- 
bers in dollars? The question is why? 

Mr. Scrivner. That is a good question and it probably has been 
based on what we have been told as we predict what may transpire 
the next time a world emergency breaks out. The first 48 hours are 
probably the most important that we are going to face. 

Will you develop that for us, Mr. Secretary, and call on anyone else 
you have behind you to add to it ? 

Mr. Suarv. As you know, war plans are developed by the Joint 
Chiefs of Staff. The Joint Chiefs of Staff have decided that we need 
a certain size SAC to carry out a mission, and to carry out, and to win 
a war, if we get into a war. 

The Air Force has placed a requirement for cargo-type and person- 
nel-type airlift in order to deploy the SAC so that it m: Ly carry out 
its missions. This requirement, together with those of the Army and 
Navy, has been approved by the Joint Chiefs of Staff as the proper size 
of the requirement to deploy the SAC, and to carry out other vital 
emergency tasks. 
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Mr. Tuomas. That is what needs a little explanation. 

Mr. Scrivner. Some of it might later have to come off the record, 
of course. 

Mr. Suarp. If this might go off the record, I think the classified 
briefing will show in detail what these aircraft do in SAC. I think 
that would answer your question, Mr. Thomas. 

Mr. Tuomas. The whole argument is based on that. 

Mr. Scrivner. Inasmuch as Mr. Thomas asked that question, is 
somebody available now to give us that ? 

.Mr. Suarp. Yes, sir. 

Mr. Scrivner. Let us see the off-the-record presentation. 

Mr. Anprews. Off the record. 

(Discussion off the record. ) 


PRESENT OPERATIONS OF MATS 


Mr. Scrivner. From what we have been told in the off-the-record 
presentation of MATS operations, as I look at it there can be no 
denial of the need for a ready airlift capability of well-trained and 
well-disciplined crews under military control. 

One or two other questions. As I understand it, we keep MATS 
in being as it is so that it may be immediately ready for action not 
only on D-day but perhaps before D-day. At present we do not need 
the full maximum use of these planes, and for that reason presently 
we are operating most of the MATS planes at about 4 hours a day. 

Mr. Suarr. That is correct. 

Mr. Scrivner. Whereas, if an emergency should arise, the 4 hours 
a day will be increased and they will be used to full maximum utiliza- 
tion, just as full as the planes and crews themselves can stand ? 

Mr. Suarrv. That is correct. 


NEED OF SAC FOR AIRLIFT 


Mr. Scrivner. Inasmuch as we have been shown and we have been 
told that this readily available MATS airlift is primarily, during the 
first few hours, available for use by SAC to fulfill its early hours of 
requirement, if we did not have in being and ready to go on a moment’s 
notice the well-organized and equipped MATS service, what would be 
the alternative so far as SAC is concerned ? 

Mr. Suarr. I would say that SAC would have to have its own airlift 
service. 

Mr. Scrivner. So somewhere in the military setup you must have 
a readily available airlift, whether it is in MATS or whether it is in 
SAC? 

Mr. Suarp. That is right. 

Mr. Scrivner. It has been determined that the use of MATS is the 
more preferable. 

Mr. Suarp. For several reasons. It is more preferable because it 
can respond to SAC in that immediate and urgent period at the start 
of hostilities; and then it can also respond to the needs of the Army and 
the Navy immediately following. This would be difficult if it were 
under the command of SAC, for example. It would be a different or- 
ganizational setup and problem. It is much better to have it a general 
service organization rather than a specific one tied to SAC alone. 
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Mr. Scrivner. You have given a good picture, off the record, of 
what you do and what you are expected to do the first few hours and 
the first few days following an emergency. That is the present capa- 
bility. 

MATS ACTIVITIES IN 1950 


Now, let us go back and get a little background of history. What 
did we have in the way of MATS operations at the outbreak of the 
Korean war in 1950? 

Mr. Suarp. I was not around at that time, but we had about a 2- 
hour capability at the time in MATS. 

Colonel York. We were operating at a 2.5-hour utilization at that 
time, sir. 

Mr. Scrivner. What does that mean? 

Colonel Yorx. That is an average 2.5 hours of flying per aircraft per 
day of operation. We were manned to do 4 hours per aircraft per 
day at the time. 

Mr. Forp. How does that compare with the current situation ? 

Colonel York. We are doing 4.3 hours per aircraft per day at the 
present time. 

Mr. Forp. You have a potentiality of what? 

Colonel York. May we go off the record please, sir ? 

(Discussion held off the record.) 


ATRLIFT EXPERIENCE DURING KOREAN WAR 


Mr. Scrivner. Knowing that you did not have as much as 24 hours’ 
notice of the task that you would be called upon to undertake at the 
outbreak of the Korean war, I would assume that, as a result thereof, 
you must have had some rather strange and, perhaps, costly experi- 
ences from which you have now profited, and ‘undoubtedly that impels 
the Joint Chiefs of Staff to feel that what we now have is essential 
and necessary. Is there anybody here who lived through that early 
period of the Korean war who can tell us what they learned from it? 

General Brrcuarp. I was in it, sir. With the sort of personnel and 
equipment to accomplish the task which was assigned to us, we were 
slow in building up to the capability we should have had to start 
with. For this reason, we feel that MATS should be manned, 
equipped, and able to go suddenly from a 4-hour utilization figure to 
a much higher rate. 

Our program objective is some 6 hours per day. We feel we should 
be manned to that in order to provide us with ‘this capability of in- 
creasing instantly, because in order to accomplish our mission 

Mr. Garvock. There is a limit to how much your percentage of in- 
crease should be. If you start with a base of 2 hours, you do not get 
to a figure high enough to do the wartime task. 

Mr. Scrivner. I am sorry we do not have somebody here who was 
in the heat of the thing. My recollection of some of the things I have 
heard is that we learned some bitter and costly lessons from not hav- 
ing a MATS ready, able, and equipped to go at the time it was called 
upon. That is one of the reasons there has been an effort made to 
give us that capability now, even though it is not as great now as, 
perhaps, someone would like to have it. 
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Mr. Froop. That is right, but the commercial people, in the same 

eriod of time under the same circumstances, had exactly the same 
Kind of planes over exactly the same area. Their reaction time was 
twice as good, and their loads were twice as heavy, and their use was 
twice asmuch. This was under identical circumstances. 

Mr. Scrivner. I have no facts, one way or the other. 

Mr. Fioop. Ask them. 

Mr. Suarpr. I have certain facts, but I have not got them with me. 
Probably the reason the carriers could react to 8-hour operation is 
because they were manned for 8-hour operation and they were run- 
ning 8-hour operation at the time. 

(The following information was subsequently furnished for the 
record :) 


Several other factors were in the airlines’ favor. For example, during the 
Korean conflict commercial augmentation was employed only on the trunk- 
line route between the west coast and Tokyo. Operating over an established 
route system, with many facilities furnished by the Air Force, little difficulty 
was experienced by the private carriers in obtaining a very high utilization 
from the start. Except for higher load factors, the operation was little dif- 
ference from their normal operation. 

Moreover, the Air Force rendered extensive assistance to the carriers, pri- 
marily in the ground-handling area. Much of the servicing was accomplished 
with military personnel, Such as manifesting, loading and unloading, refuel- 
ing, ete. Under these conditions, the private carriers, certainly, could have been 
expected to maintain a high degree of efficiency. 

Considering only the trunkline segments between the west coast and Tokyo, 
commercial capability accounted for 70 percent of the westbound lift. This was 
accomplished with 60 aircraft, which amounted to 35 percent of the aircraft MATS 
had committed in the entire Pacific area. 

The MATS fleet remained deployed to all segments of its worldwide over- 
seas routes. This military policy was followed in order that MATS be available 
for emergency deployment of the Strategic Air Command, support of all De- 
partment of Defense overseas theaters, and for instant use should the Korean 
conflict spread to other areas. 

Only a portion of the MATS fleet could, therefore, be used to support the 
Korean action. Furthermore, operation between Japan and Korea, a combat 
zone with marginal support facilities, resulted in operational and logistics prob- 
lems not encountered by the civil operators over the transpacific route. The 
necessary prerequisits for an accelerated, efficient operation were missing al- 
together on this short but extremely critical route segment. 

These difficulties, together with the low utilization rate at the start, com- 
bined to hold MATS’ utilization at a modest level during this period. 


Mr. Fioop. That is my point. Why do you want two people doing 

it? 

COMMERCIAL AIRCRAFT UNABLE TO AIRLIFT AND SUPPORT 
SAC IN 48 HOURS 


Mr. Sarr. They cannot meet this 48-hour business. They are sup- 

posed to fill the rest of it. 

Mr. Fioop. They can, if you say so. 

Mr. Suarp. Not unless they stand by and do nothing else. They 

would not be commercial airlines, then. 

Mr. Fioop. That is an argument. 

Mr. Scrivner. An argument, and a good one. These civil reserve 
lanes are all over the world all the time. If they are overseas, they 
ave to come back to be available to do any good for this airlift. 

Mr. Fioop. I agree with all that. 

Mr. Scrivner. There would be a few here; yes. 
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Mr. Suarr. Most of the Civil Reserve Air Fleet does not have over- 
seas navigators on it. We have to furnish the navigators. The do- 
mestic airlines do not have navigators experienc ed in flying overseas, 

Mr. Froop. I do not want to develop that. This is Mr. “Scrivner’s 
time and not mine now. We have been through that before. I will get 
them for you in 24 hours. 

Mr. Suarr. We do not have 24 hours. 

Mr. Fioop. That is another argument. There are two sides to that. 

Mr. Scrivner. There are two sides to all of it. 

Mr. Frioop. The Civil Airlines Pilot Association has written letters 
to the Secretary of Defense. I have the letters here. 

Mr. Scrivner. I have been in on the civil airlines thing, too. 

Mr. Fioop. I have the documents. If you want them you can have 
them. 

Mr. Scrivner. I am not building up a case for or against them. 

Mr. Fioop. I am. 

Mr. Scrivner. In my book we need — both. 

Mr. Fioop. That is what I like to hea 

Mr. Scrivner. They do not both have the same mission at the s same 


time and perhaps should not have and probably could not have. 
Mr. Fioop. That is right. 


COMPARABLE COSTS OF MATS AND COMMERCIAL AIRLINES 


Mr. Turomas. Is it the contention of the gentleman from Pennsyl- 
vania that these civilian lines will do this same job at a reduced cost 
from MATS? 

Mr. Fioop. That is right. 

Mr. Tuomas. How much ? 

Mr. Froop. From 3314 to 40 percent—bodies, hardware, mileage, 
anything you want. Name it and they have it. Cost is the big argu- 
ment. It is cheaper. Otherwise why waste time talking to them? 

Mr. Suarp. Those are figures that I think would bear some looking 
into. If we are going to be able to throw an airlift group into opera- 


tion immediately, and I mean in the first hour and 2 hours and 3 
hours- 


Mr. Froop. I am for that. 

Mr. Sarre. It will be an expensive thing to do and it cannot be 
run in competition with commercial methods of running their air- 
lines. 

Mr. Froop. I am on your side. This is a question of degree. No- 
body wants to put MATS out of business, starting with me. 

Mr. Scrivner. I am glad to have that statement. I hadn’t under- 
stood you felt quite that way about it up to now. 





Question oF MATS or SAC’s Own Arruirr 


But at any rate, to boil down the whole thing, and it is not within 
the province of this committee to ran MATS, the Air Force, or the 
Defense installation at all. That is your job. We are concerned 
primarily, and properly so, with the money that it takes to make them 
go. It is our province and it is our duty to see we are getting the 
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best possible return on every dollar that we spend on our defense 
program. idle | 

The Joint Chiefs of Staff say we have to have a certain required 
airlift when the bell rings, and we cannot wait as much as 30 minutes 
to get it. That is it. 

Now the whole question comes down to this: Whether or not we are 
making maximum use of what we have and whether or not we are 
really making a good sound economical investment in MATS in its 
present operation, and whether or not it is worth the cost in dollars 
to have MATS immediately available for the job it must do for the 
Strategic Air Command, or whether it would be better to forget that 
end of it as far as MATS is concerned and whether it would be cheaper 
to have the Strategic Air Command provide and have immediately 
ready whenever necessary whatever airlift is demanded if the bell 
rang. 

To me it boils down to that simple proposition. 

Mr. Fioop. Under the present table of organization. 

Mr. Suarpe. Might I speak to that ? 

Mr. Scrivner. That is why I asked the question in the form of a 
statement. 

Mr. Suarp. It would seem quite obvious that if we allowed the 
Strategic Air Command to have all of its airlift requirements in its 
own organization this airlift would either be a great deal more ex- 
pensive than MATS or it would have to be used in a similar fashion 
to what MATS is being used. 

It obviously would have to be exercised just as MATS is being 
exercised and just the way the SAC bombers are being exercised. 

While this is being done if it were not used to carry cargo and 
people that the Defense Department has to carry throughout the 
world, it would be a terribly expensive thing because then we would 
have to contract or have another fleet to carry those people. We would 
have to contract commercially to carry them or have another fleet to 
dothat with. 

Mr. Scrivner. When you get back down to the office have somebody 
set up, if you can, a comparative statement. 

In other words, we know what MATS is costing. As I look at it, 
if SAC were going to do it they would have either the choice of doing 
what you are doing, actually carrying payload—— 

Mr. Suarpe. That is right. 

Mr. Scrivner. Or participating in the Strategic Air Command ex- 
ercises with dummy loads; or they would have to have those very 
planes sitting on the runway, just sitting and waiting and waiting 
and waiting whether or not they are ever used. I can see no other 
alternatives. 

Mr. Suarp. That is right. Even the third alternative of having the 
airplanes sitting on the runway waiting and waiting would not answer 
the problem. It is a problem of a worldwide system of operation, 
bases, routes, experience on the part of the pilots and maintenance 
crews, and so on. You need people with experience in this entire 
field. You have to have the total system and not just airplanes. 

Mr. Scrivner. I understood that. If you have any other further 
comment on these matters feel free to make any addition at any time. 
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COMPLIANCE WITH STATEMENTS IN CONGRESSIONAL REPORTS 


Finally, while we have not gone into it in complete detail, and many 
of the answers will be given in the remainder of your presentation, 
as I have analyzed it I had not been able to see where there was 
justification for some of the comments and charges made earlier in the 
day. It may be lese majesty for me to even intimate that anyone in 
Congress or even on this committee ever made a mistake in judgment, 
but I am quite sure that being human we cannot always be correct. 

Mr. Fioop. Congress made the mistake in judgment in this case that 
MATS would comply. 

Mr. Scrivner. Congress in whole or in part or through individuals. 

Mr. Froop. I want MATS to say to us that we are wrong and they 
are right. 

Mr. Scrivner. They have just about told us that. 

Mr. Fioop. That is the point. Up until today they didn’t do it. I 
want to know. 

Mr. Scrivner. My observation has been that generally speaking the 
recommendations we make are carried out, perhaps not always in detail 
and sometimes there has been a division. It has taken some time to get 
it done but huge bodies move slowly. 

While we would like to see things done, as the old engineer said, 
“The difficult we do immediately but miracles take overnight.” 

Mr. Fxioop. I want them to go half of where they are and they are 
home free. They can say “yes” and there is no problem. 

Mr. Tuomas. Let me see if I can get the two gentlemen together here. 

Mr. Scrivner. We are not too far apart. 

Mr. Tuomas. This proposition is not new. 

(Discussion held off the record.) 

Mr. Anprew. Every ton of cargo you carry saves the taxpayers that 
much money. 

Mr. SuHarp. That is our contention. 

Mr. Anprew. Assuming you need MATS to start with. 

Mr. Fxioop. That is a novel thing—‘If we had some ham we would 
have some ham and eggs if we had some eggs.” 

Mr. Anprew. Don’t you agree every time they take cargo they save 
that money ? 

Mr. Foon. I certainly do not. You mean to tell me that because 
the plane is there and you have to have gas in it and the crew to run it 
up to 100 percent, yes. I am not talking about that. 

I agree up to 50 percent. All I want them to do isto gothere. Con- 
gress wanted them to go to 20; they have gone to 6. They won’t go any 
place more than that. 

Mr. SHarp. No, sir. 

Mr. Scrivner. Congress did not say that. The Senate did. 

Our congressional conferees 





Mr. Fioop. The Senate plus Flood says that. Let the report speak 
for itself. I will take it that way. 

Mr. Scrivner. There are several hundred others who didn’t say that. 

Mr. Foon. All they have to do is to move to the 50 percent. I am 
not talking about total 100 percent. 
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INTERPRETATION OF “AS NEARLY AS POSSIBLE” 


Mr. Anprews. Mr. Secretary, did you have a statement ? 

Mr. Swarr. Yes, sir. I would like to address myself to this question. 
I think there is some misunderstanding of our motives. 

It is true that the Senate came out with a statement which said that 
as nearly as possible 40 percent of passenger requirements and 20 per- 
cent of the cargo requirements should be reprogramed, that is the 
funds, “Operation and maintenance,” should be reprogramed so this 
could go to commercial airlines. 

In my opinion there is undoubtedly a good reason for putting the 
words “as nearly as possible” in this statement. If they were not good 
these words would eave been left out and there would have been a 
direct instruction. 

I am sure that by “as nearly as possible” the interpretation can only 
mean as nearly as possible without degrading the defenses of the 
United States and in the best interest of the taxpayers of the United 
States. 

Tam sure those two things were meant. 

If they were not meant I can see no reason for putting “as nearly 
as possible” in there because it is possible we can reprogram “Opera- 
tion and Maintenance” funds. We have enough of them. If we want 
to take them away from the maintenance of Str ategic Air Command 
airplanes or maintenance of necessary advance bases or other main- 
tenance, or the fuel which flies the Strategic Air Command, we can 
do it. It is possible to reprogram this money to do exactly what it 
says. 

However, it seems to me the only reasonable interpretation of those 
words is as I suggested a moment ago. In that light if we find that 
we are not using our cargo capacity ‘to its fullest—the car go capacity 
which has been paid for by the taxpayers, for which we have the 
pilots paid, for which we have the routes set up—then all we need to 
do to use it to full capacity to get productive tonnage out of it, which 
the Defense Department has to move, is to furnish fuel and some 
extra spare parts, 

It would seem to me that what we have done would come well within 
any reasonable interpretation of those words. I think we have done 
all we possibly can within the connotation that we have not degraded 
our defense efforts, and that we have taken into consideration doing 
this at the least possible cost to the taxpayer. 

Mr. Fioop. Did you read Mr. Hayden’s and Mr. Chavez’s request 
tothe Secretary of Defense on that point ? 

Mr. Suarp. Yes. 

Mr. Froop. Is this still your conclusion ? 

Mr. Suarp. Yes. 

Mr. Fioop. Have you talked to either of the Senators ? 

Mr. Suarp. No, sir. 

Mr. Frioop. Don’t you think under all the circumstances, since you 
are deciding what they think, you should have told them on the 
phone? W ould that be bad manners? 

Mr. Suarp. This problem was not brought up until comparatively 
recently. The interpretation was made at the time we made the alloca- 
tion many months ago. 

Mr. Froon. This is a year ago, 
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Mr. Suarr. This statement was made a year ago. 
Mr. Fioop. Of course. 
Mr. Suarp. The letters to Mr. Douglas were not written that long 


Mr. Fioop. I wrote them. That is why they were not. I waited 
9 months to see what you would do and you did exactly what I 
thought you would do. The Senator wrote you a letter. 

Mr. Suarp. I still submit that I do not believe it was the wish of 
Congress that we either degrade the defense effort or that we « do things 
that would be unnec essarily expensive for the taxpayers, even if ‘it 
amounted to giving some less business to commerci: - or ganiz itions. 

Mr. Fioop. I think you are thinking well because this i is what the 
Committee of Conference said: 


The committee of conference emphasizes the importance of the Senate com- 
mittee report on use of commercial carriers and calls on the Department of 
Defense to carry out the full intent. 

That is from the conference report. That is not the Senate. We 
reemphasized it and you never—— 

Mr. Suarp. The full intent in my opinion is just as T have expressed 
it. You would not want to add extra unnecessary costs to the tax- 
payers’ bill and you would not want to degrade the defense. 

Mr. Fioop. We have all the evidence. We had all the testimony. 
We had 426 pages of testimony. We had the admirals, generals, Sec- 
retaries as witnesses. We had disinterested witnesses. We had 3 full 
days at one time and several hundred pages of testimony. 

As a result of all that effort and all that analysis, the joint confer- 
ence committee of the House and Senate said thus and so. 

Yet despite that you presume to say, “Gentlemen of Congress you 
are wrong.” 

Mr. WiceteswortH. Mr. Chairman, I think the questions by Mr. 
Flood and Mr. Scrivner have pretty well covered the picture from 
my point of view. I have only one or two questions. 

‘You have shown us off the record certain charts comparing airlift 
requirements with capabilities day by day in the event of the out- 
break of war. 

ADEQUACY OF MATS 


Do I understand from your statement on page 17, Mr. Secretary, 
that the present size of MATS in the light of the augmentation con- 
templated from CRAF is regarded by ‘the Joint Chiefs of Staff as 
adequate to meet the contemplated requirements ? 

Mr. Suarp. Yes, sir; it is so regarded by the Joint Chiefs of Staff. 

Of course, in this area I am “not competent to comment on the 
strategic factors involved. 

Mr. WicereswortH. But that is the opinion of the Joint Chiefs of 
Staff? 

Mr. Suarp. Yes, sir; and they are restudying the matter now, as 
they are constantly restudying it. They may come up with a differ- 
ent statement later. 
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COMPARATIVE AIRLIFT OF CARGO AND PASSENGERS 


Mr. WiacLeswortH. You have told us on page 11 that in fiscal 
1958 commercial aircraft was used to move 36.8 percent of passenger 
and 6.3 percent of cargo requirements. 

Is _ an increase or a decrease as compared with the previous 
year ¢ 

Mr. Suarp. It isa decrease on cargo. 

Mr. WiceLteswortH. How much? 

Mr. Suarpe. Somewhere around 10 percent. 

I do not think we prepared a comparable figure for an earlier period. 

Mr. WiceteswortH. Please furnish that for the record. 

Mr. Suarp. Yes,sir. 

Mr. WicGLesworru. How about passengers ? 

Mr. Suarp. I cannot answer whether the passengers was an increase 
or not. ‘ 

The total expenditure in 1958 was greater than in 1957, but the 
breakdown I do not have. 

Mr. Wieeteswortn. Furnish that for the record, please. 

Mr. Suarp. Yes, gir. 

(The information requested follows :) 

Twenty-one and six-tenths percent of MATS passengers were moved by com- 
mercial airlift in fiscal year 1957; 37.9 percent of MATS passengers are expected 
to be moved by commercial airlift during fiscal year 1958. 

Fourteen percent of MATS cargo was moved by commercial airlift during 
fiscal year 1957; 9.3 percent of MATS cargo is expected to be moved by com- 
mercial airlift during fiscal year 1958. 


ANTICLPATED INCREASE IN EXPENDITURES FOR COMMERCIAL 
AUGMENTATION 


Mr. WiccLeswortu. On page 15 of your statement you say it seems 
to you that military transport operations, far from being competitive, 
promise to contribute even more substantially to the further growth 
of the general air transportation industry. 

Mr. Suarp. That is right. 

Mr. Wicctesworrn, Does that mean you contemplate in the future 
that the percentages referred to will be increased or do you feel that 
those percentages represent the maximum without failure to utilize 
the existing M x r'S setup? 

Mr. Suarr. I do not know whether or not the percentages will in- 
crease because this has something to do with the total capability and 
the various kinds of cargo and passenger transportation in MATS. 

I do feel confident that there will be a dollar increase in the amounts 
spent on what we call commercial augmentation. 

In the year 1957 I think we spent about $50 million, perhaps $49 
million, in commercial augmentation. 

This year it is estimated we will spend in the neighborhood of $70 
million. We believe from the facts we have before us now that in 
fiscal 1959 we will spend approximately $84 million on commercial 
augmentation. 

This is one of the reasons I say that we are assisting the airlines 
rather than being in competition with them. Another reason is that 
our overall reliance on airlift as an ordinary means of transportation 
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has increased steadily, and probably will continue to do so in the 
future. 
INCREASE IN ARMY USE OF AIRLIFT 


Mr. Wiceteswortu. Looking at table I, estimated cost of commer- 
cial air transportation procured by the military, fiscal years 1951 
through 1957, there is some increase with respect to each of the three 
services. The major increase, however, seems to be with respect to the 
Army, from about $20 million back in 1951 to $86 million in 1956 up to 
$115 million in 1957. 

What is the explanation of that increase? 

General Brownrne. I cannot answer this question. I am not famil- 
iar with these figures or the source of them. 

Mr. Wiccteswortn. Is there anybody here who is? 

General Frrepman. Speaking for the Air Force on our airlift re- 
quirements, we have gone largely to fast airlift to cut down on our 
supply procurements. We are moving back the overseas depots and 
therefore generating larger requirements for airlift. 

We are doing the same thing in the military personnel area. We 
are doing more lift by air rather than by surface transportation. 

The combination of these increases in our airlift requirements in 
comparison to MATS capability has thrown an additional load into 
the commercial air transportation area 

This would be a general reasoning without getting into the specifics, 
Mr. Wigglesworth. 

If you look at note No. 3, the Army column represents the total 
transportation-request traffic within the United States for both the 
Army and the Air Force. This covers our TDY and permanent 
change of station travel for the full year. 

The Army pays for both the Army and the Air Force. This merely 
represents a growing use of commercial air transportation by all of 
us to conserve our man-days, to conserve our limited resources. 

Mr. Wiceieswortu. The Army figure is five and a half times what 
it was in 1951 and it reflects an increase of $27 million as compared 
with 1956. That is what struck me in looking at the table. 

I wondered why the Army requirement had increased so much. 

General FrrepMan. It is only fair to point out that the Army is in 
that column as paying for, and it includes commercial air transporta- 
tion by the Army Finance Center at Indianapolis for both the Army 
and the Air Force, so the increase is not attributable entirely to the 
Army’s requirements. It is a combined requirement of the two serv- 
ices. 

Mr. WieeLeswortuH. When you revise your remarks I wish some- 
body would put in the record some explanation of the increase overall 
reflected in the table. 

(The following information was subsequently submitted for the 
record.) 

The increases referred to result from overall growth in the general reliance 
placed upon airlift as normal means of movement. The Air Force, for example 
has established a general policy that Air Force personnel will move by air be 
tween the United States and overseas points when airlift is available. In addi 
tion, dependents move by air over these routes unless they elect otherwise. In 
the field of cargo, all high value items, such as aircraft parts, engines, vehicle 


parts, and communications/electronics materiel are airiizted to overseas points. 
Moreover, the reduction of Air Force overseas depots has resulted from applica- 
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tion of the “source to user airlift” idea, will curresponding reduction of mat- 
eriel inventories and decreased vulnerability vf overseas stockpiles. 

On the chart titled “Estimated cost of air transportation procured by military 
departments,” the following dollar figures were shown for the Department of 
the Army. 


Fiscal year: Army, total | Fiscal year—Continued Army, total 
1951_..-..--.--....-. $20, 012, 029 he $71, 201, 022 
1952_--.------------. 36, 795, 418 iki ie oi 86, 082, 483 
1953_---------------- 56, 020, 856 i oitehacecateettetasiisint 113, 000, 000 
I idiig-ancn distal 50, 513, 349 


1Data shown for Army represents the estimated dollar amounts paid each year for 
commercial air transportation on bills of lading and transportation requests by the Army 
Finance Center, Indianapolis, for both Army and Air Force. 


The above data was provided to the Office Assistant Secretary of Defense 
(Comptroller) by MTMA. This data was extracted from special schedule of 
disbursement (TC 89) prepared by the Finance Center, Indianapolis. The Fi- 
nance Center has not been asked to break down their disbursement by mode of 
transportation into Army traffic and Air Force traffic for this report therefore, 
disbursement by mode is for Army and Air Force combined. (See footnote 
above.) 


REDUCTION IN AIR FORCE REQUIREMENTS FOR AIRLIFT 


Mr. Fioop. I think you would like to know that the Air Force has 
reduced, however, by about $10 billion so the Aircraft Industries As- 
sociation reports, the inventories of items to be airlifted. It seems a 
peculiar thing to do. ; 

Mr. WicGLeswortH. $10 billion ? 

Mr. Fioop. $10 billion in 4 years. The Air Force has reduced the 
nature, type, and kind of their inventory of easily available airlift 
material. 

That is the report of the industry. 

Mr. Gartock. I do not understand your statement. You mean 
we have taken off the list of things we airlifted ? 

Mr. Froop. ‘lhat is right. 

Mr. Garitock. We are continually adding to the list of things to 
be airlifted. 

Mr. Fioop. Except some things you are taking off and other things 
you are putting on. 

You were putting on some things debatable in size. The aircraft as- 
sociates indicate you are reducing inventory periodically of items 
that could be airlifted easily. 

I mention that because this is the aircraft people and not the 
commercial people. 

Mr. Suarr. Perhaps what they refer to is the fact that we are 
able to reduce our total inventory in the Air Force by an enormous 
amount. I have never heard the exact amount of $10 billion. 

Mr. Fioop. That is their figure. 


MOVEMENT OF HIGH VALUE ITEMS BY AIRLIFT 


Mr. Swarr. Our inventories—particularly of high cost items—have 
been reduced by an enormous amount because we are using aircraft to 
move these rather than a slower means. Our pipeline probably is 
that much smaller in that period of time because we are using airlift 
rather than not. 
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They are using an argument there for people going more and more 
into airlift. 

Mr. Scrivner. That was the argument for the high value airlift, 
plus the fact that this committee has criticized all the departments 
many times for airlifting some things we did not think had enough 
value to be airlifted and they should use cheaper means of trans- 
portation. 

Mr. Fioop. That is true. 


SIZE OF AIRLIFT CAPABILITY 


Mr. Wiceieswortn. I understand there is no material change con- 
templated in the sizeof MATS. Is that right ? 

Mr. Suarr. Not in its total capability. As you noticed, we were 
reducing the number of aircraft by reducing the C-54’s. We were 
adding in C-133’s which have much larger « capacity. Total number 
of aircraft is going down slightly but total capacity stays about the 
Same. 

COST OF COMMERCIAL AIRLIFT 


Mr. Wiccitesworru. Do I understand from Table No. 1 that the 
cost to Uncle Sam for 1957 is $219,426,730 ? 

Mr. Suarp. For all commercial airlift purchased by all elements of 
DOD: Yes, sir. 

Mr. WiccLeswortu. You contemplate that the figure will be greater 
or less in 1959? 

Mr. Suarp. I think the figure you are referring to is the figure we 
have for 1959, sir. 

Mr. Wice.esworru. It is for 1957 in table No. 1 

General Frrepman. If I may clarify that, hai $219 million figure 
there is the estimated cost of the total commercial air transportation 
procured by the three Departments. 

Mr. Wiceteswortu. Which Uncle Sam has paid? 

General FrrepMan. That is correct, sir. 

The cost of MATS operation for fiscal year 1959 is as you state, $229 
million. The two figures are easily mistaken. 

Mr. WiceieswortH. How does that compare with the cost of MATS 
operations estimated for 1958 ? 

General Frrepman. Well, sir, it is rather difficult to make a direct 
comparison. The $229 million are expenses to be sustained by the 
industrial fund on the basis of the requirements laid on the fund by 
the three services. 

I believe I can give you a comparable figure if 1 might use as an 
example the direct funding of the Air Transport Service. A com- 
parable figure would be about $377 million in fise: al year 1959 with a 
comparable igure of about $368 million in fiscal year 1958. So it is 
about the same in both years. 

The increased costs are generally associated with higher costs, more 
expensive airplanes and materials which go into m: aking i it an operable 
organization. 

Mr. Wiceteswortn. That is all Mr. Chairman. 
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COST OF AIRLIFT [IF COMMERCIAL AUGMENTATION A'l'LAINED 40 TO 20 
PASSENGER-TO-CARGO RATIO 


Mr. Forp. Mr. Secretary, am I correct in understanding if MATS 
went from 56.8 to 40 percent in the passenger area, and 6.3 to 20 per- 
cent in the cargo area, that in the fiscal year 1958 the additional cost 
to the military appropr iation bill would be $30 million ? 

Mr. Suarp. In fiscal year 1959 it will e $30 million for the cargo 
alone. Do we have any figures on what would happen if we went from 
36.8 to 40 percent on passengers ? 

General FriepMan. I could not give that to you right now. 

Mr. Scrivner. Mr. Secretary, I feel that there is some misunder- 
standing because my recollection of the language in the conference re- 
port is that it did not limit this 40 and 20 percent just to MATS;; that 
it included all Government-owned transportation, which wooalt be 
MSTS and everything else. So, it is not up to MATS alone to meet 
this 40 and 20 percent. Maybe Iam wrong. Maybe I cannot under- 
stand English. 

Mr. Fioop. We are only talking about international, not domestic. 

Mr. Scrivner. I know. 

Mr. Fioop. Their figures are based on domestic. 

Mr. Scrivner. Here is what the Senate report said : 

It is the wish of the committee, therefore, that within the 1958 appropriations 
for operations and maintenance and for military personnel the Defense Depart- 
ment reprogram expenditures for operating MATS and other Government-owned 
transport activities sufficiently to permit the funds so reprogramed to be ap- 
plied toward procuring the services of United States civil air carriers to meet 
as nearly possible 40 percent of the passenger requirements and 20 percent of 
the cargo requirements of the Military Air Transport Service. 

So it is not just MATS. This is a several-pronged affair; not just 
MATS. 

Mr. Fioop. The only thing we are talking about here is the inter- 
national part. 

Mr. Scrivner. MSTS is international. 

Mr. Fioop. That is surface—Navy. 

Mr. Scrivner. The report said and “other Government-owned trans- 
port facilities,” so it is not just MATS. 

Mr. Forp. Will you, Mr. Secretary, have put into the record a table 
showing the dollars that would be involved i in additional funds needed 
in the fiscal year 1958 to go up to the limits which have been set forth 
here in the report, and what you are at the present time ? 

Mr. Suarp. Do you refer to 1958 or 1959? 

Mr. Forp. Both years. 

Mr. Suarp. Wecan do that. 

Mr. Forp. Make it clear and unequivocal how you justify such addi- 
tional funds if the requirements set forth in the Senate report are 
carried out. 

Mr. Suarp. Yes. 

(The following statement was submitted for the record.) 

During fiscal year 1958 it is estimated that approximately $54.7 million will be 
spent for the movement of passengers and $15.1 million for the movement of 
cargo of the Army, Navy, and Air Force by commercial carriers. An additional 
$3 million for passengers and an additional $17.4 million for cargo would be 


required to meet 40 percent passenger and 20 percent cargo movement by com- 
mercial airlift. 
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Based on JCS data as reported by the three services, it is estimated that dur- 
ing fiscal year 1959 $58.4 million would be required to meet 40 percent passenger 
airlift by commercial carriers. If 20 percent of cargo is to be carried com- 
mercially, $30.1 million will be required. 


Mr. Fioop. General Yount testified before Congressman Holifield’s 
committee that you had a request from the Army for 40,000 people and 
6,200 tons of cargo and you refused them. That could be confirmed 
by the Army Transportation man here. Is that so? 

General Yount testified to that before Mr. Holifield’s subcommittee 
last week, or 2 weeks ago—that you rejected 40,000 bodies and 6,500 
tons of cargo at the time when the commercial people are screaming 
for business. 

Mr. Suarp. I am not familiar with that incident. I did not happen 
to be at that hearing. I could well imagine we had no capability and 
no funds to buy the additional airlift commercially at that time. We 
probably exhausted our funds. 

Mr. Gartock. We can assure you we have. 

Mr. Fioop. That is not a condition. 

(The following was subsequently submitted for the record. ) 

Included in General Yount’s prepared statement presented to the Holifield 
Subcommittee on Military Operations was the following : 

“During any given fiscal year, current month-to-month overseas transportation 
requirements are determined 45 to 60 days prior to the operating month for ocean- 
lift and 60 to 90 days prior to the operating month for airlift. These current 
requirements with the exception of those pertaining to cargo movements by ocean 
surface are transmitted to the joint Military Transportation Committee which 
evaluates the Department of the Army requirements along with those of the 
other military departments in relation to the stated Military Sea Transportation 
Service troop and cabin-class passenger and the Military Air Transport Service 
eargo and troop-lift capabilities. Each military department is allocated a share 
of the available lift eapability. Department of the Army requirements in excess 
of the Joint Military Transportation Committee airspace allocations are met by 
the Military Sea Transportation Service in the case of deficits in Military Air 
Transport Service troop and cargo airlift, and by commercial air in the case 
of the Military Sea Transportation Service cabin-class passenger deficits. In 
the latter case the Military Air Transport Service is requested by the Department 
of the Army to procure commercial air space on a reimbursable basis.” 

Mr. Forv. The main thing that I want in the record is something to 
show how much more it would cost the Government in this area if you 
went up to the levels that were requested in the Senate report compared 
to what you are doing at the present time for the fiscal years 1958 
and 1959. 


Mr. SuHarp. We will do that. 


MATS ESSENTIAL ROLE IN MAINTAINING MILITARY SECURITY 


Mr. Forp. I would like to point out that I think, Mr. Secretary, 
you may have failed to use a sentence, or a part of a sentence, in the 
Senate committee report for the fiscal year 1958 in defense of the 
position that the Department of the Air Force has taken, and I quote: 

And that Government operations of its own air transport facilities should be 
limited to that essential to military security. 

Well, it appears to me that everything that has been testified to here 
today does relate to essential military security. 

Mr. Suarp. Absolutely; yes. There is no question about that. 

Mr. Forp. Is that correct ? 

Mr. Suarp. That is right. 
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Mr. Forp. That is the objective of it? 

Mr. Suarp. That is the objective of having MATS; 

Mr. Forp. I would like to say this: Last year this subcommittee 
after listening to a presentation comparable, but not as well presented 
as this one this year, took no such action along the lines of the Senate 
committee report. It seems to me, based upon the good presentations 
here today, that this committee will probably not take such action in 
the fiscal year 1959. I think that the presentation has been very well 
done today. 


OBPECTIVES OF IMPROVING AIRLIFT AND SEALIFT CAPABILITIES 


Now, just one further question: General Wheeler, on page 6 of your 
statement there is a listing of objectives. Am I correct in assuming 
that these objectives are in an order of priority ? 

General Wureter. Not necessarily; no. We would put the first ob- 
jective as being the highest priority objective, but the others contribut- 
ing to that. You will notice, down in the last, we have a matter of 
modernization of the seagoing fleet which we think should be in a 
high priority. 

Mr. Forp. The first one is your top priority, however ? 

General Wuerter. Yes. 

Mr. Forp. After that, they may all well be of the same priority ? 

General Wuerrier. The same degree of urgency, you might say, and 
you might well undertake three or more of these at the same time. 

Mr. Forp. That is all. 

Mr. Anprews. Mr. Miller. 


USE OF MATS IN TRAINING ACTIVITIES OF OTHER SERVICES 


Mr. Mitier. Mr. Secretary, roughly, what percentage of your 
MATS’ activities are based on training requirements of the other 
services, or the other branches of the Air Force? In other words, 
you not only have to keep your shop in running order to meet the 
primary mission, which is to supply facilities right at the minute of 
D-day, but you also assist the other forces in training activities and 
things of that kind; is that not true? 

Mr. Swarp. Yes. 

Mr. Mitier. What percentage of your activities would you say 
are in that category? Anything that you do helps to train your own 
establishment, but how much of your activity, roughly, goes toward 
supplying facilities for the training of the Army, “the Marines, and 
the strategic and tactical Air. 

Mr. Suarp. I am afraid that I could not give you a percentage. 
I know, of course, that our heavy troop carriers, which are now in 
MATS, are budgeted for by the Air Force for the Army training 
and maneuvers in airborne and troop-carrier functions. 

General Brrcnarp. Simulated combat missions conducted by MATS 
are in the form of tests of war plans or portions thereof. During the 
past 12 months these consisted of : 

A test of MATS, an OPS plan. 

A test with SAC in March 1957, in which a SAC bomb wing was 
deployed. 

This test was executed on a no-notice basis to MATS operating 
units for the purpose of testing reaction time of transport units. 
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Loading procedure tests were conducted on a MATS plan with the 
Army unit involved in this plan. 

Operational readiness tests were conducted in the divisions to de- 
termine ability to execute current plans. 

In January 1958, loading tests were conducted with SAC to de- 
termine maximum passenger loads fora MATS plan for SAC support. 

During March 1958, this same plan was tested in a command post 
exercise named “Snowball.” Additionally, the SAC unit rotational 
program conducted on a monthly basis requires airlift support in 
similarity to the SAC deployment plan. 

A test was conducted of the deployment of a composite air-strike 
force of the Tactical Air Command to the Pacific area. This exercise 
was known as Mobile Zebra. 

These are examples of the exercises we went through in the last 12 
months to keep our fleet exercised up to a state of readiness desired. 

Mr. Miter. The fact remains, a rather important mission that you 
perform, in addition to training your own personnel, is to make pos- 
sible important training of other branches of the Military Establish- 
ment. 

From an economic standpoint, that is without direct value, just as 
ammunition shot off on the rifle range? You do not expect that to be 
an economical and profitable operation any more than your own train- 
ing program. It does not enter into the economic picture at all, ex- 
cept as an expense. From one point of view, having this equipment 
and having to do the training, anything that you haul for the Army, 
the Navy, the Air Force, or the Marines, within the capabilities you 
must maintain for national defense, is almost free. From one point of 
view, it is something that would have to be paid for elsewhere. but, 
because you are flying a training mission, you can carry it right along. 

Mr. Suare. That is correct. 

Mr. Minter. And that is why I get confused when we begin to put 
it down on a tonnage basis. 


POSSIBILITY OF MATS FLYING EMPTY IF OTHER SERVICES CANNOT 
AFFORD USING IT 


I was rather surprised in some of our hearings to get the indication 
that now the other services are making reimbursement payments for 
their requirements: that the Army, for instance, does not feel that it 

can haul materiel by air that it would like to have hauled by air be- 
cause it cannot afford to pay your price for it. And that brings me 
back to the question—are we, because of bookkeeping. going to have 
some of these MATS planes flying around the world and not have 
them loaded up because the Army or the Navy cannot afford to pay 
for the haul by air, and have them empty, or are you going to fill them 
up? 

Mr. Suarr. That would be a very unfortunate situation if that 
came to nass. 

Mr. Miter. I asked the Army people just the other day what they 
were going to do and they said, “Well, we have a limitation on what 
our budgetary allowances may be for air freight, and this is what we 
are putting in.” T said, “Is that what you need 2” They said, “No.” 
I said, “Well, what are you going to do with the rest of the stuff?” 
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They said, “We do not know. We may have to send it by slower 
means.’ 

Mr. Fioop. You asked them that last year, Mr. Miller? 

Mr. Miiter. Yes. It seems to me that the perfectly obvious and 
commonsense way for this program to wor k is for you to use what 
equipment you need for your training requirements and then use all 
the other available for the taxpayers. But whatever you say the cost 
per ton is seems to me to be a hypothetical guess and does not make 
much sense. 

Mr. Suarp. That is true, because the cost per ton, as long as you 
have the crews and equipment, is only the gasoline that you use : and 
the few spare parts, and it is much lower, I am sure, than a figure 
you might be referring to as our price. 


COMPUTATION OF COST PER TON-MILE 


Mr. Mitier. You say that you hit on the figure of 4 hours opera- 
tional time which is, I gather from the testimony here, considered 
a little short of what you would like to have or be able to expand with- 
out any chance to build up to the wartime rate. Of course, your oper- 
ation could be conducted so as to try to make it economical by carrying 
a maximum amount of payload, and, of course, you would wear your 
equipment out that much quicker. You might not have your crews 
as well trained. They might be too tired for an emergency or what- 
not ? 

Well, is not any cost figure that you make more or less an unfirm 
figure because, as a matter of fact, if you carried only 1 ton on one of 
these training missions and it cost you $200 million to run MATS, 
you could say that the cost of that 1 ton was $200 million. I do not 
see how it is possible to run an operation like this on a commercial 
calculation. 

I wonder where you get your figures when you tell the Army it will 
cost them so much toe arry so many tons? 

Mr. Gartock. The basic approach we have to take on the industrial 
fund operation is that the total amount of the business will be billed 
at such a rate that it will recoup the total expenses. We will have 
individual runs where exactly what you are talking about will hap- 
pen. We have one run known as the Embassy run. It is the United 
States Government policy to maintain that service. If the passengers 
and cargo were to be billed at the full cost of that run you could not 
possibly justify it. But the rates are set, not for each individual 
route to be on a break-even basis. but for the whole system being on 
a break-even basis. As you say, there is also this other possibility of 

calculating it on the basis of all you should charge is the extra identi- 
fiab'e charge. That approach has been rejected. 

Mr. Mitirr. It seems to me your bookkeeping adds expense and a 
great deal of trouble, and when you get through you have a figure th: at 
has not any real value. Personally, if I h: ad the doing of this show, 
I would like to see what your budget cost to maintain the training 
and the national defense requirement, just as you might calculate what 
it cost to maintain a submarine in commission, and then deduct from 
that the best figures we have based on commercial freight rates for 
What you actually carry, and then we would know what your operation 
is costing the taxpayers. It seems to me we have gone at it the wrong 
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way around with figures that are hypothetical in about six different 
phases. One expert will come up with one figure and then we can 
say, “Have you charged in the general’s pay for running the squad- 
ron,” and you just have nothing. It seems to me that we spend a lot 
of money getting nothing just in the bookkeeping of it. 

Now, to me it would be utterly impossible to say whether you could 
haul a ton of something somewhere cheaper in your outfit, or if you 
contracted for it commercially, for the simple reason you do not know 
what you are charging in as overhead. You may have to make the 
run anyway, and in that case if you put a payload on the plane you 
would carry it for almost nothing from one point of view. 

Mr. Foon. I am sure that the gentleman knows that they are also 
in business. MATS sends bills to the foreign aid people and they 
get paid for transporting MAP equipment in transports, just the 
same as Pan American or Eastern Airlines. They are in the air busi- 
ness. They send bills to the MAP people and get paid just as though 
they were commercial airlines. These people are in the airline busi- 
ness. They get paid for this. 

Mr. Mrriuer. I realize that. I also submit that what they get from 
these other agencies has nothing to do with their cost factors at all. 
T do not know how those rates are worked out, but it would seem to 
me we go about this from the wrong end. 


NEED FOR MATS IF CIVIL RESERVE AIR FLEET WERE LARGER 


Then there comes the other problem. You have shown a need for 
the capability you now have after the first 48 hours. Your capability 
would be inadequate if it were not for the Civil Reserve Air Fleet. 
The question comes up if you had a larger Civil Reserve Air Fleet, if 
they had a greater capacity, could you cut down on your first 48 hours 
requirement? In other words, if you strengthen the second echelon of 
your requirement could you reduce the size and capabilities of your 
MATS part of it? There isa problem that I think Mr. Flood is in- 
terested in, and I think we are all interested in it. If you gave more 
business to the commercial] airlines for what the actual economics call 
for, you would not need as large an establishment because they would 
have greater capabilities. That might be the right thing to do. I 
think as long as we are discussing artificial rates we are dealing in 
unrealistic figures. 

Mr. Suarp. I would agree with you there. These are rules set up 
rather arbitrarily. Actually, what we have been doing in the past, in 
carrying airfreight and personnel by air for the other services out of 
our budget, is almost exactly the procedure you described. But now 
we are about to set up an industrial fund in order to try to put it 
more on a businesslike basis. The fund has to at least recoup from 
everybody, including the Air Force, the amount of money to run it 
per capita, and per ton-mile. 

TI would also agree with you on the point that, if we could be con- 
vinced that the commercial airlines could do the job for the first 48 
hours, or a substantial portion of it, and relieve MATS of that re- 
sponsibility, possibly this would be a wise thing todo. But the Joint 
Chiefs and the other people involved in strategy just do not believe 
we can rely on this when we have spent all of these hundreds of 
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millions of dollars on an enormous defense organization, including 
SAC, 

Mr. Mutter. I will agree with you, you cannot do without such an 
organization as you have, but that only admits a principle. I am 
not prepared to argue with you one way or the other as to whether 
you are big enough, or too big, but the requirement is certainly there. 


It could not be filled in any other way, as I see it. But there is a 
question of degree. 


Mr. Fioop. That is all itis. That is it. 

Mr. Mitter. The same thing applies to all of our services every- 
where. If we had twice as big a Navy we might not need as big an 
Army as we have at the present time. If we had twice as big an 
Army we might not need so much Navy, but obviously we have to 
have a proper balance all along the line, and that is the business of 
the Joint Chiefs of Staff. Personally, I assume that they have the 
know-how to do it better than almost anyone else. I do not question 
that, but I do think that whenever you inject something that is un- 
sound into any program you are multiplying your difficulties. This 
whole argument about rates for something that we have to have any- 
how might just as well be met head on. We might just as well say 
that we have to have MATS and everything that they carry of value 
commercially gets a free ride. 

Mr. Suarp. I was not here when they were arguing about setting 
up the industrial fund. I heard from some sources that the Air Force 
resisted it a lot, but I understand it is the type of thing that you were 
talking about. 

Mr. Mitter. I do not know how many bookkeepers this new method 
takes, but I am afraid there are a lot of breadwinners on the pay- 
rolls that are not making much bread. 

Mr. Suarr. That is always possible. 

Mr. Mitter. I think that is all. 

Mr. Anprews. Mr. Flood. 


ASSIGNMENT OF TRANSPORT AIRCRAFT 


Mr. Fioop. Every time these hearings start we get all tangled up 
with this MATS thing and the tail starts wagging the dog. There 
are some other things here. I began all this trying to move an Army 
division some place and I did not think that I had any aircraft, and 
we wind up 5 years later with this MATS business all the time. I 
thought that I was talking about “airlift” 5 years ago, but I find out 
it isall kinds of things. 

Last year in House Report 471 of the 1958 defense appropriation 
bill, at page 21, the committee said this: 

The matter of numbers of aircraft maintained for administrative purposes 
should also be closely examined. 

Now, I am trying to find out what you have done about that. Some- 
body said here—we can never find out who the witness was; he has 
probably died now—there was more aircraft in the Air Force outside 
the MATS for administrative purposes than there were in MATS. 
We are jumping all over MATS here, and somebody said “there are 
more aircraft hidden in somebody’s backyard than there are in MATS. 
What are you yelling about MATS for?” 
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Now, let me ask you this: is it true that MATS composes less than 
one-half the total number of the transport aircraft owned and oper- 
ated by different parts of the Department of Defense? If there is 
nothing the matter with MATS, that would still be only half the prob- 
lem as far as the committee is concerned. Can you give me any in- 
formation ¢ 

Mr. Srarp. I would certainly say that the MATS aircraft comprise 
less than half the total transport type aircraft in the Air Force. I will 
agree, 

Mr. Froop. Let us say the Department of Defense. Will you go 
that far? 

Mr. Suarpe. Yes. 

Mr. Fioop. Will you submit for the record, or if it is security, for 
the committee, the number of transport planes assigned to the different 
parts of the Department of Defense ? 

Mr. Suarp. [am sure that we can. 

Mr. Fioop. And distinguish between the 2-engine and the 4-engine 
types, and to whom they are assigned, and then in fairness to MATS, 
give me the comparative figure for the same kind of aircraft for the 
same purpose for MATS. 

Mr. Suarr. We can do that. 

(The information requested is classified and has been furnished for 
the committee’s use. ) 


DISPOSAL OF EXCESS ADMINISTRATIVE AIRCRAFT 


Mr. Frioop. I am trying to be your friend as well as your critic. 
Somebody says you are getting beat over the head for everything when 
you are only half bad. Somebody else is the other half. That 1s what 
[ am trying to find out. I can give you three guesses why I cannot 
find this out’ I would like to have that information. 

Mr. Suarp. I think that we can give you that information. 

Mr. Fioop. I have been trying to get it for years. 

I want to know how many administrative aircraft there are in the 
Department of Defense. 

Mr. Suarp. Yes. 

Mr. Fioop. The second Hoover Commission thought they did some- 
thing about this, but I do not know. They made a report on this and 
recommendation 13 of the second Hoover Commission was on this 
point, and I quote: 


The number of administrative aircraft be drastically reduced. 


Now, what is the Department of Defense and/or what is the Air 
Force doing, or has it done, with regard to that recommendation of 
the second Hoover Commission and what have they done about the 
question submitted by this committee year after year ? 

Mr. Suarp. We have done a great deal, and I can give you the 
figures on how many aircraft we have declared excess every year of 
the type that you are talking about. 

(The requested information follows :) 

Taking fiscal year 1957 and the first 9 months of fiscal year 1958 as a repre- 
sentative period, the Air Force declared excess or surplus to requirements, and 
instituted disposal action on over 2,000 aircraft of types which are or were 


used, among other things, for administrative purposes. Included in this total 
were 284 C—45’s, 13 T-11’s, 185 C—46’s, 289 B-25’s, 102 T-6’s, and 18 B-17’s. 
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During the same period more than 1,400 aircraft of the above description 
were actually moved out of the Air Force inventory by several means.” Among 
these were the following examples: 

Actually sold: 123 C-—45’s, 143 T-11’s, 591 T-6’s, 17 T-7’s, 4 C-47’s, 2 C-—54’s, 
4 YC-122’s, 13 B-25’s, and 7 C-46’s. 

Transferred to other Government agencies: 1 T--11, 3 SA—16’s, 1 C-123, 12 
H-21's, and 10 T-6’s. 

Donated to eligible organizations and institutions: 4 ‘T-6's, and 8 T-34’s. 

Disposed of through the Military Assistance Program: 257 T-6’s. 

Oe cal 


iThere is no immediate correlation between the figures for aircraft declared excess or 
surplus and those moved out of the inventory, since the latter would include some air- 
eraft which had been declared excess or surplus in earlier periods, while some of the 
former will not actually leave the Air Force possession until transactions are completed in 
later periods. 


ASSIGNMENT OF ADMINISTRATION AIRCRAFT TO INDIVIDUALS OR COMMANDS 


Mr. Fioop. This will be asked on the floor, and I know who will ask 
it. We have never had an answer. I went into this several years ago 
with the Army. 

Now, there are regulations and restrictions by the Defense Depart- 
ment on those officials who can use a Government limousine and a Gov- 
ernment chauffeur. Are there any comparable regulations governing 
the assignment of administrative aircraft and pilots and crews? You 
are a big shot, and you can have a limousine and a chauffeur only 
under certain regulations. When you take off your other hat what are 
the regulations with regard to a crew, a pilot, and an administrative 
aircraft, as far as they are concerned? Are there any such regulations ? 
If there are not, why not ? 

Mr. Suarp. Mr. Garlock, can you answer that question ? 

Colonel Heptunp. May I say, sir, Air Force aircraft are never as- 
signed to individuals, they are assigned to tasks or organizations. 

Mr. Fioop. Oh, no, oh, no; not that one. 

Colonel Heptunp. The individuals in our organization do use them 
for official business ; that is correct. 

Mr. Fioop. Do you not know me better than that? You sound as 
though I came in on Thursday. We have been all through this assign- 
ment thing. That is as phony as a three-dollar bill. I know that one. 
Good heavens! Sure, MATS is not supposed to do domestic transport, 
so you want to pick up 50 people at Los Angeles and you make a 
“routine” flight with a transport out of McGuire. The only trouble 
was that the thing fell down and a bunch of people got killed. We 
would never have known about it except that it fell down. It was a 
“routine” flight and strictly according to the order. You know what 
T mean. 

Mr. Suare. I can answer that question. It was not a routine 
flight, as I understand it. They had a certain number of pilots and 
copilots who needed a certain number of hours of training. Instead of 
flying them around and around over McGuire 18 hours, it is ridiculous 
not to go somewhere and land on some strange landing field, and if 
there are some sailors or some soldiers going home on leave it is ridicu- 
lous not to take them home. 

Mr. Fioop. I am for that, and I am not talking about that. I am 
for that for Congressmen or Assistant Secretaries. I am not talking 
about.that. That is not the question that I asked at all. i 

Mr. Forp. May I interrupt? How long are we going to keep going 
this afternoon ? 
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- (Discussion off the record.) 

Mr. Fioop. I want you to know that I am not thinking up all these 
things. I am the mouthpiece. I get these things from everybody, 
including the waiters in the restaurants. This is an accumulation of 
all of the cats and dogs everybody in the House wanted to know about 
since last year, plus people in our own departments who do not like 
what you do, and from other committies. Iam the “dog,” you see. 

Mr. Suare. We would like to give you the answers. 

Mr. Fioop. I know that. You do. Now, you are going to try to 
discover the regulations on administrative aircraft vis-a-vis the 
limousine regulations, and so on. I want the expense of the four- 
engine executive planes, and we want to know what track is kept of 
the mission assignments on these executive and special-mission planes, 
I will give you one guess who asked that. We were asked that ques- 
tion last year, and did not get an answer. 

We want the total cost of the operation of the administrative or 
executive planes, as distinguished from any other kinds. We want the 
figures for the 2-engine as well as the 4-engine planes. We ran into 
that problem a couple of years ago. 

(The requested information follows :) 

The worldwide assignment of administrative aircraft is controlled on an in- 
dividual aircraft basis by Headquarters, United States Air Force. Each com- 
mand requesting such an aircraft is required to provide a detailed justification; 
therefore, these requests are carefully screened and evaluated. In addition, each 
command that possesses administrative-type aircraft must furnish an annual re- 
justification for their retention. The missions flown by such aircraft, however, 
are controlled by the command concerned, rather than Headquarters, United 
States Air Force. The 1254th Air Transport Group at Washington, D. C., is the 
exception, in that a log of each of their missions is maintained at Headquarters, 
United States Air Force. 

Currently, the Air Force has 103 4-engine and sixty-six 2-engine aircraft that 
are assigned to the major Air Force commands and to the 1254th Air Transport 
Group for the purpose of performing administrative, special air mission, and 
other type assignments. 

The total estimated cost of operation for fiscal year 1959, which includes fuel 
and oil, replenishment spares, and all echelons of maintenance, is $11.9 million 
for the 4-engine aircraft and $3.8 million for the 2-engine aircraft. 


MSTS NUCLEUS FLEET 


Mr. Fioop. Now, Navy, will you give me the number of MSTS 
nucleus? Now, I know what a nucleus vessel is. Give me the num- 
ber of MSTS nucleus vessels for each year since the end of the war. 
That will show me that you have, or have not, increased appreciably 
your nucleus vessels in MSTS in 10 years. Make it 10 years, or what- 
ever you like. 

(The requested information follows:) 


MSTS nucleus fleet by date and number of vessels 


October 1949 (MSTS established) 335] July 1, 1954_.___..-_..___________ 232 
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COMPARISON OF SIMILAR MATS AND COMMERCIAL AIRCRAFT 


Mr. Fioop. Will the Air Force give me the number of MATS planes 


each year for the same number of years asthe Navy? I want to show 


that MSTS, if it is so and a fact, operates and maintains a nucleus vis- 
q-vis commercial ships, and MATS, the allegation is, is building an em- 
pire in competition with commercial lines, and, if the Navy is so good, 
why are not you? What is the difference between Navy MSTS and 
flagships on the water and MATS and flagships in the air? 
Mr. Suarr. There is quite a lot of difference. 
Mr. Garvock. I am sure that you want that on a comparable basis. 
Mr. Fioop. Any basis that you want. You are an old hand at this. 
(The following statement was submitted for the record :) 


The following is a comparison of MATS transport aircraft and civilian flag- 
ships in the air: 

MATS operates the C-133, C-124, C-121C, C—118, C—97, and C—54 types. 

The C-54’s are phasing out; the C-133’s and C-124’s do not even bear an out- 
ward resemblance to any civil type. Let us set these three types aside as having 
no basis for comparison. This leaves us with the C-121C, the C—118, and the 
C-97. 

Now, we must understand that every one of these aircraft is fully interchange- 
able in the cargo, passenger, and patient-evacuation roles. Each one has a basic 
military configuration, which includes heavy cargo floors, 2 very large cargo 
doors—1 fore, 1 aft, troop seat fittings and equipment, and litter brackets. This 
configuration also includes long-range fuel tanks, and enough radio and naviga- 
tion equipment to enable them to fly anywhere under any conditions. 

The C-118 has been compared to the DC-—6, and there are a lot of DC-—6’s in the 
civil fleet. The fact is that the C-118 compares only to the DC-—6A, of which 
there are only 32 in the civil fleet. In addition, not all of the civil DC-6A’s are 
readily capable of changing quickly to passenger and casualty-evaluation use. 

The C-121C has been compared to the Lockheed Constellation, and there are 
a large number of these in the civil fleet. Here, again, the fact is that the C-121C 
compares only with the L—1049H, and the civil fleet includes only 27 of this 


a 


model. We are not aware that the L-1049H can carry litters without special 
modification. 


The C-97 has been compared to the Boeing 377, known as the Stratocruiser. 


To our knowledge, there are no B-377’s in the civil fleet which are equipped with 
cargo doors or floors. 


We, therefore, submit that these comparisons are more apparent than real, 


and that there is a very limited capability in the civil fleet for flexible perform- 
ancein military roles. mi 


(Additional classified information involving the numbers of MATS transport 
aircraft has been furnished the committee. ) 


USE OF MATS TO CARRY MAP EQUIPMENT AND PERSONNEL 


Mr. Fioop. Now, on MAP I gave you the breakdown I got from 
Mr. McNeil. Frankly, with all the things that I have heard about 
you, I was stunned when I heard that MATS was taking money from 
foreign air funds to pay for transporting on Federal airline these 
operations. They really fooledme. Even I never dreamt that one up. 
Mr. McNeil gave me the figures. I gave them to you before lunch be- 
cause my purpose was not toentrap you. Iam trying to find out about 
this, I gave you what Mr. McNeil gave me. What about it? Why 
do you do that? If you are as holy as you say you are, that is not 
baseball to mix a metaphor! j et 

Mr. Gartock. We haul the cargo and passengers for exactly the 
same reason we haul our own defense cargo and passengers—we have 
the space available and we carry it. There is no difference between 
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our allied soldiersand our allied people who need training and our own 
people, if we have to pay the expenses of it. We might as well carry 
them in our own planes if the space is there. In carrying spare parts 
and so forth we do not segregate the MAP spare parts from the Air 
Force spare parts. We ship a number of those over and as they are 
distributed to foreign countries as they need them, they are charged 
for the transportation, or at least that account in the Department of 
Defense. It is a bookkeeping entry inside the Department of Defense. 

Mr. Fioop. Let me interrupt you to read from last year’s appropria- 
tion hearings, page 1785. This is what the Department of Defense 
stated : 

All MDAP traffic carried to Europe and Asia could have moved via commercial 
carriers with certain exceptions caused by weight and size limitations. 

Mr. Garwock. Certainly; all the Air Force traffic can move that 
way too. 

Mr. Fioop. I do not want to move all of it. Mr. Miller told you 
that this is nothing but a question of degree. Why do you resist the 
rule of reason that my Army friend suggested ! ? 

General Friepman. Mr. Flood, I think that I should point out that 
we have instructed the Air Materiel Command to move MAP ma- 
terials by commercial means except for out-sized type things. 

Mr. FLoop. When did you do that ? 

General Frrepman. Admittedly recently. 

Mr. Fioop. Do you know the date of my letter to Mr. McNeil? 

General FrrepMan. No, sir; Iam not aware of that. 

Mr. FLoop. You see, we are getting some place. 

General FrrepMan. Well, sir, we are getting some place. 

Mr. Fioop. This Air Force is tough. I hope that the Russians have 
as much trouble with you as I do. 

Mr. Suarp. This is the first time I have heard you were doing that. 

Mr. Fioop. Me too. 

Mr. Suarp. I am surprised and a little shocked that we would 
spend the taxpayers’ money that way. I think we are doing some- 
thing wrong here. I am going back and look into it. 

Mr. Fioop. It isall overnow. We have straightened it out. 

Mr. Suarp. I do not see why we do not transport it by MATS if 
the capability is there instead of by buying something on the outside. 
I cannot understand it. 

Mr. FLoop. Now, you have an interesting quality for a businessman. 
You sound like a bureaucrat. Maybe they are getting to you. Look 
out. 

Mr. Suarp. I am a taxpayer who has to pay a lot more taxes than 
I get from the Air Force, and I am interested in that too. 

Mr. Fioop. Mr. Secretary, you know before I walked in here I made 
it a point to find out all about you. 

Mr. Swarr. Good. 

Mr. Fioop. I know all about that, but do you not see, as I pointed 
out this morning, the President has a problem with Congress with 
the reorganization of the Department of Defense. The foreign aid 
people have the same kind of trouble. We are getting foreign aid 
funds from Congress, but here in the Air Force you are doing things 
without regard to foreign aid. 

Mr. Gartock. How would you like for us to correct it? Do you 
want us to haul it free, or commercially and pay for it ¢ 
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Mr. Fioop. As far as foreign aid is concerned, I am willing for them 
to earmark their transport fund. I am interested in the philosophy 
of the act and not what union, railroad, or airline gets the money. 
That is somebody else’s problem. You know what I am talking about. 

Mr. Forp. I am sure it is the feeling of the Foreign Aid Subcom- 
mittee on Appropriations, of which several of us are members, that 
whatever the ICA has to pay for shipment, it is better to pay our 
own Air Force than to pay outsiders. 

Mr. Fioop. Whom do you mean by outsiders? 

Mr. Forp. A commercial group. It is better from our point of view 
to have the Air Force charge the foreign aid program for transpor- 
tation than to assess it out of this appropriation. 

Mr. Froop. It is all theoretically sound, Mr. Ford, but don’t you 
know that the costs on much of this foreign aid transport have de- 
veloped because it must go in American bottoms, American-flag ships? 

Mr. Forp. I am talking about the foreign aid program reimbursing 
our own Air Force for the shipment of cargo or passengers related 
tothat program. 

Mr. Fioop. But vou have a special provision for ships of the United 
States lines. 

Mr. Forp. That is a totally different question from the one that 
I think they are talking about over here. 

Mr. Froop. It should not be. It can be the same thing. 

Mr. Forp. That is something for Congress to change. 

Mr. FLoop. That is all for Congress, as a matter of fact. 

Mr. Forp. But I am sure the subcommittee will demand that we 
reimburse our own Air Force for whatever we ship to their facilities. 

Mr. FLoop. If we are to make it the policy to do this on all things, 
I would be against it. and that is the end of the argument, but this 
is all over the lot on all of these operations. The State Department 
gives them a few thousand dollars, too, but that is “chickenfeed” com- 
pared to this kind of deal. 

(The following data was submitted for the record.) 
















CIRCUMVENTING RESTRICTIONS ON FLYING BY DIPPING INTO MDAP 
APPROPRIATIONS 


There appears to be another angle in connection with MATS flying foreign 
aid or MDAP cargo and passengers and billing the MDAP appropriations for 
the service. 

I insert at this point a tabulation prepared under date of April 20, 1956. by 
the Assistant Secretary of Defense (Comptroller), April 20, 1956, showing 
revenue of over $15 million received by MATS for carriage of passengers and 
cargo and that a great deal of this money was used by the Air Force and re- 
tained by it for purchase of aircraft fuel and oil. Is that still going on? 

I note on page 85 of our committee report, House Report 471 of the 85th Con- 
gress, of the defense appropriations of 1958, the statement : 

“As a further basic economy measure, the committee has reduced the pro- 
jected Air Force flying-hour program for fiscal year 1958 by approximately 
100,000 hours. This has been done in an attempt to force a closer sereening 
of all Air Force flying for the purpose of eliminating unessential use of military 
aircraft for so-called junketing, of military and ¢ivilian nersonnel. Frrther- 
more, it is believed that substantial saving can be effected by cutting down 
of the numbers of needlessly long flights designated as training missions, where 
the crews spend most of the time merely boring a hole in the air fram distant 
point to distant point. The committee especially deplores the junketing that is 
done under the guise of proficiency flying.” 

It this what is happening? The Air Force is diping into the MDAP funds on 
the basis of services performed by MATS and then keeping those funds and using 
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them for the purchase of oil and gasoline to get around restrictions and limita- 
tions such as the one I have just read placed on the Air Force by this committee? 


ASSISTANT SECRETARY OF DEFENSE, COMPTROLLER, 
Washington, D. C., April 20, 1956, 
Hon. DANIEL J. FLoop, 
House of Representatives, Washington, D.C. 


Dear Mr. Fioop: Reference is made to your letter of March 16, 1956, in which 
you requested certain information regarding revenue traffic handled by the Mili- 
tary Air Transport Service. 

Enclosed herewith are two copies of the report on this subject which hag 
been prepared by the Air Force in response to your request. These data cover 
all revenue traffic transactions involving Department of Defense aircraft during 
fiscal year 1955. 

With respect to your query pertaining to the Air Force statement that “Reye- 
nues have been applied as a reduction of expense,” which was included in the 
introductory remarks accompanying the MATS operating cost data for fiscal 
year 1955, furnished in my letter of February 21, 1956, the Air Force has indi- 
cated that this statement was made in error and should be deleted. In this con- 
nection, your attention is directed to paragraph 1c of the foreword to the en- 
closed material which corrects the previous statement on this subject. 

Sincerely yours, 


W. J. McNem. 


REVENUE TRAFFIC HANDLED BY MATS, Fiscat YEAR 1955 


FOREWORD 


1. Collections effected for airlift furnished to government and nongovernmental 
agencies and,/or individuals are contained in exhibits A, B, and C. Collections 
effected by MATS are categorized into two classes, i. e., appropriation reimburse- 
ments and miscellaneous receipts, determined as follows: 

(a) Appropriation reimbursements.—Those collections effected as a result of 
transportation furnished governmental and nongovernmental agencies and/or 
individuals traveling in the “national interest” of the United States Government. 
Charges assessed for such transportation are in accordance with the USAF- 
MATS cost tariff. Policies issued by each military department for disposition 
of moneys collected are as follows: 


(1) Special missions flown by Air Force aircraft : 
70 percent to Air Materiel Command for Project 411—Aircraft main- 
tenance, spares, spare parts, and supplies. 
30 percent to command having operational responsibility of aircraft for 
Project 412—Aircraft fuel and oil. 
(2) Individual passengers and cargo shipments flown on Air Force aircraft: 
70 percent to Air Materiel Command for Project 411—Aircraft main- 
tenance, spares, spare parts and supplies. 
30 percent to Military Air Transport Service for Project 412—aircraft 
fuel and oil. 
(3) Special missions, passengers and cargo flown on Navy aircraft, other than 
those assigned to MATS: 100 percent to Navy appropriation. 
(4) Special missions flown on Army aircraft: 100 percent to Army maintenance 
and operational appropriation. 


(b) Miscellaneous receipts.—Those collections effected as a result of transpor- 
tation furnished to nongovernmental agencies and/or individuals not traveling 
in the national interest of the United States Government and not entitled to trans- 
portation at Government expense. The charges assessed for such transportation 
are in accordance with the International Rate Book. 

(c) Revenues received by MATS for flying revenue traffic are not applied as 
a reduction of expense. The MATS cost data previously supplied for Congress- 
man Flood does not include a reduction by the application of revenue traffic 
receipts. Appropriation reimbursement are not directly available to commands 
for reissuance as allocations and/or allotments. Collections deposited to the 
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general fund miscellaneous receipt accounts are made available for expenditure 
only through an act of Congress. 

(d) Reference the handling of funds received from the rental of Navy cargo 
planes, this headquarters is not qualified to discuss this operation, and this mat- 
ter should be referred to the Department of Navy for clarification. Naval air- 
craft that are operated on a special mission, or when revenue passengers or cargo 
are transported on naval aircraft, the reporting, collections, and disbursement 
of funds for subject transportation is conducted by the Revenue Traffic Branch, 
and reimbursement of such collections is listed in exhibit D. 

(e) Revenue traffic transactions are handled largely on an individual pas- 
senger and cargo shipment basis, and information as to how much of the revenue 
cargo moved in plane load lots is not available. Special missions entail the oper- 
ating of an aircraft for a specific department or organization, and the number 
of missions reported on exhibit C can be construed to mean planeload totals. 

2. The exhibits enclosed herewith cover all revenue transactions transported 
on aircraft of the Department of Defense. The responsibility for the handling 
of revenue traffic for Department of Defense aircraft has been delegated to the 
commander, Military Air Transport Service under AFR 76-8 (Joint). 
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Distribution of revenues to commands of Department of the Air Force’ 


Headquarters, Air Materiel Command_-________-___________-__-_- $10, 743, 022 


Headquarters, Military Air Transport Servic ee 2, 947, 864 
Headquarters Command, Bolling Air Force Base____-__-_-_-__-~- 175, 460 
Headquarters, Caribbean Air Command____--_--_-______-________- 1, 960 
Headquarters, Far East Air Forces_____~_ dit alae dea abiieig haaniiehamiiny 1, 231, 728 
Peemeenuarters, TACEICA) Alm CemmmIe  e s 62, 836 
Headquarters, United Sti oy Art PORees ronan oie Ek 155, 250 
Micellaneous receipts U. PERO pnd i 5. i weenie es 360, 000 
Peenent Of Thin et G wikis ert kth cnnipidnbadienen teed - 113, 518 

EES. 2c a. henin cxtecen idesas AD abieeana eed aisha dae caret chi aed a canaciaaieece 15, 791, 638 

1 Revenues based upon sales .c redited to appropriations of operating commands. 
@ Revenues recovered to U. Treasury. 


3 Revenues credited to Nz Vy ap propriations (Navy operations). 
CARRYING COLLEGIATE ATITLETIC EQUIPMENT 


As a Harvard man, of course I was badly upset as was my friend 
Wigglesworth when I found you were t: aking a Princeton crew shell 
free while our Yale friends had to pay to t: ake their shell over on a 
commercial line. Yale had to take their shell over and pay for it 
on a commercial line, but with this genius peculiar to Princeton, the y 
managed to wangle it out of you. You would not be from P rince 
ton, by any chance? I know Doug): as is. Where are you from? U1 
versity of ‘Texas, I hope. 

Mr. Suarp. IT admit Iam from Princeton. 

Mr. Fioop. Take that out. I didn’t know that. 

Mr. Suarpe. However, I must add, my brother is from Yale. 

Mr. Frioop. If it is even, it is all right. Wigglesworth and I have 
a problem. I suppose Harvard will have to row across; is that it? 

That plus the Bob Hope business. As everyone is, I am a friend 
of Bob Hope. Bob’s people wangled quite an operation there, the 
impression being nationwide that you were giving shows overseas for 
the troops when of course you and I know they shot the picture over- 
seas and brought it back here and showed it. But it was quite a good 
story. That kind of thing got in the hair of a lot of people, too. 

Colonel Heptunp. Could I comment on the Princeton shell, sir? 

Mr. Fr OD. Yes. 

Colonel Hepitunp. It was at the request of representatives from 
Princeton to our Secretary of the Air Force that we airlifted it. The 
representatives of Princeton indicated it was impossible to move this 
piece of equipment by the type of commercial airlift that was available 
at that time 

Mr. Fioop. I know all that. 

Colonel Heptunp. To the United Kingdom. We acceded under 
pressure to do it on a reimbursable basis. These are the facts. 

Mr. Froop. This was not the idea of a lot of uniformed boys in 
blue. You are professionals. You don’t like this kind of thing on 
general principles. I know all about that. 

Mr. Forp. How much were they reimbursed ? 

Colonel Heptunp. $360.20 each w ay, which incidentally, according 
to our best interpretation of the commercial tariff, was conside rably 
higher than if it had gone by commercial airline 

Mr. Froop. I am astounded that Princeton men, with their ability 
to have this done. could not find under the circumstances at the time 
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an available aircraft. They could have found 300. Yale did it with a 
telephone call. Of course, there is such a thing as “God, Country, and 
Yale,” I guess. 

Mr. Suarp. I must say we didn’t look into whether the statement 
that they could not find an aircraft anywhere in the United States 
was true or false. We believed them on that. 

I think if we got the same statement from Harvard or Yale 
or any other college i in the United States that they had something 
which they really needed to do of this kind and could not get an air- 
craft, if we had the capability we would fly certain pieces of goods 
for them and charge them for it. 


CARRYING DELEGATES TO 51ST FEDERATION AERONAUTIQUE INTERNA- 
TIONALE CONFERENCE 


Mr. Froop. It was good public relations. Is that also what caused 
MATS to fly the tec hnic al experts to the Los Angeles Conferene ‘e from 
Wiesbaden? This is from the New York Times on April 3, 1958, 
which states that W ‘caliadlien announces that the Air Force is “flying 
aviation experts from 26 countries to Los Angeles to attend a con- 
ference. Of course, if you are to take the positiun that if you put them 
on airlines it would cost money, that is where I came in. I will never 
win that argument. 

Mr. SuHarp. I don’t know the answer to that one, but we will present 
the answer. 

(The following additional information was furnished :) 

The Department of the Air Force provided air transportation to the 5ist 
Federation Aeronautique Internationale Conference at the request of the Depart- 
ment of Defense which indicated that this airlift was in the national and de- 
fense interest. Regular MATS runs and pickup points were utilized insofar as 
practical. 

A total of 138 Federation Aeronautique Internationale conferees of the 
following countries were provided transportation on MATS aircraft: 


Austria Norway United Kingdom 
Belgium Sweden Spain 

sulgaria Poland Iceland 
Denmark New Zealand United States of America 
Finland Treland Colombia 
France Switzerland Ecuador 
Portugal Turkey Turkey 
Canada U. 8. 8. RB. Germany 
Luxembourg Yugoslavia Rumania 
Monaco Hungary Cuba 
Netherlands Japan 


Mr. Froop. These are things which come across our desks, you see. 
There is no doubt if that is what you are going to do, that is what 
you are going to do. Since you parallel commercial airlines all over 
the world, that is the end of that. I must shut up. Just so we know. 

General Gavin would be here except he is going to appear before 
another committee this w eek, and I saw no sense in trying to do three 
things at the same time. I invited him to come, but I was 2 ae late, 
after the other committee. And that is the end of that. I did not 
talk to him about these hearings, by the way. 
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INADEQUACY OF AIRLIFT AT START OF KOREAN WAR 


I have his statement made before the American Ordnance Associ- 
ation in New York. You are aware of that. He was talking about 
the airlift. His statement was to the effect that in the early part of 
the Korean war the lack of airlift caused us many unnecess: ry casual- 
ties and, in effect, lengthened the war. I think his figures were that 
the bulk of 140,000 casualties could have been avoided had we gotten 
fully equipped troops, of the kind you and I were talking about, in to 
fight the war before the enemy overran South Korea. If we had 
what I wanted and he wanted and I hope what you wanted, is it 
reasonable to reach such a conclusion within the rule of reason, a gain ? 
You know the facts. Don’t take them from me. 

General Wueeter. Of course, if you start out with the thesis that 
I know General Gavin had in mind, that had we been able to put 


‘perhaps four fully equipped combat-ready divisions into Korea in the 


first few days of that conflict, you would never have had South Korea 
overrun in the first place, the Chinese would never have had time to 
be brought into the party, and the whole course of the Korean war 
would have taken a different turn. 

As I say, if you visualize that as the backdrop, I think what Gen- 
eral Gavin says is essentially true. 

Mr. Forp. May I ask a question there. At the outbreak of the Ko- 
rean war, did we have four fully equipped combat-ready divisions 
available for such an operation ? 

General Wnreerer. That was an equally bad part of the whole situ- 
ation, Mr. Ford. The first units that moved into Korea, as you no 
doubt know—I am speaking of Army units now 

Mr. Forp. That is what T am referring to. 

General Wnerter. Were under strength. They were occupation 
troops. If I remember correctly, they were short an infantry bat- 
talion per regiment, and they were also short an artillery battery 
per battalion. This is not the kind of troops that you want to throw 
into a fracas like that. 

Mr. Froop. Mr. Ford and I think very much alike on this. Not 
only do I want the airlift, General, I want the divisions. 

General Wueeter. So do J, sir. 





INADEQUACY OF PRESENT AIRLIFT 


Mr. Froop. I am getting around to that later, not at this hearing. 
I have the amendments for those. Which comes first the chicken or 
the egg? TI know that. I want the divisions and the airlift and 
everything else. In my opinion, I won’t have either one. If another 
Korea, just using that word, were to break out anywhere tomorrow, 
would we have enough airlift available to move those forces in to 
do exactly what you and Gavin were talking about, if the facts were 
equal ? 

General Wueeter. I do not believe so. I would like to call atten- 
tion to the very fine presentations made by the Air Force here on 
airlift avail: tbility. 

(Discussion off the record. ) 

General Wueeter. If you take into account the point which has been 

made very strongly here by Secretary Sharp and others that a sub- 
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stantial airlift capability has to be retained for SAC deployment, 
and also that your CRAF is not going to be immediately available, is 
not available: (1) until the announcement of a national emergency 
and (2) until you can assemble the airer aft, put in the nec essary 
black boxes, give them the necessary navigators, and so on. 

(Discussion off the record. ) 

Mr. Froop. You have been reading my mail. 

General Wueeter. We have prep: ared a number of unilateral studies 
of various types of contingency operations all over the world. 

(Discussion off the record.) 

Mr. Froop. I am talking about one east and one west at 9 o’clock on 
the same morning. That is the way you are going to get it. 

General Wueeter. You are in another chapter of the story, Mr. 
Flood. 

Mr. Fioop. That is the bad one, Let’s tear that one out. 

( Discussion off the record. ) 

Mr. Froop. The Navy cannot get to you in the Pacific in less than 14 
to 15 days with anything from the Atlantic coast. They can from 
the islands. 

General Wueeter. That is true, sir. 

Mr. Fioop. So they say. It is going to be great. 


REDESIGN OF ARMY EQUIPMENT TO MAKE IT AIRLIFTABLE 


Here is another thing I am seriously concerned about. I have Army 
testimony here that you have been forced to redesign Army combat 
equipment to make it airliftable. 

General Wueeter. That is correct. 

Mr. Froop. In some cases you had to eliminate very important 
hardware because it was too heavy for that kind of operation. 

Mr. Wueeter. That is correct. 

Mr. Frioop. Have you ever at any time in this redesigning affected 
the combat capability of these advance echelons? Are you forced by 
Air Force configuration of aircraft to make suicide squads out of ad- 
vance echelons of paratroops and airborne troops because these air- 
craft cannot take in there what a good brigade commander thinks 
should be there in the Army? Not the Air Force; the Army. 

General Wueeter. The very heavy items of our equipment—I am 
speaking now mainly of tanks—are not airliftable, so for airborne 
operations we have gone to what we call an assault gun which does 
not have the armorplate on it, and so on, but you can pick it up in 
an airplane. I would not say that this is a suicide-type operation, 
but I know from exprience that people don’t like to act like a tank 
if they don’t have armor around them. 

Mr. Frioop. That would not be good. 

General Wueeter. What I am really saying, Mr. Flood, is that 
we have endeavored to cut down on the weight of our equipment in 
order to make ourselves air-transportable. 

Mr. Froop. But let me interrupt. Hang on to that sentence. But 
the Louisiana reports and the maneuver reports on the east coast show 
that all combat soldiers in the Army asked specifically to raise the 
amount of armor in the units, that it be increased to permit more 
dispersion and greater patrolling activity. The Army said this is 
what we must have after the millions of dollars we spend on Army 
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maneuvers. We need more armor for patrolling and we need i 
for dispersion. 

The conclusion was that in order to keep them airliftable, it had to 
be sacrificed. You did not get the armor, and you did not get the 
protection for dispersal and ‘patrolling. It was sacrificed to airlift- 
ability because of configuration. Isn’t that it? 

General Wueeter. I think that is a fair statement of the reports. 
On the other hand, I do not always buy everything that comes in from 
a maneuver, Mr. Flood. I will repeat what I said earlier, that we 
have sacrificed to a degree some of the combat capability by lighten- 
ing our equipment. On the other hand, we feel that air-transporta- 
bility is a very important element of combat readiness of the Army. 
This means, of course, that for the very heavy items of equipment we 
must go to sealift. 

AIRCRAFT TO AIRLIFT TANKS 


Mr. Fioop. Did you ever ask anybody to build you an aircraft, do 
you want an aircraft, and are you doing any research and develop- 
ment to have an aircraft, which would be big enough and worth while 
and practicable to take your tanks, lights, ‘and mediums, within the 
first 14 days back of the first echelons who have nothing but antitank 
guns, mortars, and what they can carry? 

Don’t you think you should have aircraft to take in light operational 
tanks within the first 14 days for survival ? 

General Wueeter. I would certainly like to have them. 

Mr. Foon. Is it practicable? 

General Wueeter. I think so, sir. 

Mr. Fioop. Have you asked for it? 

General Wueeter. I cannot say that we have asked specifically for 
that: no. 

Mr. Fioop. Why not? 


WATER-BASED AIRLIFT 


General Wueeter. As I said earlier this morning, we are trying to 
keep our requirements somewhere within reach of capabilities. How- 
ever, one of the reasons I said in my statement that the strategic and 
the logistic potential of large water-based aircraft was most promising 
and e | be explored was the very point that you are making. 

Mr. Froop. You know the “No dexs” operation that the Army con- 
ducted | in Europe, a great operation on no docks, on emergency trans- 
port from port facilities and control. Are you doing anything about 
setting up operations or projects for doing “No dexs” on seaplanes 
under the same circumstances for the Army, persons, and things? 

General Wrerrter. We have been conducting some studies at what 
I call the staff and war game level as to the utility of this type of air- 
plane in several different situations. 

Mr. Fioop. I think Mr. Miller may want to develop that. The Mar- 
tin people are from his area. 

Mr. Mitier. What I would like to do is bring to the attention of 
the committee some remarks on water-based combat airlift. 

I would like to insert in the record at this point an excerpt from an 
article by Mr. Guy Mallery of the Martin Co. entitled “Water-based 
Combat Airlift.” This article appeared in the Air University Quar- 
terly Review, the fall 1958 issue. 
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(The information follows :) 


Availability of landing sites.—Of basic importance to the adoption of a water. 
based airlift is the availability of water bodies suitable for operations. Prior 
to last year, there was very little collated intelligence data on rivers, lakes, 
and coastal waters which might serve as seaplane operating areas. Recently, a 
comprehensive list of immediately available sites has been completed. This is 
far more than a casual examination of gross geographical areas. In addition to 
the availability of water itself, obstructions to approach and takeoff, tides, cur- 
rents, effects of civil operations and general water hazards were considered in 
great detail. Although the seaplane transport under wartime loads will op- 
erate from water bodies a mile in length, the minimum consideration was ex- 
panded to three times this figure for conservatism in the study. 

In the contested areas of the world, there are few areas more than 50 miles 
from the nearest usable water body. In southeast Asia, for example, only 5 per- 
cent of the land is within 50 miles of any kind of land runway while almost half 
is that close to a water runway meeting the study criteria. 

In most countries, the number of usable water bodies outnumbers the number 
of land runways by factors of between 15 and 20 to 1. Further, the study did not 
consider recent advances by the Army engineers which would permit rapid con- 
version of water bodies not meeting the study criteria. 

Refueling.—It is mandatory, of course, that any transport carrying or re- 
supplying missile and ground combat organizations draw no fuel from the for- 
ward area stockpiles. One of the principal problems in the past has been that 
land-based transports require that fuel be available at fixed landing sites in the 
theater of operations. 

Of course, water-based transports could be operated in the same manner. That 
is, quantities of fuel could be prepositioned at various strategic locations likely 
to remain under our control. But water basing offers another alternative. The 
fuel need not be located at a fixed site or base. It is available while still en route, 
An example of this can be found in the recent Suez situation. Had we been 
forced to airlift troops into the area, we would have been hampered by the lack 
of fuel stockpiles in the area. At that time, a number of tanker ships were carry- 
ing JP-—4 (jet fuel) in various areas of the Atlantic and the Mediterranean. 
These tankers were located in weather and sea-state conditions that would have 
permitted a large seaplane transport to land, refuel from the ship, and continue 
on its mission. With a seaplane transport capability in being, we would have 
reason in the future to supervise the routing of commercial and military tankers, 
insuring at all times during the normal course of commerce that we have suff- 
cient tankers en route to our peacetime bases to meet our strategic mobility com- 
mitments under appropriate weather and sea-state conditions. The equipment 
for this transfer was developed and tested 20 years ago. It was widely used by 
Japanese seaplanes in the Pacific. 

Overseas fuel availability is such a critical problem for the strategic transport 
that, if there were no other assets to the water-based transport but this one, 
the aircraft would still merit serious consideration. 


General Wueeter. We have gone into this, as I say, on the staff 
level, trying to find out what the possibilities are 

Mr. Froop. May I interrupt to point out for: your information that 
Mr. Miller asked the chairman this morning for a presentation of this 
problem at the earliest available possible time, to be made by these 
people. I am glad to hear it, because I do not agree with the Marines 
and the Navy atall. 

General Paige, are you still here? 

General Pater. Yes, sir. 

Mr. Froop. I want you to understand TI don’t have any idea that I 
am going to take some crate as big as this room and fly your rifle 
platoons up toa beachhead. If you are fighting at Norfolk, I want to 
fly them 3,000 miles and land them Pe and have you or the Army 
get them dow n there some other way. I don’t want to take these crates 
up on the beach with riflemen. T want to land them 200 or 300 or 400 
miles away after a 3,000-mile jump, but land them on lakes and rivers 
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and harbors where I am not anchored to 10,000-foot strips, control tow- 
ers, landing lights, good weather, and whatnot. Tam sur prised you are 
not more interested in it. I would be. I am astounded at the Navy. 

General Paice. We are interested in them for special missions to get 
from here to there. You can carry only so many people in an aircraft. 
After they get there they must be supported. If you land them in the 
middle of this lake, we will say, the first thing they must do is find 
some way of getting ashore. They probably can get ashore in rubber 
boats or something like that. Then what are they going to do after 
they get ashore? How are you to support them? The same way? 
These large seaplanes draw so much water that a man cannot w alk 
out of them and walk ashore. 

Mr. Fioop. Let me point this out to you. By the time the interna- 
tional politicians get through with your overseas landing strips, every- 
body is going to be in trouble. 

General Paice. Yes, sir. Our position is that it is better to have 
the troops stationed up closer to the areas of operation 

Mr. Froop. $500 million worth of airstrips in Spain are all right if 
the Spaniards are for them. 

General Patcr. Yes, sir. But if you have your treops over there, 
you don’t have so far to go. We think that is the answer, and not 
have to lug them from the middle of the United States and carry 
about twice as much gas as you do supplies. 


OVERSEAS SUPPLY DEPOTS BEING WITHDRAWN TO UNITED STATES 


Mr. Froop. That is all right, but did you ever see signs painted on 
buildings, “Yankee, go home”? They are going to be over there. Do 
you know that the Air Force is pulling in all its supply depots now 
out of Nouasseur, Sidi Slimane, Wheelus? The Air Force is bringing 
back its depots. Do you know why? I do. So do you. 

Mr. Starr. I know why, ves, sir. Because we think it is more eco- 
nomical to operate them over here. 

Mr. Froop. That is not the whole story. That is part of the story 
they told me. Politics. 

Mr. Suarp. Maybe they are telling you a different story from what 
they told me. 

Mr. Fioop. They did. They put it on the screen there. Economy 
was a reason when we had the supply or procurement people here. 
Then we also developed, area by area, the political situation. 

Mr. Sarr. To the extent that it makes it difficult to hire people, you 
mean, and that sort of thing? There are restrictions on the people. 

Mr. Froop. No, not at all I don’t mean that. Why do you think we 
are building bases in Sp: ain? Because we were uncertain with north 
Africa. The Moroccans “jumped the gun” on us 2 years with inde- 
pendence. That is why we are lagging now 1 year in Spain. They 
fooled us by 2 years. We are in Spain because we may get thrown out 
of north Africa. 

Mr. Suarp. Maybe. 

Mr. Froop. Maybe? That is it. 

General Pater. If I may add one thing, Mr. Flood. Also when you 
get there, if you have lost your bases, if the people are hostile to you, 
you have to build yourself up a base; and when you try to fly the ma- 
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terial for it over there and build a base up, you have a problem on your 
hands. 

Mr. Froop. This is a problem or we wouldn’t be here. Anyhow, 
there will be a special hearing on that and we won’t bother with it now, 


INADEQUACY OF PRESENT ATRLIFT 


General, you are aware of the testimony before the Armed Services 
Committee. You gave it. I have your statement here under question- 
ing of Senator Symington, in which Senator Symington said: 

Senator Symrneton. General Gavin just said that we are well behind totally 
inadequate with our airlift. Based on the figures you have just read we are 
earefully planning to stay behind. Is that a fair statement? 

General WHEELER. Sir, it would seem to me that we are going to remain about 
in status quo, sir, which is behind. 

Senator SymMrneTon. You know the definition of status quo General Knudsen 
had. He said it meant the hell of a fix we arein. The testimony has shown we 
are totally inadequate with respect to airlift for the Army. If the figures that 
you have given are correct—and presumably they are correct—we will plan to 
remain inadequate. We are planning inadequacy. Is that a fair statement? 

General WHEELER. There is no program to correct it, sir, that I know of. 

That leaves me with this question: As far as you know, all of these 
facts being yours and being true, therefore, then the plans that we are 
making are inadequate—period. Isn’t that it? 

General Wueeter. I don’t know of any program to correct the 
shortfall which was shown on this chart. I would like to call to your 
attention, though, that I very carefully avoided agreeing with Senator 
Symington that anybody was planning for inadequacy, Mr. Flood. 

Mr. Fioop. I think that is a fair statement. I am making the state- 
ment, let the record show, not you. I am not putting words in your 
mouth. Let the record show that. 

Let me ask it this way: In this month in the year of our Lord 1958, 
do you want to change your testimony that you gave to Senator Sym- 
ington? 

General Wueeter. No, sir. 

Mr. Froop. I am trying to avoid asking any more questions about 
MATS. This morning you and I confused each other when I requested 
some law and/or regulation with reference to a statement you made. 

Mr. SHarp. Yes, sir. 

Mr. Froop. The statement I referred to I found during lunch. It is 
on page 2, paragraph ec. There you are referring to your general objec- 
tive. By “you” I mean MATS, I suppose. Yes, you say in “e”: 

To utilize military air transport resources in peacetime to defray Department of 
Defense peacetime airlift requirements. (This must be done in the most effective 
manner compatible with the foregoing objectives. ) 

The law and the regulation I wanted was legal justification or regu- 
latory justification for that objective and that conclusion. Some very 
long-haired law people could not find it. I wasn’t one of them. 

Mr. Swarr. We will have our long-haired law people see if they can. 

Mr. Fioop. Good. 

Mr. Suarp. I hope they can. 

(The information referred to follows :) 


The objective cited in Mr. Sharp’s prepared statement was a quotation from 
Air Force Regulation 76-19, dated July 24, 1957, paragraph 2. This portion of 
the Air Force regulation is responsive to the provisions of paragraph VI, E, DOD 
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Directive 5160.2, dated December 7, 1956, and paragraphs I and III, B, DOD 
Instruction 4500.23, dated October 1, 1956. 

The legal authorities for the foregoing DOD directive and instruction are 
as follows: 

(a) Title 10, United States Code, which contains the powers, authorities, and 
responibilities of the military-service Secretaries to conduct the affairs of their 
respective departments, including the functions necessary for training, opera- 
tions, administration, logistic support, maintenance, welfare, preparedness, and 
effectiveness. 

(b) Career Compensation Act of 1947 (Public Law 351, 81st Cong.). 

(c) Public Law 600, 79th Congress, as amended, as implemented by standard- 
ized Government travel regulations promulgated by the Bureau of the Budget. 

The applicable excerpts from the above-cited Department of Defense and Air 
Force regulations follow : 


(Par. 2, Air Force regulations, July 24, 1957) 


9. Policy Objectives.—The policies outlined herein are oriented toward four 
principal objectives : 

a. To acquire and maintain in being military air transport forces which, when 
augmented by civil air transport resources, are qualitatively and quantitatively 
capable of providing the airlift support required for successful implementation of 
war plans approved by the Joint Chiefs of Staff. 

b. To achieve, in those military air transport forces, a state of trained readi- 
ness and a peacetime rate of operation which will insure their ability to respond 
instantly to an emergency and will enable them to carry out their missions at 
the higher operating rate required by wartime needs. 

ce. To utilize military air transport resources in peacetime to defray Depart- 
ment of Defense peacetime airlift requirements. (This must be done in the most 
effective manner compatible with the foregoing objectives. ) 

d. To utilize augmenting civil air transport resources and services 

(1) in peacetime to the maximum practicable extent, consistent with re- 
quirements and the efficient employment of military resources; and 

(2) in emergency to the extent that they are available and needed in sup- 
port of military operations. 


(Par. VI, E, Department of Defense Directive No. 5160.2, December 7, 1946) 


VI. AUTHORITIES AND RESPONSIBILITIES OF THE SINGLE MANAGER 


The Secretary of the Air Force, as single manager, will 
E. GENERAL FUNCTIONS 


1. Maintain and operate a military airlift service system within limits approved 
by the Secretary of Defense to 

(a) maintain an adequate emergency readiness position ; 

(b) carry out realistic training programs; 

(c) provide attached airlift services as required to all agencies of the 
Department of Defense ; and 

(d) provide common-user airlift service as required by all agencies of the 
Department of Defense and, as authorized, for other agencies of the United 
States Government— 

(1) between points in the United States and overseas areas; 
(2) between and within overseas areas ; and 
(3) with the United States when necessary for reasons of security 
or to supplement commercial air carrier service based on determina- 
tions of the Military Traffic Management Agency. 
Augment the airlift capacity of the Agency as required to meet require- 
ments by the use of commercial airlift service in peacetime on a basis which 
will contribute to the sound economic development of an increased modern civil 
airlift capacity and enhance the ability of civil carriers to operate with maxi- 
mum effectiveness in support of the military forces in time of war. 

3. Procedure, by contract or otherwise, all commercial airlift service between 
the United States and overseas areas and within and between overseas areas 
except individual travel and package airfreight or express, and such other air- 
lift service as may be directed by the Secretary of Defense. 
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4. Control the volume and rate of flow of traffic into the military airlift service 
system. Loading plans and loading and unloading of cargo and passengers shal] 
be the responsibility of the Agency, utilizing the advice and participation of the 
shippers, as appropriate. 

5. Develop an expanded mobilization base through the maximum feasible use 
of commercial airlift, maintenance, repair and overhaul, and terminal services, 


consistent with military requirements and the efficient employment of Depart- 
ment of Defense resources. 


(Pars. I and II, B, Department of Defense Instruction No. 4500.23, Oct. 1, 1956) 
I. REISSUANCE AND PURPOSE 


To establish a uniform Department of Defense policy governing transporta- 
tion and accommodations, as set forth in the enclosure, for military personnel, 
their dependents, civilian employees and their dependents when traveling via 
commercial, Government, or private transportation within, to, from, or outside 
the continental United States at Government expense. Basic authority for 
the movement of military personnel and their dependents is based on the 
Career Compensation Act of 1949 (Public Law 351, 8lst Cong.), as amended, im- 
plemented by the joint travel regulations. Basic authority for movement of 
civilian employees and their dependents is based on Public Law 600, 79th 
Congress aS amended, implemented by standardized Government Travel Regula- 
tions promulgated by the Bureau of the Budget. 


lll. Scope AND APPLICABILITY 
B. GOVERNMENT TRANSPORTATION 


1. Consistent with the chartered responsibilities of Military Sea Transporta- 
tion Service and Military Air Transport Service to provide transportation service 
for all military agencies, the employment of commercial transportation to, from, 
between, and within areas outside the United States shall not take precedence 
over the efficient and economic utilization of the military-owned transportation 
resources of Military Sea Transportation Service and Military Air Transport 
Service which have been approved by the Secretary of Defense as essential to 
national security. 

Mr. Fioop. That is the specific thing I meant. I did not want you 
to be hanging in the air on that one. 

I think we have finished with the Army. 

Is that MSTS man over there yet? Still on board? 

Admiral Gano. Yes. 


MSTS SUPPORT OF MERCHANT MARINE 


Mr. Fioop. I want you to show me, out of each dollar of public 
funds Military Sea Transport received, how much finds its way back 
into the hands of the commercial enterprises that would be entitled 
to a piece of it. 

The reason I ask that is this: The Secretary mentioned this morn- 
ing it is the policy of the Department of Defense, enunciated at great 
length by Mr, Wilson, that you are not to be in competition with 
private business. You are for private enterprise. You got rid of a 
lot of hotdog stands, beauty shops, barbershops, and whatnot. Now, 
here you are really in competition in the hundreds of millions with 
airlines and ship lines not barbershops and hotdog stands and beauty 
parlors. How much goes back out of your dollar? 

Admiral Gano. I can give it to you exactly for the years 1952 to 
1957, asa percentage of our total business. 

Mr. Fioop. Can you give me the dollars and cents? I have them 
here. 
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Admiral Gano. Yes, sir. In 1952, 75 percent went to the support 
of American merchant marine ; $475,284,569. 

Mr. Fioop. We agree. The reason I say I have them here is that 
Dean Pound, of the Harvard Law School, said, “On cross-examination, 
never ask a question unless you have the answer.” 

Admiral Gano. Would you like to have the other years, sir? 

Mr. Froop. Yes. Put them in the record. Cross-examination is 
a two-edged sword. Don’t go on a fishing expedition. I have the 
answers to all these. At least, I think I have. 

(The information requested follows :) 
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MATS SUPPORT OF COMMERCIAL AIRLINES 


Mr. Fioop. Now, I want the Air Force to tell me, if they can, out 
of each dollar of public money that goes to MATS, since we use the 
trickle-down theory, how much trickles down into the hands of com- 
mercial companies, whatever I mean by that. 

Mr. Swarr. What do you mean by th: at? 

Mr. Froop. I mean exactly what the Navy says. 

Mr. Suarp. Air transport companies, or all other 
panies / 

Mr. Fioop. I mean the commercial companies who would benefit in 
the same way. The Navy said 75 cents. How much do the com 
mercial people get back from you? The Navy says they get 75 cents 
back fromthem. How much do they get back from MATS ? 

Mr. Suarp. Isn’t this figure of 40-20 what you were talking about ? 

Mr. Fioop. Suppose you answer it in any 2 or 3 ways the problem 
indicates to you, if this or if that or if something else. 

Mr. Swarr. We will answer it. , 

Mr. Fioop. My answer to my question is less than a quarter. 

Mr. Suarr. I am surprised it is that much. 

Mr. Fioop. Soam I. I had 121% cents. It was 25 cents. If it is so 
asa fact, as a result of your research, will you indicate why that appar 
ently extraordinary condition exists ? 

Mr. Suarp. What extraordinary condition ? 

Mr. Froop. “Extraordinary” is mine. If the Navy gives back 
the commercial world 75 cents and MATS gives back only 25 cents 
if those are the facts, why are they facts? 

Mr. Suarp. I can answer that question right now, sir. 


Mr. Fioop. All right. 


kinds of com- 


REASON FOR SMALLER MATS COMMERCTAL SUPPORT 
COMMERCIAL SUPPORT 


THAN MSTS 


Mr. Suarp. The reason is that we have to have 
being all the time. 

Mr. Fioop. Doesn’t the Navy? 

Mr. Suarp. I do not know what the Navy hasto do. 

Mr. FLoop. Don’t you think they do? 


Mr. Suarp. We have to have a force which is re: ady to operate with- 
in an hour or so. 


Mr. Froop. Are you suggesting—— 

Mr. Suarp. I do not think the Navy has even that kind of plan. 

Mr. Froop. T would like to hear from the Navy about that. 

Mr. Swarr. Maybe they do. We can hear about that from the Nav y. 

Mr. Froop. I would like to get the N: avy on that. 

Mr. Sarr. Regardless of what the Navy has, we cannot keep a 
ready force in being and not use it to the extent that we can use it fo 
the hauling of goods and people in good conscience, as I have said 
many times before today. 

If we spend 75 percent of this commercially we would have to be 
boring holes in the air and wasting the taxpayers’ money right and 
left. 

Mr. Fioop. I am not quarreling with what you say must be done, un- 
der any circumstances. That is the premise on which I am asking 
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the question, but I insist that the United States Navy must be and is 
as alert to the minute as any part of the Department of Defense or 
as any aircraft or as anybody in the United States Air Force. There 
is no branch of this service—Army, Navy, Air Force, or Marine—that 
does not have the same requirement of instantaneous availability for 
duty in case of the outbreak of hostilities, or E-day—which is a new 
gimmick—and_ I deny that the United States Navy must not be as 
available as the Air Force under the same circumstances. That being 
the case, and they return 75 cents and you return 25 cents, you are 
now going to tell me why. 

Mr. Suarp. I thought I told you why several times before today. 
I do not know why the Navy can do it on 75 cents, but I know why 
we cannot. 

Mr. Fioop. That is fair enough. The Navy will tell me why they 
can. 

Mr. Swarr. As I pointed out, we have to maintain a military- 
trained organization which can immediately start into operation in 
a matter of minutes in the support of the SAC. While we have this 
organization, we could use all of the goods and people that we carry 
for the Department of Defense and 100 percent of them could be 
carried commercially. A hundred percent of the money could go 
commercially and we could let the Air Force bore holes in the air. 

I do not think we would want to do such a thing, however. 

Mr. Froop. You have stated that at least 11 times today. 

Mr. Swarr. We have. 

Mr. Fioop. I am just naive, but I am under the impression that 
the United States Navy must do exactly the same thing as the Air 
Force under the same circumstances as far as readiness is concerned. 
If that is true, I ask the question—— 

Mr. SuHarpv. | cannot answer for the Navy but I have given you 
our reasons. 

Mr. Froop. You can understand why I would be curious ? 

Mr. Swarr. Yes. 

Mr. Froop. Does not the TAC operation go into combat zones? 

Mr. Suarp. Yes, sir. 

Mr. Froop. MATS does not? Except as in the sense that any 
combat zone in the next war would include the bridge down here? 

Mr. Suarp. That is right. 

Mr. Fioop. Keeping in mind what we mean when we speak of com- 
bat area—generally speaking among people like us—MATS does not 
go into a combat zone. SAC does and TAC does, but you are not quite 
civilian and not quite combat. Are you not in between someplace ? 

Mr. Suarp. That is true. We are in support of combat zones. Ac- 
tually, we do not drop a bomb like TAC or SAC, if that is what you 
mean. We do not carry guns on our airplanes to shoot with. We are 
a support item. 

Mr. Froop. I have often wondered if in the next war whether you 
should not have some armor or armament. 

Mr. Suarp. Maybe we should. 
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EMERGENCY USE OF COMMERCIAL AIRLINES PILOTS 


Mr. Fioop. I have often wondered about that. 

You very fairly and properly made a statement with reference to 
the civilian airline pilots and the patriotism and ability to perform, 
all things being equal, of your civilian reserve personnel who are now 
on the payroll ‘of the civil airlines. I compliment you for that. I do 
not know what the reaction will be, very frankly. We wer » appalled 


to get one here, 2 or 3 years ago, w hich raised a question on that point. 
That is W hy I used the mere sh: ant marine analogy. 


Iam going to submit here statements made by ( reneral Eisenhower 
with reference to the merchant marine and Navy and letters and a com- 
munication from the civilian airline pilots officers with which I am 
sure you will concur on just that one point. I got them because I did 
not know what I was going to get from you. 


(The documents r eferred to are as follows: :) 


Every man in this Allied Command is quick to express his admiration for the 
loyalty, courage, and fortitude of the officers and men of the merchant marine. 
We count upon their efficiency and their utter devotion to duty as we do our own. 
They have never failed us yet, and in all the struggles yet to come we know 
that they will never be deterred by any danger, hardship, or privation. 

When final victory is ours, there is no organization that will share its credit 
more deservedly than the merchant marine. 


Atr LINE Priors ASSOCIATION, 
Chicago, Ill., November 25, 1957 
Hon. JAMES H. DovueG.as, 
Secretary of the Air Force, 
Washington, D. C. 


DEAR SECRETARY Dovucias: We have noted from statements of various indi- 
viduals in Government concerned with national defense that some uncertainty 
exists as to the availability of civil air crews for air transport flying in the 
event of a national emergency. We have concluded that some people in Govern- 
ment have doubts as to the ability of our Defense Establishment to rely upon 
the civil air crews for immediate service in air transport in the event of a na- 
tional emergency situation, and this letter is written in an attempt to allay 
any such fears. , 

As you may know, this association is the legal representative of practically 
all of the commercial airline pilots employed by United States air carriers. 
Our present membership consists of more than 13,000 currently qualified and 
active airline pilots and another 4,000 inactive members. In addition to our 
other functions, we are the collective bargaining representatives for our mem- 
bership and hold current collective bargaining agreements with the air carriers 
with whom they are employed. 

We have always assumed that one of the basic and fundamental responsi- 
bilities of the airline pilot is to provide essential air transport for the defense of 
this country. Our members have always felt that they were subject to im- 
mediate call to provide essential service and that they are part of our Defense 
Establishment. The policies of this organization have been predicated on this 
assumption. 

Our record substantiates the foregoing. In World War II, the Berlin airlift. 
and the Korean airlift, the airline pilots responded immediately. Ever since 
the conclusion of World War II, our representatives have been active in mobili 
zation planning in order that the requirements of national defense by civil 
air transport may be fulfilled in an orderly and adequate manner. With the 
conclusion of a number of minor problems still outstanding in the mobilization 
planning, we see no difficulty whatsoever in meeting the requirements of the 
CRAF program that civil air pilots be available for service on 48-hour call and 
even believe that this period could be reduced with proper planning. In addi 
tion, as you may know, more than half of the present airline pilots are currently 
serving as copilots but these men are qualified commercial pilots of « 
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It is hoped that the foregoing statements will be of help to you. In addition 
I would be very happy to discuss this entire matter with you at any time that 
you desire. 
Sincerely yours, 
CLARENCE N, SAYEN, President. 


TRAINING CIVILIAN PILOTS 


Mr. Fioop. Can you supply for the record data on how much it costs 
to train a civilian pilot to the level of experience and proficiency to 
command a transport plane 4 

Mr. Suarpe. I cannot answer that now, but I am sure that we can 
provide it for the record. 

(The material referred to follows :) 

The following information was furnished to the Air Force by the Air Transport 
Association : 

Average costs throughout the industry 


Item 1: Checkout on 4 types of aircraft for captain, 8 to 10 years 


OF WiipWieeinside a ee eS ae i i eek ew --. $22, 500 
Item 2: Basic copilot tr aining and CUOUNOU 645 asusbasecee eee 5, 000 
Item 3: Training and checkout all aircraft types for copilot over period 

GL 8 to TO WONTRs se ee ee Ue tented cesar _ 10, 000 
Item 4: Captain checkout on turbine-type aircraft, including ground 

training.  @te. cn. ose da Bee ee ee eee 11, 000 

ig a ath pes a Nh a a 48, 500 


There has been no inclusion of costs for extended navigation training, which 
is required by some carriers for some types of specific flying as part of the basic 
training for captains and copilots. No inclusion of costs is made for the transfer 
of personnel; such as the movement between bases. There is no evaluation or 
inclusion of payload losses which would normally be figured as weight of the 
crew and baggage in replacing payload. Any such payload losses would vary 
considerably. Actually a conservative cost on the investment in an airline captain 
would be a minimum of $50,000. 

Mr. Fioop. Mr. Sayen, the president of their outfit, estimates $200,- 
000 each. He made that statement a couple of months ago to the House 
Government Operations Committee. He said $200,000 for that pur- 
pose and I would like your opinion, one way or the other, on that. 

Mr. Srarp. Yes, sir. 

Mr. Froop. I do that for this purpose: On training costs, the value 
of flight crews alone available to the national defense is estimated at $2 
billion by them. See how close you come to that. 

Mr. Suarp. Yes, sir. 

Mr. Frioop. Do you have any estimate, and it would have to be that, 
what it costs the civil airlines to maintain this pilot? Let me say it 
this way: Do you have any idea what it costs as a matter of an edu- 

cated guess for the civil airlines to maintain this pilot efficiency, using 
the word “pilot” in a plural sense. 

This is one I do not have the answer to. 

Mr. Suarp. I do not have the answer to that. 

I would be interested in knowing the answer to it myself. How 
many of the pilots on civil airlines have been trained in the Air Force? 

Mr. Froop. That would be part of it. 

Mr. Snare. That would be an interesting question because I think ¢ 
great majority of them probably have. I think it is an additional type 
of subsidy we are offering the airlines. 
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Mr. Foon. I have hundreds of questions here and that is the one 
I do not have an answer to. Nobody put a glove on it. That was one 
of the things they raised, too. 


COMMERCIAL FLYING COMPARED TO PROFICIENCY FLYING FOR MATS 


This is an opinion and probably had better come from the Air Force 
instead of you, but do you agree that flying for commercial airlines 
keeps these pilots that we are talking about in as great a state of effi- 
ciency as flying for MATS 

Be careful of that. Do not take the answer to that one off the top 
of vour head. 

Mr. Starr. I would like to ask General Birchard to answer that. 

Mr. Frioop. They have very set opinions about that. 

What do vou think ? 

General Brrcnarp. We think that generally speaking they are in a 
fine state of readiness as a result of their day-to-day commercial 
flying. 

Mr. Froop. They go about that far themselves. That is about what 
they say. 


MSTS NUCLEUS FLEET NOT COMPETITIVE WITH COMMERCIAL LINES 


Admiral, do you have any explanation as to why the Navy does not 
fee] it necessary to run Government-operated and Government-owned 
ships with parallel lines to commercial vessels on all routes in the 
world? Do you think that you have to duplicate the merchant 
marine ¢ 

Admiral (GFANO. No, sir: we do not. We use them to the extent of 
about 65 percent for outbound cargo to run on their own established 
lines. Our nucleus fleet complements that and may go over the same 
route, if the commercial lines do not have enough capability. 

Mr. Frioop. You are wedded to this nucleus theory ? 

Admiral Gano. Yes. sir. 

Mr. Fioop. More power to you. 

I have the opinion—TI might mention that the Maritime Commission 
Subcommittee on Appropriations is where IT wear another hat and 
vou cannot get those people interested in this thing at all—the com- 
mereia] airline people are kicking your door in and you are not safe 
walking down the street. The commercial shipping people do not 
know what all the shooting is about. T know half of them did not 
know this business was around. Maybe T have caused you some trouble 
but it is a strange thine. There seems to be such a close analogy and 
vet the commercial shipping people are not upset about this at all. 
The commercial airline people are raising the roof about this MATS 
business day and night with everybody. I cannot understand that 
difference. 

I must at this time express my personal appreciation to the chair- 
man of this subcommittee, Mr. Mahon, and to the other members of 
this subcommittee, who have put up with me since 11 o'clock this 
morning. It is a very typical and a very gracious expression of co- 
operation for which I am very grateful and flattered, and T also wish 
to say to the witnesses of all branches of the service who have ap- 
peared here today—not because of my conduct of the hearings—but 
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the general presentation, attitude, and performance of all branches, 
Mr. Chairman, has never been exceeded here in my experience. 

Mr. Manon. I have not heard all of it but the part I have heard has 
been exceptionally good. 

Mr. Fxoop. That is right. 

Off the record. 

(Discussion off the record.) 

Mr. Froop. There was one other thing that I talked to Admiral 
Radford about last year and to which the N vavy never replied. I had 
a conversation with James Forrestal on airlift at his residence before 
he died. That was the first time I ever heard the word used and then 
subsequently a friend of his supplied me with a statement which he 
made. 

I asked the Air Force about it last year and they did not know where 
it was. I know where the statement is. It is in Washington. 

In that statement he set forth his estimate at a time when he was 
Secretary of Defense. He did not do this to me but officially later 
at a dinner party at his house and that was the basis of his speech. 
There were no military people there at the time except him. 

Anyway, I got a copy of it and I took it up there and read part 
of it fo Admiral Radford and this Air Force colonel in which he spoke 
about 8 billion tons for the necessity of airlift. Yet the Air Force to- 
day at its happiest is 50 percent short of anticipated air-mile tonnage 
for this pur pose that James Forrestal was talking about 10 years ago. 
Are we less airminded than sheer was? 

I will put that in the record. I do not mean the statement but my 
analysis of it so it will be available. 

(The material referred to follows :) 


Airlift deficit—(requirements versus available airlift) 


Ton-miles per year * 


1. Secretary Forrestal’s M-day requirements for airlift__ 8, 500, 000, 000 





Minus: 2. MATS capability (actual lift by MATS) ?__-_--_-__- . 655, 000, 000 
Minus: 38. United States civil airlines capability (actual lift by all 

eoimeetia) Hane Fons ne ee tes tte tenbapes 8, 000, 000, 000 

Combined military and civil capability___._.______- 3, 655, 000, 000 

eerwerts 6. A Twuaes : eRe. 33 ha ee eee eee 4, 845, 000, 000 


11 ton-mile=—1 ton flown 1 mile. 
2 Source: House hearings on Air Force appropriation for 1957, pp. 1559, 1560. 
Assuming MATS airlift were to double and civil airlift were to increase by 50 
percent under wartime or emergency conditions, and assuming no reduction in 
airlift capability from enemy action, etc., the balance sheet would then be: 
Ton-miles per year? 
1. Secretary Forestal’s M-day requirements for airlift___ 8, 500, 000, 000 
Minus: 2. MATS capability (doubling actual figures on traffic ac- 
COME Titbed by SEAT) aceite ee betes creased 1, 310, 000, 000 
Minus: 3. United States civil airlines capability (adding 50 per- 
GRRE Se TRS MOCWRE TIN) oe nn ee 4, 500, 000, 000 





Maximum military and civil lift.-__......_..____- 5, 810, 000, 000 
Leaves: 4. Airlift deficit under very favorable assumptions_____ ~~ 2, 690, 000, 000 





DETERMINING SIZE OF AIRLIFT 


Mr. Srarp. Mr. Flood, I really feel that the Joint Chiefs of Staff, 
in trying to make their decisions in airlift matters, leave a most diffi- 
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cult task. I know that the Army really feels it needs the amount of 
airlift that it requests. I know that the SAC really feels that it 
needs the amount of airlift that it requests. I know that the Air De- 
fense Command says it does not have half as many airplanes as it 
needs and I am sure that the Navy says the same for submarines. 

The job of the Joint Chiefs of Staff in making their deci isions must 
be a terrible thing. The only thing I can say about MATS is that 

after considering the overall problem of what we have to do, they 
then have to decide MATS must be a certain size. I cannot quarrel 
with it. I do not know the overall picture of how many bombs are 
needed, where, when, nor do I know the whole strategic picture. 

We suggested maybe that we ought to have a much larger MATS 
so we could do the airlift. If we did, we would have a problem again 
on the other side with people saying that MATS is growing too big 
and getting too large. 


ARMY NEED FOR AIRLIFT 


Mr. Fioop. Let me interrupt with a very interesting observation. 

I have asked for a paper to be prepared. I am a great one for 
asking for things free. I asked for this from one of these long-haired 
do-good institutes. I got a lot of questions set up for them and they 
prepared a lot of this material. I have asked them to give me, one, 
information about taking the air transport craft after they get the 
proper kind, taking it away from the Air Force altogether, and giv- 
ing it to the Army Air Arm. If he has to worry about this thing, 
let him have the aircraft and then you can forget about it. 

The Air Force is busy with missiles and general war. If he has 
a brush fire he has to put out, let him take his aircraft and fly them 
wherever they have to go and then put them back. Don’t bother 
the Air Force. 

Mr. Suarr. I am sure it would be a consideration that the Joint 
Chiefs would have to solve and also that the Secretary of Defense and 
the President would have to solve. 

Mr. Fioop. Understand, on this side of the table we do not consider 
the Joint Chiefs of Staff as minor deities. We do not consider them 
infallible. I do not see where the Secretary of Defense and the Joint 
Chiefs of Staff are infallible. I ama Member of Congress and I have 
a different problem. 

I do not want to run the Army or the Air Force, but we have con- 
stitutional responsibilities that we are going to get tangled in with 
on the President’s request any minute and this airlift, I am convinced 
the United States Army can fight for the United States and for the 
world and for everybody exe ept the United States Army. They have 
done a poor job of taking care of themselves at the Joint Chiefs of 
Staff level on this question of airlift. 

We have heard testimony here from the Joint Chiefs on the question 
of the carriers and the bombers and it came down to this: You scratch 
my back and I will scratch yours. 

They said, “You give me carriers and I will give you bombers.’ 

Then the Army is sitting there with its foot in ifs mouth and th 1eV 
have nothing. That is what happened. 

As Mr. Mahon developed that at great length, there is no proper 
discussion or presentation or analysis of these matters by the Joint 
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Chiefs of Staff on something which is so basic and fundamental as 


-arriers and bombers. That is what happened and they told us that, 
the three of them sitting there. 


Do you wonder why we are not sure what is going on? 
That was not published but that happened. 


CONGRESSIONAL INTENT WITH RESPECT TO USE OF UNITED STATES AIR 
CARRIER 


Mr. Chairman, it will be recalled that in the calendar year 1956, 
for the first time in its 8-year history, MATS was called on the c arpet 
before our Committee on A ppropri itions to justify its funds and to 
explain its continuous resistance to the policy recommended by the 
Hoover Commission and President Eisenhower’s Air Cvordinating 
Committee report on Air Policy that the Government should adjust 
its policies so as to use existing unutilized capacity of United States 
air carriers before authorizing transportation on Government-owned 
and Government-operated transportation which is MATS. 

For the record, Mr. Chairman, I would like to insert at this point 
the very strong language in House Report 2104 on the Defense Depart- 
ment appropriations for the fiscal year 1957, together with extracts 
from related House and Senate reports and a letter dated August 3, 
1956, signed by yourself, Chairman Mahon, for our House Subcom: 
mittee on Defense Appropriations and also by Senator Chavez, agree- 
ing that the language on pages 45 through 47 of House Report 2104 
should be considered a joint expression of the intent and desires of the 
two Committees on Appropriations and pointing out that both the 
House and the Senate committees endorsed the statement from the 
President's Air Coordinating Committee report that: 

The Government should to the greatest extent practicable, adjust its use of 
air transportation so as to use existing unutilized capacity of United States air 
-arriers. 

(The material referred to follows :) 

CONGRESSIONAL INTENT 


(As expressed in reports of House and Senate Committees on Appropriations 
regarding policy to be followed by the Department of Defense in using com- 
mercial air transportation and regarding the Military Air Transport Service 
(MATS) ) 


1. House Report 2104, 84th Congress, 2d session, May 3, 1956, on Department of 
Defense Appropriation bill for fiscal year 1957, pages 45-47 : 

“The Military Air Transport Service has, for some time, been one of the most 
controversial activities of the Air Force. The controversial aspects of this service 
result primarily because, to some extent, it is competitive with commercial air 
facilities. MATS, as the Military Air Transport Service is called, is an integrated 
Air Force Command providing strategic airlift, technical services, and a global 
air route system. Since it was originally organized in 1948, it has been the sub- 
ject of much comment and numerous studies and recommendations. Several 
years ago, the Committee on Appropriations recommended that the Air Transport 
portions of MATS be set up under an industrial-fund-type operation. The last 
so-called Hoover Commission has made a similar recommendation. The Presi- 
dent’s budget for fiscal year 1957 contained a provision for placing the air trans- 
port portion of the MATS operation on an industrial fund basis during that year. 

“The MATS organization is an enormous operation supporting more than 
110,000 miles of global air routes, and employing approximately 105,000 military 
and civilian personnel. Of this total, over 16,000 are civilians. It should be 
pointed out, however, that approximately 63,000 of those employees are assigned 
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to technical services and independent units of the MATS operations, and that 
only 42,000 are assigned to the air transport activities. MATS has 506 four- 
engine aircraft of the C-54 and larger variety assigned to the transport mission. 

The total operating costs for fiscal year 1955 are reported to have been about 
$560 millions, of which approximately 40 percent was for technical services, 22 
percent for base support, 30 percent for strategic transport operations, and the 
remainder for miscellaneous activities. 

“From the foregoing data, it is evident that the MATS operation is one of the 
major commands of the Department of the Air Force. It is also evident from the 
testimony given the committee that the mission assigned to MATS is of major 
strategic importance. It is more than just a convenient air transportation sys- 
tem. It is a significant portion of our overall Air Defense Forces. Because of its 
size and the complexity of the problems involved, witnesses from the Air Force 
stated that it would be impossible to accomplish conversion of the air transport 
phases of MATS to an industrial-fund-type operation during fiscal year 1957. 
Therefore, the committee is not providing the necessary funds for this purpose 
during fiscal year 1957. Nevertheless, it is expected that the agencies of the De- 
partment of Defense will continue to work toward the objectives of setting up a 
consolidated air transport organization which can be placed under an industrial 
fund method of operation. The committee strongly favors such procedure. 

“As noted in the previous paragraph, the committee recognizes the strategic im- 
portance and necessity of a strong MATS type of operation. At the same time, 
the committee notes that it is apparent that commercial air facilities, including 
scheduled and nonscheduled airlines, are an essential part of the overall mobili- 
zation transport strength of the United States, and as it has been stated by Air 
Force representatives, will provide a major part of the ability of the Nation to 
meet the huge demands for transport in the event of a sudden war emergency. 

“Because of the significant role that the Military Air Transport Service plays 
in our mobilization, the committee does not desire to set an arbitrary limit on 
the size of the MATS operation. However, it is the opinion of the committee 
that the Air Force should give attention to handling its air transport business 
in such a way as to assist in keeping the nonscheduled and other airlines in a 
reasonably sound financial and operating position. In this regard, President 
Kisenhower’s Air Coordinating Committee 1954 report on Air Policy (p. 17) had 
this to say: 

“The Government should to the greatest extent practicable, adjust its use of 
air transportation so as to use existing unutilized capacity of United States air 
carriers.’ 

“The committee strongly endorses that statement. 

“As was stated in the hearings, the committee will require complete annual 
operating statements from the Air Force and the MATS organization for con- 
sideration in connection with the annual appropriation requests. At the time 
of the fiscal year 1958 hearings, it is expected that the Air Force will have a 
firm statement on its plans for industrialization of the air transport organiza- 
tion. The statement to be prepared for the committee should contain firm in- 
formation with respect to the following points: 

“(1) The basis for determination of the number of aircraft to be assigned to 
the consolidated air transport organization. 

“(2) The number of hours, by type and model, that it is planned to fly the air- 
craft assigned to the air transport organization during fiscal year 1958. 

“(3) The policy to be followed with respect to the assignment of cargo and 
passengers to the air transport organization and commercially operated air- 
craft. 

“(4) The routes to be regularly serviced by the consolidated air transport or- 
ganization. 

“(5) The policies to be followed in contracting for commercial airlift. 

“(6) The policies to be followed in dividing Department of Defense peace- 
time traffic between the consolidated air transport organization and commercial 
carriers. 

“(7) The policies to be followed in leasing aircraft owned by agencies in the 
Department of Defense to private operators. 

“(8) The extent to which transport-type aircraft are to be retained by 
other operating elements of the Department of Defense and the purpose for 
which such aircraft are to be utilized. 

“(9) A statement of accounting principles to he followed in determining the 
costs and the method by which the using agencies are to reimburse the in 

dustrial fund operation.” 
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al, 
ment of Commerce and related agencies appropriation bill for fiscal year 1957 
(p. 4): 

“For a number of years the committee has been concerned about the necessity 
for the Military Air Transport Service to occupy a considerable portion of the 
airport. With the constantly increasing demands being placed upon this air- 
port by civilian traffic, the committee is at a complete loss to understand how 
responsible officials of the executive branch can continue to allow this situation 
to exist. The committee feels that the Secretary of Commerce should insist that 
the Military Air Transport Service be located at some other field convenient to 
Washington.” 

3. Senate Report 2039, 84th Congress, 2d session, May 23, 1956, on Depart- 
ment of Commerce and related agencies appropriation bill for fiscal year 
1957, page 5, commends congressional efforts “to achieve increased commercial 
air carrier revenue, with accompanying decreases in subsidies, by pressing for 
curtailment of MATS services, where commercial service iS available.” 

Page 4: “The committee joins with the House committee in its statement 
that the Secretary of Commerce should insist that the Military Air Transport 
Service be located at some other field convenient to Washington to relieve the 
increasing demands being placed upon Washington National Airport by civilian 
traffic.” 

4. Senate Report 2260, 84th Congress, 2d session, June 18, 1956, on Depart- 
ment of Defense appropriation bill for fiscal year 1957, page 8: 

“* * * the committee wishes to make it clear the the Department of Defense 
should, in the future, utilize the services of commercial transportation to the 
fullest extent possible when it is more economical, and that in evaluating relative 
eosts of transportation, the Department should recognize the element of time 
saved as an important factor.” 

The Department of Defense appropriation bill (H. R. 10986, 84th Cong.,, 
2d sess.) for the fiseal year 1957 was considered in the conference commit- 
tee (H. Rept. 2529), passed by both Houses, and signed into law as Publie 
Law 639, 84th Congress, 2d session, July 2, 1956. 


2. House Report 2076, 84th Congress, 2d session, April 27, 1956, on Depart- 


UNITED STATES SENATE, 
Washington, D.C., August 3, 1956. 
Hon. CHARLES E. WILSON, 
Secretary of Defense, 
Washington, D. C. 


Dear Mr. SEcRETARY: During the recent conference by Senate and House 
managers on the Department of Defense appropriation bill for 1957, the subject 
of Military Air Transport Service was discussed at some length. The committee 
of conference agreed to express its position in this manner in a joint commu- 
nication to you and empowered the undersigned to act in its behalf. 

The agreement, in substance, reiterates and endorses the statements on MATS 
as contained on pages 45 through 47 of the House report on the bill (No. 2104), 
which statements should be considered as a joint expression of the intent and 
desires of the two Committees on Appropriations. 

We would like to see MATS converted to an industrial fund basis at the earliest 
practicable date and on a basis to insure efficient and economical operation. 

Without deemphasizing any portion of the House report herein referred to, 
we wish to quote the following from page 46, which is a statement from the 
President’s Air Coordinating Committee 1954 report on Air Policy : 

“The Government should, to the greatest extent practicable, adiust its use 
of air transportation so as to use existing unutilized capacity of United States 
air carriers.” 

Sincerely yours, 
DENNIS CHAVEZ, 
Chairman, Subcommittee on Department of Defense Appropriations. 
United States Senate. 
GEORGE MAHON, 
Chairman, Subcomimttee on Department of Defense Appropirations, 
House of Representatives. 


Source: House hearings on Department of Defense appropriations for fiscal year 1958, 
pt. II, p. 1703. 
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Mr. Fioop. You will remember, Mr. Chairman, as I am sure all 
the other members of the committee will, that before these documents 
which I just inserted were agreed to by our House committee and by 
our friends in the other body, and in the conference committee, there 
were severa! hundred pages of testimony given by the MATS people 
and the Air Force people as to why the Congress should not lay down 
a policy that the unused space on commercial lines should be made 
use of by the Government Da using Government-owned and Gov- 
ernment-operated airlines. 

It is quite obvious from the language of the House and Senate re- 
ports and the conference report on the defense appropriations for fiscal 
1957 that the Congress did not agree with what the MATS people and 
the Air F orce people hi ad to say 2 years ago. 

So we laid down the policy that they should make use of the unused 
space on commercial lines. 

Then last year, we had a hearing to see, among other things, if the 
Defense Department had actually ‘done much about the congressional 
intent expressed in the above documents. 

The hearings last year went over rather familiar ground, with the 
MATS people and the Air Force people telling us that the Government 
should fill up MATS first before using commercial planes, and wit} 
those of us who had supported the polic; y laid down in House Report 
2104, it is my recollection it was unanimous, pointing out that the Con- 
gress had said that the unused space on commercial lines should be used 
before MATS was filled up. 

To forestall the possibility that the Air Force might, on July 1, 
1957, pretend that the Congress had forgotten all about the policy laid 
down the preceding year, ‘T dise ussed the matter on the floor of the 
House with my distinguished chairman, Mr. Mahon, who reaffirmed 
the language in the report of the previous year in regard to MATS 
(H. Rept. 2104), and again to keep the record straight, I would like 
to insert the exchange on the floor last year at the time of the passage 
of the Defense Department appropriations for 1958 on May 27 through 
May 29,1957: 

(The excerpts from the Congressional Record referred to follows :) 


{From Congressional Record, May 27, 1957] 


‘ 
= J 


Mr. FLoop. The gentleman has been reading my speeches. I agree with you. 

Now, I would like to direct my remarks to one phase of the Air Force bill, 
although it comes under the general heading of defense as well. One of the 
most controversial phases of our entire Defense Department is the Military Air 
Transport Service known affectionately as MATS. Now, Secretary Wilson and 
the other civilian Secretaries came to us in the last 2 or 3 years and they have 
been sending us vast lists of where they are putting the Government out of com- 
petition with private business. Now, everybody on the Appropriations Sub- 
committee for Defense is in favor of that. We have eliminated popcorn machines 
and shoeshining machines; we have eliminated beauty parlors: we have elimi- 
nated all kinds of paint and other factories. So we are consistent with the 
best wishes of a businessman’s administration for whom our heart bleeds in 
putting the Government out of competition with business. I am for that. Every- 
body is for that. And we did it. And yet here, in this Military Air Transport 
Service—and it is not chickenfeed—you have the United States Government in 
competition with commercial airlines by at least $500 mlilion a year. 

The commercial airlines are no great friends of mine; because, when I served 
on the Appropriations Subcommittee for the Department of Commerce, with the 
gentleman from New York [Mr. Rooney] we went to bat to cut out their subsidies. 
So I am not a very popular fellow with them, either. And we succeeded in 
doing it. They can use their own money. This House did it. 
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But if you want to take the Government out of competition with business, 
and you mean it, here is where you can do it providing, in the course of it, 
you do not even indirectly endanger the national security or the national defense 
by interfering with the operations of the Air Force. If you do that, then I am 
against it. But my information is that you do not, if you exercise merely the 
rule of reason; that the Air Force should control their aircraft and have as 
much of it as they need, where they need it, and when they need it. I am for 
that. But you can have a reasonable difference of opinion as to what con- 
stitutes how much and when and where. 

We believe that in the best interests of national defense, a greater amount of 
military traffic, cargo and people, should be contracted for by the Department 
of Defense with commercial air carriers. Why not? If they cannot carry them, 
then do not give it to them. If they cannot buy their aircraft and maintain 
them properly, then do not bother about it. But if they can, if they will buy 
their own aircraft and maintain them and fly them safely and more cheaply— 
and for the purpose of emphasis I repeat “more cheaply,” much more cheaply 
than the Air Force—then if those facts are correct, it is difficult for me to under- 
stand why these commercial airlines, businessmen in a business administration, 
great contributors, should not have a reasonable opportunity to engage in that 
transportation. 

Last year this subcommittee, after an exhaustive examination, and again 
this year with a special investigation and long hearings, 610 pages of hearings 
on this question, had this to say. And I would like to have the chairman re- 
affirm the language which was the gist of a 2- or 3-page statement we made last 
year, because I do not want the Air Force on July 1, if this language is not in 
the report or in this Record, to pretend that we forgot about it. This is the 
language from the Hoover Commission report and it is the language from the 
committee’s and Senate report of last year. I shall read it and I hope that the 
gentleman from Texas [Mr. Mahon] will agree that again, for the purpose of 
emphasis if for no other reason, and to protect our flanks, the language be re- 
affirmed. This is the language: 

“The Government should to the greatest extent practicable adjust its use of 
air transportation so as to use existing unutilized capacity of United States 
air carriers (H. Rept. 2104, 84th Cong., 2d sess., p. 46).” 

What in the world is the matter with that, and who possibly could object to 
it? For that reason, because of his sound judgment, I am sure the gentleman 
Texas would concur. 

Mr. Manon. Mr. Chairman, will the gentleman yield? 

Mr. Fioop. I yield to the gentleman from Texas. 

Mr. Mauon. As I understand it, the gentleman from Pennsylvania is sug- 
gesting that we agree that our view and our statement in the report of last 
year for the current fiscal year for the defense budget with reference to MATS 
is still the view and opinion of the committee. I believe the view and opinion 
of the committee is still as we expressed it in the language we used in the report 
last year. I wish to assert very strongly that it is my own view that we should 
favor civilian aircraft as long as we can do so without jeopardizing the neces- 
sary military air transportation. I strongly support and reaffirm the language 
in the report last year in regard to MATS and I have so notified Air Force 
officials. 

Mr. Fioop. The highest form of compliment I could pay to the gentleman from 
Texas is to say I could not have said that better myself. 

The very distinguished gentleman from Texas [Mr. Mahon], who is the chair- 
man of the Defense Appropriations Subcommittee and floor manager of this 
bill, has clearly expressed the sense of our committee and I know that we all 
expect the Defense Department to reduce its expenditures on MATS and other 
Government-owned air transport activities and devote these funds to making far 
greater use of United States air carriers. 

More extensive use by the military of United States air carriers, as is being 
directed by our committee, will result in considerable net savings to the Ameri- 
can taxpayers, as well as a reduction of Government competition with private 
tax-paying business. 


[From Congressional Record, May 29] 


Mr. Fioop. Mr. Chairman, I move to strike out the last word. 
Since we are about to leave the Army I would like to reemphasize if I may 
my concern over the lack of adequate airlift for the purpose of transporting 
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combat army divisions to one or more theaters of operation should the neces- 
sity arise within a matter of a few days rather than the weeks or months 
that have been indicated by the Chiefs of Staff. 

Mr. Chairman, I arise in support of the general position taken on this ap- 
propriations bill by the illustrious chairman of our Committee on Appropriations, 
the very distinguished gentleman from Missouri [Mr. CANNoN], and the chair- 
man of the Defense Appropriations Subcommittee, the very distinguished gentle- 
man from Texas [Mr. Manon]. 

I am not impressed by the argument of those few persons who oppose the basic 
cuts made in the bill on the grounds that we are cutting into muscle. The 10 
million and more Americans who have been drafted into service in the Army 
and Navy and Air Force all know from their own experience how wasteful these 
three services can be. Wasteful of time—usually the soldiers’ and sailors’ 
time—and wasteful of money—the taxpayers’ money, of course. 

Let me give you an example of a $110 million boondoggle which was unearthed 
at our Defense Subcommittee hearings, which I know particularly well because 
it was I who conducted most of the cross-examination. 

We found that in the first year of the Eisenhower administration Congress ap- 
propriated $110 million for the purpose of buying a fleet of planes capable of 
earrying Army tanks. The general concept was a sound one and approved by 
the Congress and frequently advocated by numerous Members including myself: 
the idea of a highly mobile Army. Our idea was that if trouble were to break 
out in Vietnam, we could have a division of troops there with their guns and 
tanks within 24 hours. If trouble were to break out in Suez or Syria we could 
have a division of troops there with their guns and tanks within 24 hours. We 
wanted, and still want, aerial fire brigades capable of putting out brush fires 
in any part of the world; yes, capable of putting out 3 brush fires at once, even 
in 3 different parts of the world at the same time. 

The congressional concept was a sound one, what happened to it? 

In the second year of the Eisenhower administration a reprograming confer- 
ence was held by certain leaders of the Defense Department. Those of us who 
are familiar with these bureaucratic words, please read the words “misappropria- 
tion of the funds” as being the real meaning of “reprograming.” 

So these men, in this second year of the Eisenhower administration, sitting 
there in their infinite wisdom, reprogramed out the aerial tank carriers and 
took the money that had been appropriated for those aerial tank carriers and 
used it to buy 6 dozen plushed up DC-—6 passenger planes instead. 

Now, gentlemen, do not worry; our committee was told by the Pentagon 
people that the gentleman from Pennsylvania, Congressman Flood, was mis- 
informed and that these were not plushed-up passenger planes at all, but that 
they were cargo planes designed to accomplish serious military missions. Being 
challenged as to my facts, I sought to get out the facts. I asked the General 
Accounting Office to send a squad of photographers up to McGuire Air Force Base 
in New Jersey and bring back photographs of the interiors of each of these DC-—6’s 
so that we might let the members of the Defense Appropriations Subcommittee 
judge for themselves whether they were plush jobs or whether they were aerial 
trucks. 

I hold in my hand a photograph, one of the ones taken by the General Account- 
ing Office, showing the interior of these DC—6’s. Please notice the built-in seats. 
The neat linen headrests on each seat. Thick carpet, hatracks, the ashtrays, the 
shiney galleys capable of serving up to 10 different kinds of hot meals, reading 
lamps, the curtains on the windows, and so forth; this is strictly first-class plush 
stuff, nothing but the best for all those military people who are riding on these 
planes between the Atlantic coast and Frankfurt, Germany, and Paris, France, 
6 round trips a day. 

And what use are these plush jobs in event of war? Practically none. Let us 
bear in mind the original purpose of our appropriation 4 years ago to purchase 
a fleet of planes capable of carrying Army tanks. Will these planes carry Army 
tanks? I refer to page 1544 of our hearings on the Air Force appropriation for 
fiscal 1957, where it is definitely established that the MATS version of the DC-6, 
known as the C-118, the maximum cargo lift capacity is only 24,500 pounds and 
the door is only 10 feet 3 inches by 6 feet 5 inches. 

Now the Army tells me that the lightest tank that they have weighs 50,000 
pounds, almost twice the carrying capacity of the DC-6, and, if that were not so, 
the door to these plush jobs that the Military Air Transport Service is running 
is too small for the tank to be able to even get into the door. 
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Then we have experimental models T-92 tank of the Army, which weighs 
36,000 pounds, the lightest tank which we are likely to have in the next year or 
so, and it is still 11%4 times too heavy for these DC—6’s, and it also cannot get in 
the door. 

Now, there are other planes, such as the C-124, which can carry Army tanks, 
but these were thrown out in favor of these DC-—6 plush jobs. 

What is the result? There has been no increase whatsoever as a result of 
the spending of $110 million in the ability of the Air Force to carry divisions of 
the Army and their guns and tanks to trouble spots throughout the world. 

The taxpayers are out $110 million plus the annual maintenance on these 
planes which runs to many additional millions. And the commercial airlines 
have a “mad” on, because what do these DC—6’s do but MATS people start to 
grab off business such as the movement of wives and children of Army men 
stationed in Europe to fly them in these DC—6’s so that they will not be going 
half empty half the time, and this business which used to be bid out to nearly 
all United States air carriers has now been grabbed off by MATS. 

The situation is comparable to one in which one of the distinguished farmers 
of this body were to take $5,000 and give it to his daughter and say, “Please go 
and buy the best kind of truck that you can get for our farm which we can use 
to haul tractors and farm machinery about in.” The next thing he knows, 
there is a spurt of gravel in the driveway and there is his daughter in a shiny 
new Jaguar convertible. 

Now, I say to my farmer friends here in the House of Representatives, if 
your daughter reprogramed your $5,000 from a farm truck into a Jaguar con- 
vertible, at least I am sure that you would have brought her up well enough so 
that she would have a feeling of guilt about it and would try to do her best 
to make amends. 

Not so with the Air Force. They display no sense of shame whatsoever about 
this boondoggle. When confronted with the recommendations of the Hoover 
Commission, the directives of our congressional committee in House Report 2104 
of the 84th Congress, 2d session, inveighing against competition with private 
enterprise and general wastefulness of the taxpayers’ funds, these gentlemen 
in the Air Force say, “Well, we have got them now, and we are stuck with them, 
so we had best fill them up a little bit by taking business away from com- 
mercial airlines.” ' 

I say to them this type of logic reminds me of the child who murdered his 
parents, then begged clemency of the court on the grounds that he was an 
orphan. 

If our hypothetical farmer’s daughter made the mistake of blowing the $5,000 
with which she was supposed to buy a farm truck, all is not lost and it is not 
necessary that she continue to keep driving the Jaguar convertible around just 
because it has been purchased. A convertible car can always be sold or rented 
out and at least a good part of our hard-working farmer’s $5,000 recovered so 
that it can be applied to the purpose which it was originally intended for, that 
is, purchase of a genuine farm truck. 

So it is with these DC—6’s. Reading our House hearings on the Navy Depart- 
ment appropriation for fiscal 1958, particularly at page 28 and at page 34. I 
find that the Navy Department has caught the drift of our report of last year, 
and I quote the Assistant Secretary of the Navy: 


“The aircraft-lease program, which provides commercial carriers with aircraft 
temporarily excess to the Navy’s needs, has been further implemented during 
the last year. Twenty-three more transport aircraft, have been placed in service 
with carriers at least rates comparable to industry levels. Twenty-seven air- 
craft now on lease provide the Treasury with an annual return of $1,416,000 
while the mobilization capacity of the aircraft is maintained on an immediate 
basis.” 


In other words, the Navy Department is leasing out their DC-—6’s at a rate of 
about $20,000 a month and at the end of 5 years—and I think they have only 
2 or 83 to go—the planes will be 100 percent paid for so that the taxpayer will not 
be out of pocket and nevertheless they will be on 24-hour call ready for the Navy 
for immediate mobilization. 

But a different policy seems to obtain in the Air Force where that Franken- 
stein known as the Military Air Transport Service states: 

“The Air Force has no intention at this time of leasing more aircraft to car- 
riers. (House hearings on Defense Department appropriation, pt. 2, p. 1641.)” 


oe YE ERENT OEE RST eR 


oe 


erm ee 








a ee 


hat 


raft 
ring 
vice 
air- 
sy 


iate 


e of 
only 


| not 
Navy 


\ken- 


} car- 
41.)” 


een 


893 


Information on the same page indicates the Air Force has only 8 planes on 
least to commercial airlines in contrast to 27 


27 stated by the Navy, despite the 
fact that the Air Force has about 5 times as many such transport planes as the 
Navy has. 

Now, despite the fact that these 6 dozen plushed-up DC-6’s have very little 
value in moving Army divisions with their guns and tanks to battle scenes, the 
Air Force seems to feel that they have to hang onto them, operate them at the 
public expense, pilot them with people in blue suits on the Air Force payroll, 
have them greased and gassed by more people on the Air Force payroll with oil 
and gas paid for by the taxpayers and in general, try and justify themselves by 
a grabbing away of Government business which has usually been considered 
quite suitable for commercial airlines to handle. 

The Navy Department is quite right. Transport planes operated by commer- 
cial airlines are just as ready for immediate mobilization as planes which are 
operated by uniformed people at the public expense. 

For example, through several wars now, We have had experience with the sur- 
face merchant marine. We've learned that there is no reason at all to doubt the 
patriotism or quick reaction of these civilian sailors. 

By contrast, the MATS people put their whole case for having a huge Govern- 
ment-owned airline, and I refer to our Defense hearings, part 2, on page 1782, 
on the basis of “reaction time and responsiveness.” 

I submit that there is not much evidence in 6,000 pages of hearings to indicate 
that we have any reason to doubt reaction time, responsiveness, or patriotism of 
the civilian crews, pilots, copilots, navigators, stewards, and stewardesses of 
our civilian air merchant marine. 

If the sailors of our civilian merchant marine could make the dangerous voyage 
to Murmansk without having been in blue suits and having been on the Navy 
payroll for 10 years, ships also having been owned by the Government, we can 
count equally well on the civilian crews of our air merchant marine to make the 
flights to Frankfurt, Suez, or Saigon without having to be in Air Force suits or 
being on the Air Force payrolls for 10 years until the time has come for these 
emergency flights. 

So I say that here, in the cost of the taxpayers of approximately $1 billion a 
year of these Government-owned airlines, is a place where some substantial 
economy can be effected without any loss of wartime mobilization strength. 

If we place a greater degree of reliance on the civil air fleet and do what is 
needed to build up that civil air fleet instead of trying to tear it down by Gov- 
ernment competition, we will save the taxpayers millions of dollars and we will 
be just as ready, if not more so, for war. 

I refer Members to page 1785 of part 2 of our committee’s hearings on the 
Department of Defense budget for fiscal 1958, where I asked a question: 

“T would like the Air Force to supply a statement of how much of the total 
traffic carried by MATS in the most recent year available was traffic for which 
United States commercial airline service was available or could have been ob- 
tained? 

“Answer. All traffic by MATS in any year could have been transported, with 
certain exceptions, by United States: registry carriers.” 

I will not burden this Chamber with a recital of the other startling pieces of 
information available in the 550 pages of the hearings concerning the military 
use of commercial air transportation and the tendency to build empires with its 
own Government-owned airline. 

Last year our committee report—House Report No. 2104, 84th Congress, 2d 
session, pages 45-47—dealt at length with the Military Air Transport Service, 
as did the reports of the Senate committee and did the excellent letter of August 
3, 1956, signed by Chairman Chavez, of the Senate Military Appropriations Sub- 
committee, and our own Chairman Mahon for the House. 

I include relevant excerpts from the reports from the letter of the conference 
committee at this point in the Record: 


CONGRESSIONAL INTENT AS EXPRESSED IN REPORTS OF HOUSE AND SENATE COM- 
MITTEES ON APPROPRIATIONS REGARDING Poricy To Be 
DEPARTMENT OF DEFENSE IN USING COMMERCIAL AIR TRANSPORTATION AND 
REGARDING THE Minirary AIR TRANSPORT SeRvicE (MATS) 


FOLLOWED BY THE 


1. House Report No. 2104, 84th Congress, 2d session, May 3, 1956, on Depart- 
ment of Defense appropriation bill for fiscal year 1957, pages 45-47: 

“The Military Air Transport Service has, for some time, been one of the most 
controversial activities of the Air Force. The controversial aspects of this 
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Service result primarily because, to some extent, it is competitive with com- 
mercial air facilities. MATS, as the Military Air Transport Service is called, 
is an integrated Air Force command providing strategic airlift, technical sery- 
ices, and a global air route system. Since it was originally organized in 1948, 
it has been the subject of much comment and numerous studies and recom- 
mendations. Several years ago, the Committee on Appropriations recommended 
that the air transport portions of MATS be set up under an industrial fund 
type operation. The last so-called Hoover Commission has made a similar 
recommendation. The President’s budget for fiscal year 1957 contained a pro- 
vision for placing the air transport portion of the MATS operation on an in- 
dustrial-fund basis during that year. 

“The MATS organization is an enormous operation supporting more than 
110,000 miles of global air routes, and employing approximately 105,000 mili- 
tary and civilian personnel. Of this total, over 16,000 are civilians. It should 
be pointed out, however, that approximately 63,000 of those employees are 
assigned to teehnical services and independent units of the MATS operations, 
and that only 42,000 are assigned to the air transport activities. MATS has 
506 4-engine aircraft of the C-—54 and larger variety assigned to the transport 
mission. The total operating costs for fiscal year 1955 are reported to have 
been about $560 millions, of which approximately 40 percent was for tech- 
nical services, 22 percent for base support, 30 percent for strategic transport 
operations, and the remainder for miscellaneous activities. 

“From the foregoing data, it is evident that the MATS operation is one of 
the major commands of the Department of the Air Force. It is also evident 
from the testimony given the committee that the mission assigned to MATS 
is of major strategic importance. It is more than just a convenient air trans- 
portation system. It is a significant portion of our overall air-defense forces. 
Because of its size and the complexity of the problems involved, witnesses from 
the Air Force stated that it would be impossible to accomplish conversion of 
the air transport phases of MATS to an industrial fund type operation dur- 
ing fiscal year 1957. Therefore, the committee is not providing the necessary 
funds for this purpose during fiscal year 1957. Nevertheless, it is expected that 
the agencies of the Department of Defense will continue to work toward the 
objectives of setting up a consolidated air transport organization which can 
be placed under an industrial-fund method of operation. The committee strongly 
favors such procedure. 

“As noted in the previous paragraph, the committee recognizes the strategic 
importance and necessity of a strong MATS type of operation. At the same 
time, the committee notes that it is apparent that commercial air facilities, 
including scheduled and nonscheduled airlines, are an essential part of the 
overall mobilization transport strength of the United States, and, as it has 
been stated by Air Force representatives, will provide a major part of the 
ability of the Nation to meet the huge demands for transport in the event of 
a sudden war emergency. 

“Because of the significant role that the Military Air Transport Service plays 
in our mobilization, the committee does not desire to set an arbitrary limit on 
the size of the MATS operation. However, it is the opinion of the committee 
that the Air Force should give attention to handling its air transport business 
in such a way as to assist in keeping the nonscheduled and other airlines in a 
reasonably sound financial and operating position. In this regard, President 
Eisenhower's Air Coordinating Committee 1954 report on ‘Air Policy’ (p. 17) 
had this to say: 

“The Government should, to the greatest extent practicable, adjust its use 
of air transportation so as to use existing unutilized capacity of United States 
air carriers.’ 

“The committee strongly endorses that statement. 

“As was Stated in the hearings, the committee will require complete annual 
operating statements from the Air Force and the MATS organization for con- 
sideration in connection with the annual appropriation requests. At the time 
of the fiscal year 1958 hearings, it is expected that the Air Force will have a firm 
statement on its plans for industrialization of the air transport organization. 
The statement to be prepared for the committee should contain firm informa- 
tion with respect to the following points: 

“(1) The basis for determination of the number of aircraft to be assigned to 
the consolidated air transport organization. 

(2) The number of hours, by type and model, that it is planned to fly the 
aircraft assigned to the air transport organization during fiscal year 1958. 
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“(3) The policy to be followed with respect to the assignment of cargo and 

engers to the air transport organization and commercially operated aircraft. 

“(4) The routes to be regularly serviced by the consolidated air transport 
organization. 

“(5) The policies to be followed in contracting for commercial airlift. 

“(6) The policies to be followed in dividing Department of Defense peace- 
time traffic between the consolidated air transport organization and commer- 
cial carriers. 

“(7) The policies to be followed in leasing aircraft owned by agencies in the 
Department of Defense to private operators. 

“(8) The extent to which transport-type aircraft are to be retained by other 
operating elements of the Department of Defense and the purpose for which 
such aircraft are to be utilized. 

“(9) A statement of accounting principles to be followed in determining the 
costs and the method by which the using agencies are to reimburse the indus- 
trial fund operation.” 

2. House Report No. 2076, 84th Congress, 2d session, April 27, 1956, on De- 
partment of Commerce and related agencies appropriation bill for fiscal year 
1947, page 4: 

“For a number of years, the committee has been concerned about the necessity 
for the Military Air Transport Service to occupy a considerable portion of 
the airport. With the constantly increasing demands being placed upon this 
airport by civilian traffic, the committee is at a complete loss to understand 
how responsible officials of the executive branch can continue to allow this situ- 
ation to exist. The committee feels that the Secretary of Commerce should 
insist that the Military Air Transport Service be located at some other field 
convenient to Washington.” 

3. Senate Report No. 2039, 84th Congress, 2d session, May 23, 1956, on Depart- 
ment of Commerce and related agencies appropriation bill for fiscal year 1957, 
page 5, commends congressional efforts “to achieve increased commercial air 
carrier revenue, with accompanying decreases in subsidies, by pressing for cur- 
tailment of MATS services, where commercial service is available.” 

Page 4: “The committee joins with the House Committee in its statement that 
the Secretary of Commerce should insist that the Military Air Transport Service 
be located at some other field convenient to Washington to relieve the increasing 
demands being placed upon Washington National Airport by civilian traffic.” 

4. Senate Report No. 2260, 84th Congress, 2d session, June 18, 1956, on Depart- 
ment of Defense appropriation bill for fiscal year 1957, page 8: 

“The committee wishes to make it clear that the Department of Defense should, 
in the future, utilize the services of commercial transportation to the fullest ex- 
tent possible when it is more economical, and that in evaluating relative costs 
of transportation, the Department should recognize the element of time saved 
as an important factor.” 

The Department of Defense appropriation bill (H. R. 10986, 84th Cong., 2d 
sess.) for the fiscal year 1957 was considered in the conference committee (H. 
Rept. 2529), passed by both Houses, and signed into law as Public Law 639, 
84th Congress, 2d session, July 2, 1956. 


UNITED STATES SENATE, 
Washington, D. C., August 3, 1956. 
Hon. Co artes EB. Winson, 

Secretary of Defense, 
Washington, D. C. 

Dear Mr. Secretary: During the recent conference by Senate and House man- 
agers on the Department of Defense appropriation bill for 1957, the subject of 
Military Air Transport Service was discussed at some length. The committee 
of conference agreed to express its position in this matter in a joint communica- 
tion to you and empowered the undersigned to act in its behalf. 

The agreement, in substance, reiterates and endorses the statements of MATS 
as contained on pages 45 through 47 of the House report on the bill (No. 2104), 
which statements should be considered as a joint expression of the intent and 
desires of the two Committees on Appropriations. 

We would like to see MATS converted to an industrial fund basis at the earliest 
practicable date and on a basis to insure efficient and economical operation. 
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Without deemphasizing any portion of the House report herein referred to, we 
wish to quote the following from page 46, which is a statement from the Presj- 
dent’s Air Coordinating Committee 1954 Report on Air Policy: 

“The Government should, to the greatest extent practicable, adjust its use 
of air transportation so as to use existing unutilized capacity of United States 
air carriers.” 

Sincerely yours, 
DENNIS CHAVEZ, 
Chairman, Subcommittee on Department of Defense Appropriations, 
United States Senate. 
GEORGE MAHON, 
Chairman, Subcommittee on Department of Defense Appropriations, 
House of Representatives. 


(Source: House hearings on Department of Defense appropriations for fiscal 
year 1958, pt. II, p. 1703.) 


CONGRESS OF THE UNITED STATES, 
HoUSE OF REPRESENTATIVES, 
Washington, D. C., May 17, 1957. 
Congressman Rosert L. F. SIKEs, 
New House Office Building, Washington, D. C. 


Dear Bos: You doubtless noticed the very interesting figures in our Army hear- 
ings, page 257, on the average annual cost per man. 
The Army estimates their average cost per man at $6,964. 
Dividing this figure by 365 days gives us an average cost to the taxpayers of 
over $19 per day per man. 
It is thus apparent that a soldier’s time is valuable. 
It is equally apparent that economy and efficiency require that a soldier’s time 
be saved as much as possible, and not wasted or lost. 
Accordingly, I venture to suggest including the following sentence in your see- 
tion of the committee report dealing with the Army: 
“In selecting the method of transportation to be used, the Army is expected 
to consider the specific value of time saved.” 
Cordially, 
DANIEL J. Foon, 
Member of Congress. 





SuGGESTED QUESTIONS To BE DIRECTED TO THE SECRETARY OF THE ARMY AT HEAR- 
INGS OF SENATE DEFENSE APPROPRIATIONS SUBCOMMITTEE 


“Mr. Secretary, I would like to quote from the report of the committee on the 
Defense Appropriations bill for the present fiscal year, 1957 (S. Rept. No. 2260, 
84th Cong., 2d sess., June 18, 1956, at p. 8) : 

“ ‘The committee wishes to make it clear that the Department of Defense should, 
in the future, utilize the services of commercial transportation to the fullest ex- 
tent possible when it is more economical, and that in evaluating relative costs of 
transportation, the Department should recognize the element of time saved as 
an important factor.’ 

“Tt is obvious from the wording of this report that it applies to the Department 
of Defense and covers all three services. 

“We are all familiar with the general concept of flying people around in order 
to save their time. 

“Since our report of last year, your Department of the Army has developed 
figures which are shown on page 257 of the House hearings showing that the 
average cost per man in the Army is $6,964 per year. 

“Dividing that figure by 365 days in the year brings me to the conclusion that 
the average Army man costs $19 a day to keep him in the Army. 

“Tt follows, I believe, that the soldiers’ time is valuable. 

“Tt is equally clear to me, and it is apparent that such was the intent of our 
committee last vear, that a soldier’s time should be saved and not wasted. 

“Question: ‘What I want to know is this: Taking the intent expressed by this 
committee last year, and taking the specific figures worked up by the Army 
since, -is the Army now prepared to direct its transportation people to consider 
the specific monetary value of time saved in selecting a method of transportation 
for A rmy soldiers?’ 
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“Question: ‘It is apparent to me that to put a soldier on a slow boat that takes 
10 days to get there is still costing the taxpayers some $19 a day and during those 
10 days at sea, let us say, the taxpayers are not getting any work out of him. 
Thus presumably, if he could be flown to the destination in 1 day, instead of taking 
a slow boat which would take him 6 days, the taxpayers would get 9 more days 
work out of him or 9 times $19 using your figures, or a total of $171 more of servy- 
ice out of that 1 man. Cannot this concept be written into an appropriate 
directive to your traffic management people? 

“Question: ‘Now I ask you to look at this same problem, the value of a soldier’s 
time, from another point of view. We are confronted with the possibility of hav- 
ing to do more military work with fewer soldiers. Hence we must not allow 
soldiers’ time to be wasted.’ 

“I want to read a short statement made by the then Under Secretary of the 
Army, Mr. Earl D. Johnson, on August 21, 1953: 

“Let us look at another facet of the Army’s operation which, if geared to air- 
lift, might affect our appraisal of costs. Within the Army alone at any given 
time, there are upwards of 100,000 people in travel status. If these people could 
be moved by air rather than by present means of transportation, and if this faster 
method of travel decreased the time required for their journey by only 20 per- 
cent—a truly conservative figure—that would mean that the Army would have 
available for duty at any given time, 20,000 more soldiers—more than an entire 
infantry division—than we currently have. It is possible that there may—I 
stress may—be some increase in travel costs in moving large groups by air. How- 
ever, the savings which would result from having an entire division available 
for duty rather than in travel status would certainly more than offset any 
additional costs.’ 

“IT believe a similar statement was made by Gen. Maxwell Taylor, the Chief 
of Staff, in a speech in Boston on September 3, 1955: 

“If we can air transport a regiment, we can transport a division providing we 
plan realistically now. Although the expense of this kind of movement may 
seem great, strategic air mobility multiplies the effectiveness of our central 
reserve and reduces the number of troops which must be kept overseas. Thus, 
it can be, in fact is, a great economy.’ 

“Question: ‘First I want to ask the Secretary of the Army if he agrees with 
the policy statements which I have just read?’ 

“Question: ‘What I have been led to believe is this: These policy statements 
from on high which you apparently agree with are apparently not translated 
into day-to-day action by your traffic management people. 

“What I am driving at is this: My understanding is that the transportation- 
management people in the Army still operate on the theory that it would cost, 
let’s say, the steamship ticket costs $150 and an airline ticket charter price costs 
$170 per soldier, they will send them on the steamship even though several 
days’ time of the soldier is wasted in the process and he does not get to his 
duty station overseas until several days later than would otherwise be the 
case. I am, therefore, wondering if the Army is prepared to translate the policies 
expressed by the Under Secretary and by the Chief of Staff into directives gov- 
erning the day-to-day decisions made by the traffic-management people in the 
Army as to what method of transportation to use in moving the soldiers around? 

“‘It appears to me that unless this is done, these policy statements are going 
to be an ivory-tower expression which is never translated into day-to-day 
action.’ 

“A select committee on estimates of the House of Commons report of over 3 
years ago (the Aeroplane, London EC 1, England, July 31, 1953, p. 146) had 
this to say about air travel for military personnel: 

“Generally the direct cost of moving troops by commercial scheduled air serv- 
ices is higher than by surface transport, but when there is a requirement for a 
regular service * * * chartered aircraft can be obtained, to perform certain 
tasks, at no greater cost and in some cases even more cheaply than * * * ship.” 

This policy has resulted in some improvement in getting the military to use 
some of the unused capacity of United States air carriers, but I refer Members 
to the industry survey which I conducted of every air carrier of the United 
States, summary figures of which are found on page 1716 of part 2 of our de- 
fense hearings for fiscal 1958, indicating that these airlines estimates for the 
year ahead they will have more than $900 million of unused space—a very, very 
substantial part of which would be available for military traffic. It is obvious 
to me that in that event we do not need to go on supporting a Government-owned 
airline on the scale which we have been doing. 
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‘We had discussion of this matter at the end of the full Appropriations Gom- 
mittee session on May 21, 1957. The distinguished committee chairman con- 
firmed my understanding that we reiterate the intent set forth in our House re- 
port of last year and in the letter sent in response to the unanimous resolution of 
the conference committee—cited above—and in particular the policy which was 
so strongly endorsed by our committee, using the wording of President Bisen- 
hower's Air Coordinating Committee 1954 Report on Air Policy: 

“The Government should to the greatest extent practicable adjust its use of 
air transportation so as to use existing unutilized capacity of United States air 
carriers.” 

Last year the committee report, House Report 2104, page 46, stated clearly: 
“The committee strongly endorses that statement.” 

So that the Pentagon people across the Potomac will have no misunderstand- 
ing I asked the committee chairman to confirm here on the floor of the House 
that our committee has not in any way backed down on the very sound principle 
and reiterates and endorses it again. He concurred fully. 

I also feel that I have caught the sense of our committee, our distinguished 
committee chairman confirmed this, I believe that in order to carry out our 
policy that the Defense Department reduce its expenditures on the Military 
Air Transport Service and other Government-owned air transport activities— 
I say here parenthetically that there appear to be more four-engine transport 
planes outside the MATS than are inside of MATS—and that these funds be 
devoted to making far greater use of United States air carriers. 

I believe our distinguished committee chairman confirmed my belief, that 
our committee expects more extensive use by the military of United States air 
carriers, aS is being directed, will result in a considerable net saving to the 
American taxpayers, as well as a reduction of undesirable Government com- 
petition with private taxpaying business. 

The report of the distinguished gentleman from Texas [Mr. Mahon] last 
year, to which I referred, and in frequent remarks by the distinguished gentle- 
man from Florida [Mr. Sikes], and the distinguished gentleman from California 
(Mr. Sheppard], and the leading role played in the last 2 years on this subject 
by the distinguished gentleman from Mississippi [Mr. Whitten], and the oft- 
expressed attitude of the distinguished gentleman from Michigan [Mr. Ford], 
the distinguished gentleman from Maryland [Mr. Miller] in opposing Govern- 
ment competition with business and in seeking economies for the taxpayers. I 
think that they as well as the other distinguished members of our Defense 
Appropriations Subcommittee feel as I do that the time has come to reaffirm 
our principle laid down in last year’s report so that our friends at the Pentagon 
will not think that this was an item of merely passing interest to the Congress 
which we have forgotten and to tell them again that they should spend less 
within their appropriations on MATS and other Government-owned air trans- 
port activities and devote these funds to making far greater use than is being 
done at present of the unused space of United States air carriers. 

If any Member of this body dissents from this principle, I wish you would 
speak now so that I might answer any questions. 

If not, I then believe we have made our congressional intent clear as to what 
we want the Pentagon to do on this item. 

The testimony reveals that there is not a single point within the United States, 
a single point on the face of the globe, that MATS or other Government are now 
serving that is not already served by regularly scheduled airline services or for 
which commercial airline services cannot be obtained upon a charter basis. 

United States air carriers have built up a fabulous network within this country 
and around the world. Members of the House should look over the replies of 
every airline in the country on pages 1712 through 1716 of part 2 of our Defense 
hearings for 1958 and they will see enormous amounts of unused snace quoted as 
having been available in the year to come for military traffic. We spend huge 
amounts for airports, navigation aids, subsidies, mail pay, safety regulations and 
enforcement, and all sort of aids to civil aviation, and I see no point in paying 
double and building up a Government-owned airline empire parallel to services 
offered by all these United States air carriers. 

The larger these United States air carriers become, the more useful they will 
be as a mobilization reserve for airlift in event of war, and our Government 
should do everything to encourage their growth and not try and pull them down 
by Government competition with their commercial activities. 

For these very sound reasons we are saying to the Pentagon: In your appro- 
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and spend more on United States air carriers. Since, as noted particularly on 
pages 1588 and 1589 of our 1957 hearings on the Air Force and page 2096 of part 
of our Defense hearings for 1958, the civil lines are a great deal more efficient 
than the Government airlines, and it is quite clear that a dollar spent on United 
States air carriers will get twice as much passenger and cargo service as will a 
dollar spent on MATS. 

Furthermore, we must never forget that out of a dollar spent on a United 
States commercial air carrier, considerable part will come back again to the 
Federal Treasury in the form of taxes, whereas out of a dollar given to MATS, 
not one cent will come back to the public tax collectors. 

I say again that redirecting the expenditures within the appropriations chapter 
headings will accomplish a significant economy for the American taxpayers with- 
out sacrificing any of our wartime airlift potential. 

A transport plane is a different article from a gun or a tank. If you want to 
have guns or tanks ready when war comes, you have to spend the money on them 
even though they are of no commercial peacetime value whatsoever. But a 
transport plane is a different article. It has a definite use, and a profitable use 
in time of peace, as well as an essential use in time of war. It is both a sword 
and a plowshare. We should recognize this fact by placing a far greater reliance 
on civil airlines than is being done at present. If we do this we will not only 
save money but also assist in creating large air transport reserves which will be 
able to earn its own keep hauling peacetime commercial and Government trafiic 
in time of peace and yet be instantaneously available, as it has been in World 
War II, the Berlin lift, and the Korean lift, in time of war. 

The spokesman for the Chamber of Commerce of the United States, who was 
formerly Chairman of the Hoover Commission Subcommittee on Transportation, 
testified before our commitee—part 2, defense hearings, fiscal year 1958, page 
2132: 

“The largest commercial activity operated by the military services is the 
Military Air Transport Service.” 

We have been to a great deal of length to eut down business activities operated 
by the Pentagon in competition with private business in such fields as laundry, 
dry cleaning, shoeshine parlors, etc. Why should we be scared to tackle a really 
big commercial-type activity such as MATS? 

The Navy, and I am sure my distinguished friend who has been chairman of 
the Navy panel for so long, Mr. Sheppard, of California, has not felt that it was 
necessary that the Military Sea Transport Service should own and operate itself 
at public expense a Government-owned shipping line of a size equal to all the big 
lines of the country. 

I refer to page 1762 of part 2 of our defense hearings where the Assistant 
Secretary of the Navy wrote me that privately operated lines are currently 
handling 70 percent of the military dry cargo movement. 

That is MSTS, the Military Sea Transport Service. If you will also examine 
page 1759 of those same hearings, you will see that MSTS has maintained itself 
as a genuine nucleus and has not tried to increase itself in size during the last 8 
years, whereas during that time MATS, the Military Air Transport Service, has 
tripled itself in size and that the result is that whereas 70 percent of the military 
sea cargoes go on privately operated lines, only 13 percent of the military air 
traffic is sent on privately operated airlines. 

T elso note another difference, that people cannot ride on ships of the Military 
Sea Transport Service for free: they have to buy a ticket. But on MATS no 
ticket is required, and of course a lot of people like free rides for which they 
cannot be blamed, but we have to remember that while it may be free for the 
colonel who rides on it, it is not free for the taxpayer who pavs for it. 

T also make note for the astonishing number of “administrative aircraft” oper- 
ated by the Air Force as noted on pages 1752-1754 of part 2 of our defense 
hearings. 

There is something like 700 four-ensine transport planes in different parts of 
the Defense establishment outside of MATS as compared with 500 and some in- 
side of MATS. That is not much of a consolidation if you ask me. The Hoover 
Commission recommended strongly “That the number of administrative aircraft 
be drastically reduced.” 

This move the Pentagon has resisted continuously claiming that they have to 
have these administrative aircraft because a lot of the trips have to be protected 
for “security reasons.” 

Anparently that means that they do not trust MATS with some confidential 
military trip and they do not seem to trust the commercial airlines. I have no 
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doubt that a certain few number of he trips operated by these administrative 
aircraft are of a genuinely confidential nature, but we must admit that there are 
enormous possibilities of abuse when somebody wants to go hunting somewhere 
at the public expense and does not want anybody to know about it. 

If any Member of this House will examine page 1711 of part 2 of our defense 
hearings they can see that transport planes operated by the Air Force, and they 
admit to being in the “administrative, executive, and special mission categories” 
total the amazing number of 573 planes. It should be obvious to every one of us 
that only a small portion of the trips made by a small portion of this fleet of 
private planes could possibly be operated for secret missions. There are just not 
that many secret missions going on. 

Of course what is happening time and again is that General X has himself a 
private plane which sits around for a week doing nothing, eating its head off at 
the taxpayers’ expense and he and some other general take off in it to go from 
point A to point B and of course sending a private plane from point A to point 
B is costing the taxpayers about 200 times as much money as it would if the 
Government were to buy 2 tickets on an airline between those same 2 points. 

I mention the matter of these administrative aircraft since if we are going 
to deal effectively with Government competition with private business in the 
air-transport category, we must recognize that MATS is less than half the 
problem of Government-owned air-transport activities. 

All of these facts point steadily to the conclusion that the more Government 
traffic that is steered to commercial airlines, the less money that is spent on 
Government-owned air transport activities, the larger will be the savings to the 
American taxpayers. In conclusion, I trust that our committee chairman will 
now rise to reiterate for all of us our policy in last year’s report: “The Govern- 
ment should to the greatest extent practicable adjust its use of air transportation 
so as to use existing unutilized capacity of United States air carriers,” and 
confirm the intent of the committee that the Defense Department spend less on 
Government-owned air transport activities and should devote these funds to 
making far greater use of United States air carriers. 

Mr. Chairman, I want to make it clear, however, that in those many vital and 
essential services, other than this one I have discussed, MATS is one of the best 
and efficient of all Government agencies in the entire Department of Defense, 
and I am the first to sing their praises and applaud their dedication to the serv- 
ice of this Nation’s welfare and security—without these many other duties of 
MATS we could not be properly defended or properly attack. 


[From Nation’s Business for June 1956] 


MinITary AIRLINE OvuTGRows THEM ALI—DeEsPITE Hoover COMMISSION REC- 
OMMENDATIONS FOR SAVINGS, MrmiTaAry AIR TRANSPORT SERVICE FLIES GLOBE- 
CIRCLING NETWORK WITH More PLANES THAN ALL DOMESTIC COMMERCIAL 
AIRLINES 


The Military Air Transport Service is tooling up for more expansion of its 
already gigantic world airline and cargo service. 

The expanded operations could cost the taxpayers as much as $1 billion a year. 

This expansion—particularly the luxury airline and cargo-carrying services— 
are in direct defiance of the Hoover Commission’s recommendations that the 
Air Force cut back and eliminate, wherever possible, operations which compete 
with commercial airline facilities. 

While the total cost for national defense has declined almost $11 billion since 
1953. the cost for operating this Service has grown at an enormous rate. 

With one-fourth more aircraft than all domestic commercial airlines combined, 
the military airline operates scheduled and nonscheduled passenger and cargo 
flights throughout the United States and 37 other nations along 110,000 miles of 
air routes. 

The network circles the globe. A MATS aircraft will be crossing the Atlantic 
or Pacific Ocean at the rate of 1 every 24 minutes during 1956. In 1955 the 
service averaged 1 ocean crossing every 32 minutes. 

To assure passenger comfort, the Service operates a special school where en- 
listed personnel, men and women, are trained as flight attendants. 

Besides its passenger and cargo transport service, the command operates a 
variety of other services including weather reconnaissance, air rescue, photog- 
raphy and charting, aircraft ferrying, flight testing new equipment, and so-called 
special mission flights. The command was created on July 1, 1948. To it was 
delegated the responsibility of providing all branches of the Armed Forces and 
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other agencies of the United States Government with effective air transportation. 
It has world headquarters at Andrews Air Force Base in Maryland, just outside 
Washington, D. C. 

The Hoover Commission said that most of the Government airline routes were 
parallel to those of United States commercial air carriers. 

The Hoover investigation found, for example, that an Air Force band was 
flown once a month from Westover, Mass., to Bermuda. There was no band in 
Bermuda and the flights were justified by the Air Force for morale purposes. 

The Commission did not challenge the justification but noted that two United 
States airlines which operate regular schedules along the route could have trans- 
ported the band at less cost to the taxpayers. 

The Hoover Task Force on Air Transportation learned further that commercial 
airline payments amounting to $42,900,000 in fiscal 1954 could have been 
reduced 88 percent if the airlines had flown only 25 percent of the passenger 
volume and 50 percent of the mail moved by MATS in the course of the year. 

Today the Government-operated airline provides service to Asia, Europe, 
Alaska, Africa, South America, the United Kingdom, and the Pacific Ocean area. 

Assets of the Government airline now total $1,468,280,529. 

This includes $990,420,529 for aircraft and $477,860,000 for stocks, land, con- 
struction in progress, and other property. The figure is described as including 
certain property of other Air Force units stationed on MATS bases, but not in- 
cluding equipment stationed at bases of other Air Force units. 

From 1954’s cost of $481,400,000, annual operating expenditures increased to 
$560,024,000 for fiscal 1955. It is estimated that MATS expenditures will be 
about $644,275,000 in fiscal 1956 and 1957 expenditures will total about $740 
million. 

Some estimates, however, place the total cost to taxpayers as high as $1 billion 
a year. 

The gross operating expenditure is described as including costs for inter- 
ceptor defense, air rescue, weather reconnaissance, air evacuation, aerial surveys, 
ferrying aircraft, and turboprop tests, in addition to transportation services. 
The operating figures do not include cost of depreciation on capital assets. Nor 
do they include salaries. 

The Military Air Transport Service operates approximately 1,500 airplanes. 
All United States domestic commercial airlines combined operate 1,212. 

Of the Service's total, 506 are 4-engine aircraft. All United States airlines to- 
gether operate 548 4-engine planes. 

The Navy operates 50 of the newer 4-engine transports in regular passenger 
service. These are assigned to MATS. The Navy also has 149 of the C—54 type 
aircraft used during World War II. Another 36 twin-engine transports make 
up the Navy’s air transport system. 

When a planned reorganization of the Military Air Transport Service is com- 
pleted, the service will take over the operation of all regular-route military air 
transport. This includes the Navy’s fleet logistic air wings, known as Flogwings. 

MATS has approximately 104,500 personnel assigned to it. These include 
Air Force and Navy personnel and civilian employees. In 1955 the service 
logged 1,180,000 hours flying time, a 24 percent increase over 1954. Transport 
planes flew 568,000 hours, carrying 733,400 passengers and patients and moving 
139,000 tons of cargo and mail. 

On its global network of air routes, the military service transported 418,933,- 
707 ton-miles of cargo and mail during fiscal 1955. For comparison, the total 
express, freight and mail moved by all United States domestic commercial air- 
lines together last year totaled 316,515,000 ton-miles. 

The miliary airline last year flew 2,138,002,924 passenger-miles. That com- 
pares to 4,265,962,000 revenue passenger-miles flown last year by the largest 
domestic commercial airline. 

The rise in traffic by the military service is continuing this year. Flights to 
Europe are running about a third ahead of last year. Here is a comparison: 


1955 1956 
NN 2 rn ke ee ee ah ened 574 941 
en 88 oo ee ae dee eel ale ae oan 565 786 
I i ape re “aes fe 2 aeiaainbeneeaes 720 825 
Oo cna dws arate cna ai eam a a as Se cna aE 678 + 825 
WSs 55s 52 6 See eee ieee Ones 56 1825 


1 Estimated by MATS. 
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From January through May this year an estimated 142,160 passengers were 
transported by the Service between the United States and Europe. That com. 
pares to 120,126 in the same period last year. 

Transatlantic cargo and mail is estimated at 36,332 tons, which compares to 
30,542.8 tons carried in the like preiod of 1955. 


MILITARY AIRLINE 


Flights to Europe leave from McGuire Air Force Base at Wrightstown, N. p 
Dover Air Force Base in Delaware, and National Airport in Washington, D. C. 
Other overseas flights leave Mobile, Ala. (to be closed soon), and Charleston, 
S. C. On the west coast, flights for points in the Far East depart and arrive at 
Travis Air Force Base, Fairfield, Calif. From McCord Air Force Base planes 
depart for Alaska. 

The military service follows the practice of the private airlines in giving exotic, 
gilt-edged names to its plush transoceanic aircraft. 

To Europe, for example, passengers may ride the Atlantic, departing Wash- 
ington, D. C., at 3 p. m., Monday, Wednesday, and Friday, with stops at Terceira, 
Azores, and Paris. Destination is Frankfurt, Germany. 

From McGuire, passengers may board the Rhine, which also goes to Frankfurt. 
This flight leaves daily at 4 p. m. 

Other European flights are the Benefactor, bound for Frankfurt ; the European, 
going to Paris; the Madrid which arrives in Paris after a stop in Spain; the 
Ambassador, which terminates at Prestwick, Scotland; the Lajes, which goes 
only to the Azores; and the Hamilton, which goes from McGuire Air Force Base 
to Bermuda. Other flights are also available. 

Supplementary schedules are printed each month. 

Luxury flights crossing the Pacific include the Fujiyama, the Waikiki, the 
Waikiki II, the Air-Evac, the Johnston (terminated at Johnston Island), the 
Midway, the Ginza, the Bangkok, the Meteor, and others. 

Another page borrowed by the military from the private airlines is the issuing 
of passenger flight insurance. For example, Parker & Co., Inc., provides 1-day 
$5,000 coverage for $1. Amounts up to $50,000 ($10 for 1 day) are available. 
Trip insurance may also be obtained for longer periods, up to 90 days, which 
costs $13.50 for $5,000 worth of insurance. 

Like its commercial counterpart, the military schools flight attendants for duty 
on its planes. The flight attendant school at Palm Beach Air Force Base, in 
Florida, has trained more than 1,600 young men and women since the fall of 
1952, when the training program was begun. 

Service to the customer is stressed. The airwomen (WAF’s) chosen for this 
duty are picked for their good appearance and winning personalities, two of the 
qualific: silone which the private airlines insist upon when selecting young women 
for stewardess training. 

Two flight attendants are provided for each flight where passenger load is 
66 or less. Regulations call for three qualified flight attendants on each air- 
craft where load exceeds 66 passengers. 

In transporting military dependent personnel, rules say it is desirable that at 
least one flight attendant be a registered nurse. 

Additional passenger conveniences are provided by carpeted floors (to insure 
comfortable floor-level temperatures), no less than 1 blanket and 1 pillow for 
each passenger, a supply of palliatives for relief of airsickness, clean headrests 
for each seat prior to loading, washroom facilities, airsickness cups for each 
seat, and so on. : 

Meals are served in flight. Usually the passenger pays for each meal. The cost 
is 75 cents for all civilians and officers. 

Enlisted personnel pay 40 cents per meal. Those, however, who are receiving 
no subsistence allowances are given meals at Government expense. Meals for 
children cost 40 cents each. 

Hot cakes with sausage, bacon or ham, eggs, cereal, beverages, and so on may 
be served for breakfast. Some planes feature pop-up toasters. Lunch may 
consist of soup or juice, beef or fowl, vegetables, salad, rolls, butter, beverage and 
dessert. Dinner features similiar menus, except that regulations specify that 
the entree must be of a different variety than lunch. 

Airplanes utilized for passenger operation are equipped with a galley suitable 
for preparation of such hot meals. 

The Military Air Transport Service is organized into three divisions, the 
Atlantic, Pacific, and the Continental. 
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The Atlantic Division operates from the east coast of the United States 
through Europe to the Middle East. It links up in Saudi Arabia with the Pacific 
Division, operating from the west coast of the United States through Far East 
bases. : 

The Continental Division completes the network of global air routes. It op- 
erates from coast to coast and throughout the Western Hemisphere from Alaska 
to Rio de Janeiro, in Brazil. 

Here is the record of the Atlantic Division : 

It completed more than 8,000 Atlantic crossings last year, an estimated 50 
percent more crossings than were made the year before. ys 

It transported 321,500 passengers and patients, about 110,000 more than in 1954. 
Cargo totaled about 83,000 tons, an increase from 48,752 tons. 

The first scheduled nonstop flight from Paris to Washington, D. C., was made 
in the course of the year with 53 passengers and crew of 10. Time: 16 hours, 
25 minutes. 

Here is the Pacific Division’s record: 

It completed more than 6,100 Pacific crossings during the year. 

It airlifted 316,000 passengers and patients, an increase from 239,471 the year 
before. 

Cargo tonnage was up from 33,682 in 1954 to 46,000. 

Here is the Continental Division’s record : 

It airlifted 95,000 passengers and patients, up from 86,432 in 1954. 

Cargo reached 13,000 tons, compared with 8,597 tons moved the previous year. 

Continental Division planes made 1,260 Atlantic crossing and 1,422 Pacific 
crossings. 

In addition to transport services, MATS operates five technical services. About 
60 percent of the command’s operations are devoted to these. Here is the Air 
Weather Service record: 

It has about 400 weather stations, 25 mobile weather units, and 7 aerial 
reconnaissance squadrons. It operates worldwide, processing and evaluating 
weather conditions from the North Pole to the Tropics. Planes flew nearly 12 
million miles throughout the world making 3,990 weather flights. 

Hurricane and typhoon chasers flew 59,000 hours tracking storms. 

A tropical hurricane was airwatched at night for the first time. After a night 
penetration of Hurricane Connie last year it was decided that future hurricane 
flights would be made into the center of storms every 6 hours. 

The Air Rescue Service flew 30,000 hours, traveling more than 4,500,000 miles. 

MATS planes also spent 10,000 hours in aerial survey work. The Air Photo- 
graphic and Charting Service at St. Louis provided 11,000 charting and air in- 
formation publications, distributing about 92 million copies throughout the world 
to authorized users. The Photographic Service also prepares training and edu- 
cational motion pictures and still photographs for all branches of the Air Force. 

The command’s fiscal operations include a transfer of funds sometimes made by 
Government agencies which use its facilities. A small share of the traffic is reim- 
bursable, mostly from mutual security funds. In fiscal 1955 total reimbursement 
was $15,791,638. The Service plans a switch to an industrial funding method of 
operation, but that will not be done until 1958. 

At present, a Government agency may pay $195 an hour for the use of a C—54. 
Cost to other than United States agencies is $445 an hour. The minimum daily 
charge is one hour. 

Charge to Government agencies for the use of C-118 or C-121 series aircraft 
is $825 an hour; other than United States agencies pay $795 an hour. 

The charge for a C-124, carrying cargo, is $410 an hour to Government agen- 
cies, $975 an hour to others. 

A C47 charge is $100 an hour for Government agencies, $215 an hour to 
others. 

These rates have been in effect since July 1955. New rates will become effective 
in July this year. Some will be lower, some higher. 

Commercial airline facilities are not normally quoted by hourly rates. Charges 
for these facilities are based on a cost-per-mile basis. 

However, using the average speeds for the various aircraft, an approximate 
hourly charge can be arrived at. This was done for Nation's Business by a major 
airline, using figures on file with the Civil Aeronautics Board. 

These prices for four-engine planes, the airline said, are realistic comparisons: 

The Government’s charge per hour for C—54 (DC —4) is $445, compared to $350 
by a commercial airline. The Government's charge for a C—-118 (DC—6) is $975 
per hour, compared to the airline’s charge of $650. 
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The commercial all-cargo DC—4 would be slightly cheaper than the passenger 
DCH. 

The activities of the Military Air Transport Service were brought out recently 
in hearings by a congressional subcommittee on Department of the Air Force 
appropriations. The committee noted in its report that “the controversial as- 
pects of this service result primarily because, to some extent, it is competitive 
with commercial air facilities.” 

The committee recognized the strategic importance of the transport service. 

“At the same time,” the committee noted, “it is apparent that commercial air 
facilities, including scheduled and nonscheduled airlines, are an essential part of 
the overall mobilization transport strength of the United States, and will pro- 
vide a major part of the ability of the Nation to meet the huge demands for trans- 
port in the event of a sudden war emergency. 

“Because of the significant role that the Military Air Transport Service plays 
in our mobilization planning, the committee does not desire to set an arbitrary 
limit on the size of the MATS operation.” 

However, it was the committee’s opinion that the Air Force should handle its 
air transport business in such a way as to assist in keeping the nonscheduled 
and other airlines in a reasonably sound financial and operating position. 

Mr. Manon. Mr. Chairman, several hundred pages of the hearings were de- 
voted to a consideration of the Military Air Transport Service, better known as 
MATS. The civil air carriers want to get a proper proportion of the business of 
the Department of Defense. For this attitude the civil air carriers are to be 
commended. This is a free-enterprise country and we like to see free enter- 
prise carry the load in the defense program to the extent that such a course 
may be proper and practical and in keeping with the best interests of national 
defense. 

MATS is a terrifically big organization. We do not wish to encourage a 
course of empire building. That course must be avoided, and the MATS pro- 
gram must not be permitted to mushroom beyond proper limits. 

The committee has discussed all of the major problems involving MATS 
with the Secretary of the Air Force and with the big and little commercial air 
carries of the Nation. I think our studies and investigations have been helpful. 
I would like to serve notice on the Department of Defense that the committee 
expects to continue to keep the MATS program under close observation with the 
hope that commercial air carriers can receive as much consideration as may be 
desirable in the transportation of personnel and cargo. We realize that MATS 
must be a large organization by reason of requirements which would be instan- 
taneous in the event of war, but we do not want this program to get out of hand. 

Last year we put quite a statement in the committee report on the defense bill 
in regard to MATS. We did not think it necessary to repeat the language in 
the report again this year, but our concern and interest in this field have not 
diminished. I trust that the commercial air carriers and military officials will 
be able to work out an arrangement which will be reasonably fair to business, 
the Defense Department, and the taxpayer. 


Mr. Fioop. Next in order, legislative history on this item, there was 
extended consideration of the whole subject by the Senate Appropria- 
tions Subcommittee on the Department of Defense appropriations, 
concluding which the committee laid down an even stronger policy 
than the preceding year. 

(The material referred to follows :) 


{Extract from S. Rept. 543, 85th Cong., on Defense Department appropriations for fiscal 
year ending June 30, 1958] 


{To accompany H. R. 7665, now Public Law 85-117, effective August 2, 1957] 
GENERAL STATEMENT 


* * * * * * oa 


USE OF COMMERCIAL CARRIERS 


Last year in the conference committee on the defense appropriations bill the 
Senate joined with the House in stating in a letter to the Secretary of Defense 
that the Government should, to the greatest extent practicable, adjust its use of 
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air transportation so as to use existing unutilized capacity of United States air 
carriers. This statement was based upon our position that maximum utilization 
by the Department of Defense of United States civil air carriers is essential both 
in the promotion of our free enterprise economy and in the provision of the 
necessary ready reserve civil airlift for national defense: and that Government 
operations of its own air transport facilities should be limited to that essential 
to military security 

The committee reaffirms its position of last year that the Department of Defense 
should utilize the services of commercial transportation, in preference to Govern- 
ment-owned and Government-operated transportation, to the fullest extent pos- 
sible when, upon using the same cost standards for both commercial and Govern- 
ment facilities, it is found to be more economical, and further, that in evaluating 
relative costs of transportation, the Department should recognize the specific 
monetary value of time saved as an important factor in the award of competitive 
bids in transportation. 

It is the desire of the committee that all commercial carriers be given a fair 
and equal opportunity to offer their facilities on a bid basis to the Department 
of Defense, and be provided to the extent practical with equal access to in- 
formation regarding commercial movements of cargo and personnel. The 
Department should make every effort to centralize the procurement of such 
transportation so as to consolidate movements in the interest of economy and 
to avoid the practice of arbitrarily dividing groups into such small units as to 
necessitate unwarranted additional expense. 

The committee desires that at installations where private carriers are per- 
mitted to offer their services for sale to individual personnel, representatives of 
all commercial carriers should be afforded equal access without discrimination. 

The committee notes with approval that the Air Force budget reflects in- 
creased use as compared with fiscal year 1957 of civil air carriers to augment the 
Military Air Transport Service in the movement of military personnel and 
dependents. This is offset in part, though, by the decreased use of civil air 
carriers in moving cargo for MATS. In summary we do not feel that sufficient 
effort has been made by the Department of Defense in the international and 
overseas field to “adjust its use of air transportation so as to use existing 
unutilized capacity of United States air carriers.” 

It is the wish of the committee, therefore, that within the 1958 appropriations 
for operations and maintenance and for military personnel the Defense Depart- 
ment reprogram expenditures for operating MATS and other Government-owned 
transport activities sufficiently to permit the funds so reprogramed to be applied 
toward procuring the services of United States civil air carriers to meet as 
nearly as possible 40 percent of the passenger requirements and 20 percent of 
the cargo requirements of the Military Air Transport Service. 

The committee desires that a report be made by the first of January 1958 
which would indicate the progress made by the Department of Defense in 
implementing this directive. 


Mr. Froop. To round out our legislative history, I make a fourth 
insertion here from House Report 841 of the 85th Congress, 1st 
session, on the defense appropriations for fiscal year 1958, showing 
that the managers on the part of the House, nearly all of whom are 
present here today, strongly concurred with the language in Senate 
Report 543, stating: 

The committee of conference emphasizes the importance of the Senate com- 
mittee report on use of commercial carriers and calls the Department of De- 


fense to carry out the full intent. 
(The material referred to follows.) 


[Extracts from H. Rept. 841, 85th Cong., conference report on Defense Department 
Appropriations for fiscal year ending June 30, 1958] 


_ Amendment No. 36: Deletes provision of the Senate providing for competi- 
tive bidding. This matter also is now under study by the legislative com- 
mittees. The committee of conference strongly feels that competitive bidding 


should be required whenever practicable for more effective and economical 
procurement. 
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Amendment No, 37: Deletes provision of the Senate pertaining to the pro- 
curement of commercial transportation. The committee of conference em- 
phasizes the importance of the Senate committee report on use of commercial 
carriers and calls on the Department of Defense to carry out the full intent. 
However, it is realized that the procurement of commercial transportation 
must be made in accordance with existing law. [Emphasis supplied] 

GEORGE MAHON, 
Harry R. SHEPPARD, 
Rosert L. F. SIKEs, 
W. F. NorRE LL, 
JAMIE L. WHITTEN, 
GEORGE ANDREWS, 
JoHN J. RILey, 
DANIEL J. FLoop, 
CLARENCE CANNON, 
R. B. WIGGLESWORTH, 
ORRETT P. SCRIVNER, 
GERALD R, Forp, Jr., 
EDWARD T. MILLER, 
HaArowp C. OSTERTAG, 
JOHN TABER. 
Managers on the Part of the House. 


Mr. Fxoop. In addition to the text of House Report 841, I insert the 
relevant extracts from the testimony of the United States Chamber of 
Commerce on this point and their interpretation that the language in 
Senate Report 543 and House Report 841 led them at least to expect 
that in the fiscal 1958, approximately twice as many passengers and 
twice as much cargo would be moved by United States flag commercial 


air carriers on the international routes covered by MATS as had been 
the case in the past. 


(The material referred to follows:) 


EXxTrRAcTs FrRoM STATEMENT OF PERRY M. SHOEMAKER, REPRESENTING THE CHAM- 
BER OF COMMERCE OF THE UNITED STATES BEFORE THE DEFENSE SUBCOMMITTEE 
OF THE SENATE APPROPRIATIONS COMMITTEE ON H. R. 7665, JUNE 19, 1957 


(Page references are to the mimeographed prepared statement) 
(Pp. 11-13) 


Another area of savings opportunity involves Government competition with 
private enterprise. There is evidence of but limited progress within the De- 
partment of Defense toward enforcing the announced policy of the administration 
in this respect and thus reducing its expenditures directly involved. Clearly, 
Congress should support the elimination of competitive activities which keep op- 
eration and support costs high. At the time of the Hoover Commission report 
the Defense Department was operating some 2,500 business and commercial-type 
activities in competition with private enterprise and employing some 600,000 
persons. 

Extensive testimony on the MATS operation was taken by the House Appro- 
priations Committee. We do not question the desirable existence of a nucleus 
air-transport service that can be expanded to cooperation with civil airlift for 
strategic purposes during an emergency, but we consider the present MATS 
operation as greatly exceeding any reasonable interpretation of a nucleus oper- 
ation. The single-manager system was designed to centralize this en masse. 
Competition between the services has not permitted this to be fully effective 
and on the present basis the operation, which already exceeds the combined air- 
lift of all the commercial lines of the country, will continue to grow and com- 
pete as long as Congress provides appropriations to finance them. Savings in 
this field would reduce investment in new transport aircraft and operating and 
maintenance costs in personnel. Related thereto, it would feasibly reduce sub- 
sidies now being paid to international air carriers and related training costs. 

I can talk with some assurance with respect to the Military Air Transport 
Service as a result of the first public study of its operation which was carried 
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out under my direction as Chairman of the Hoover Commission Transportation 
Committee. Our recommendations for the elimination of duplicating air-trans- 
port services in the Defense Department and preferential usage of available com- 
mercial transportation have not been implemented by the Department of Defense. 

Transportation costs are an important factor in the general category of op- 
erations and maintenance. The Defense Department bas established a single 
managership for traffic management. We will not have real traffic management 
and all of the broad economies which are possible from the exercise of this im- 
portant function until the policy control is completely passed from the individual 
services and the organizational responsibility is placed upon a worldwide basis 
and not restricted to the continental United States as is presently true. Like 
many of the support functions, there is duplication and lack of economic control 
in the overseas theaters worldwide. 

These are factors which strengthen our belief that the reductions we have 
recommended in the operations and maintenance field are realistic, that they 
can be accomplished without impairing our national security or defense capa- 
bility one iota, that the one necessary ingredient is pressure from the Congress 
to cut across the rigid bureaucracy which is the Military Establishment as pres- 
ently organized. 

We have read carefully the statements by the Department of Defense in re- 
ply to our MATS testimony before the House Appropriations Committee. They 
are the usual arguments motivated by an extreme desire to maintain active 
control over this vast enterprise. And if this type of competition continues, 
it is bound to cause severe damage to our free economy. 

yentlemen, may I propose a suggestion that in my opinion would serve to ac- 
complish the objectives of this committee, as set forth by you in a letter to 
Secretary of Defense Charles E. Wilson, August 3 last year, and at the same 
time provide valuable guidance to the Department of Defense in its efforts to 
comply with your wishes relative to the operation of MATS. 

It is my suggestion that a directive be sent to Mr. Wilson by this committee 
which would reemphasize the position taken last year in your letter of August 
8, and also declare that maximum utilization of the United States Government 
of privately owned and operated air and sea transport is essential to both the 
promotion of our free-enterprise economy and the provision of a necessary re- 
serve of facilities in training personnel, essential to national defense and that 
Government operation of its own transport facilities should be limited to that 
essential to military security. 

I might say that of all the Government activities competing with private 
business that we have looked into, that MATS is by far the largest. It dwarfs 
all the others. 

That, in line with this position, it is the wish of the committee that within 
the 1958S appropriations for operation and maintenance and military personnel, 
the Defense Department show a reduction in its expenditures on MATS and 
other Government-owned air transport activities to a point below that expended 
for the 1957 fiscal year. And that these funds then he applied toward making 
greater use, than is being done in this fiscal year, of the United States com 
mercial airlines in meeting their airlift requirements. It is also the wish of 
this committee that a progress report be made by the ist of January 1958 
which would indicate the progress made by DOD in implementing this directive. 

Such a directive would implement the clear and wise policy laid down last 
vear by both the House and Senate in the conference committee letter to Sec- 
retary Wilson, for which both congressional committees are to be heartily com- 
mended, which reads: 

“The Government should, to the greatest extent practicable, adjust its use of 
air transportation so as to use existing unutilized capacity of United States 
air carriers.” 

It is our firm belief, therefore, that appropriations for operation and mainte 
nance as set forth in H. R. 7665 ean be reduced $357,097,000 in the areas sug- 
gested in appendix A. 

(Pp. 14 and 15 of appendix A) 


OPERATION OF AIRCRAFT (FUEL AND OIL) 


The House reduction for this activity is $32 million, or about 5 percent of the 
budget estimate. The national chamber recommends that appropriations for this 
activity be reduced to the fiscal 1957 level of $585 million—a cut of $55 million. 
We realize that fuel and oil costs have increased, but we also know that there 
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has been an increase in the MATS operation to a point where it has expanded 
from a $480 million operation in 1954 to about a $800 million operation at the 
present time. This operation will continue to grow and compete with com- 
mercial carriers until Congress cuts appropriations to finance it. The national 
chamber would object strenuously to any effort to reduce fuel consumption for 
essential aviation activities. However, there is every indication that the Air 
Force is expanding their nonessential flight activities each year to a point where 
it is becoming a terrific burden on the defense budget. We think, therefore, that 
Congress has a great responsibility in this area to make sure that these costs 
do not get out of control and should take action at this session of Congress to 
maintain the level of expenditures for this activity at the 1957 level and make 
certain that the MATS operation is curtailed for the future. 


Mr. Fioop. Now, Mr. Chairman, we begin to get into a battle of 
figures. 


It will be recalled that the last sentence in the relevant section of 
Senate Report 543, which was endorsed by the House, stated : 


The committee desires the report be made by the 1st of January 1958 which 


would indicate the progress made by the Department of Defense in implement- 
ing this directive. 


It is obvious that we were not content to let a full year go by before 
knowing what was happening to our congressional dir ective. 

I find, Mr. Chairman, the Defense Department did make such a 
report, not to both committees, but only to Senator Hayden in the form 
of a letter of January 14, 1958, from the Honorable Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics), to Senator 
Hayden, which has very thoughtfully been made available to me by 
the distinguished Senator from New Mexico (Senator Chavez). 

The Senator from New Mexico apparently found the report highly 


unsatisfactory and brought the matter to the attention of the Secretary 
of Defense, Mr. McElroy. 


Again to keep the record straight, I will insert the complete ex- 


change of correspondence between the Senate Appropriations Com- 
mittee and the Pentagon on this subject. 


(The material referred to follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington, D. C., January 14, 1958, 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee. 


Dear Mr, CHAIRMAN: This is in response to the request contained in Senate 
Report 543 (p. 14) dated June 28, 1957, for a progress report regarding the 
implementation of certain desires of your committee with regard to the use of 
commercial carriers. 

Investigation of the specific areas of interest to your committee reveals that— 

a. In the procurement of transportation, it is the policy of the Department 
of Defense to give all commercial carriers a fair and equal opportunity to 
offer their facilities. Carriers are provided, to the extent practicable, equal 
access to information regarding commercial movements of cargo and personnel. 

b. The Department of Defense makes every effort to centralize the procure- 
ment of transportation so as to consolidate movements in the interests of 
economy and to avoid dividing groups into small units. In international trans- 
portation, personnel are moved as individual or small groups by commercial 
means only when movements on Military Air Transport Service (MATS) or 
MATS contract airlift will not meet requirements of the Department of De- 
fense or provide the greatest overall economies. Within the continental United 
States, regulations provide that transportation officers making travel arrange- 
ments for groups of 15 or more persons traveling from the same noint of origin 
to the same destination will make application for routing to the Military Traffic 
Management Agency, Department of the Army. This Agency is responsible for 
making arrangements for the travel of 15 or more persons between points in 
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the United States for all of the military services. In view of the nature of 
the travel requirement, an exception is made to permit local transportation 
officers to route recruits from the point of enlistment to the first point of 
training. The number of recruits that will be accepted is not known until 
late in the afternoon, and the recruits must move the day of acceptance. Due 
to the limited time available after a firm travel requirement has been estab- 
lished, it is not normally feasible to submit routing requests to MTMA for 
transmittal to carrier associates for bid. However, when a charter air movement 
is desired, the request is transmitted to MTMA for routing. 

ce. At installations where commercial carriers are permitted to offer their 
services for sale to individual personnel, it is the policy of the Department of 
Defense that representatives of all modes of commercial transportation are 
afforded equal access without discrimination provided there is a need for such 
representation. 

d. As indicated by the attached report rendered by the Air Force, which 
does not as yet include commercial air transportation procured through the 
use of Government transportation requests and Government bills of lading by 
the military departments, or the traffic moved by the Navy “Quick Trans,” 
the Department of Defense is using commercial air transportation service for 
36.8 percent of its air passenger traffic, and 25.8 percent of its air cargo traffic. 
Considering only international air transportation, which is the primary area 
of responsibility of the Military Air Transport Service, the Department of 
Defense is using commercial air transportation service for 36.8 percent of its 
air passenger traffic and 10.2 percent of its air cargo traffic, not including air 
transportation procured through use of Government transportation requests 
and Government bills of lading. All commercial percentage figures will be 
subject to upward revision to include traffic not presently included when the 
Air Force completes its study for the Department of Defense. However, it 
can be expected that the percent of overall passenger airlift (36.8 percent), 
which presently covers only international air transportation, will be subject to 
a significant upward revision when domestic and international passenger traffic 
data moved by Government transportation requests are included. The upward 
revision of the figures for international air transportation will not be as great 
since the bulk of international air transportation is procured by contract 
rather than Government transportation request. 

I trust that the information provided by this letter will be of value to 
your committee in its deliberations on this important subject. As additional 
information becomes available, it will be forwarded to you immediately. I 
assure you that the Department of Defense will make every practicable effort, 
consistent with the efficient and economical utilization of the military-owned 
resources of MATS, to use commercial air transportation to meet air trans- 
portation requirements of the Department of Defense. 

Sincerely yours, 
PERKINS McGotIRre, 
Assistant Secretary of Defense 
(Supply and Logistics.) 


DOD airlift trafic by military and commercial means for first half fiscal year 1958 





Passenger Cargo 

1. Overall DOD airlift (MATS, and commercial airlift, domestic and inter- Ton-miles Ton-miles 

a ne ee Oe ees 206. 662, 054 444, 791, 216 
2. DOD airlift by commercial means (domestic and international) _._____. 76, 073. 454 114, 732, 216 
3. Overall DOT international airlift (M4 TS and commercial) - Tees 206, 662, 054 367, 955, 647 
4. DOD international airlift bv commercial means._-_- 76, 073, 454 37, 896, 647 
5. Percent of item 2 (DOD airlift by commercial means) to item 1 (overall 

DOD airlift) for passenger and cargo senarately) __- percent 36. 8 25.8 
6. Percent of item 4 (DOT international airlift bv commercial means) to item 





3 (overall DOD international airlift) for passenger and cargo separately =| 
percent__| 36.8 10.2 





Norte 1.—Figvres based on actval procvrement for months of Jylv throrgh October and estimated pro- 
cevrement for months of November and December. However, air mail data which is included was based 
on procurement for Ivlv and Anenst and estimated for October thro-gh December. 

Nore 2.—International inelndes all overseas airlift for purpose of this report except TR and GBL move- 
ments. 

NOTE 3.—This report does not inclnde Departments of Army and Air Force data on TR and GBL ton- 
miles. nor does it incl-de Department of the Navy “Ouick Trans.’”’ TR or GBL data. When this data is 
included, all commercial percentaze figures will be subject to upward revision. 
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UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WoRKS, 
February 15, 1958. 
Hon. Neit H. McEtroy, 
Secretary of Defense, Washington, D. C. 

My Dear Mr. Secretary: In regard to the report which our committee re- 
quested be made by the Department of Defense by the 1st of January, 1958, which 
was to indicate the progress made by the Department of Defense in implementing 
the directive of this committee as stated in the committee’s Report No. 543 of 
last year on Department of Defense appropriation bill, 1958, we have received 
and studied your letter of January 14, 1958. 

From your letter, it appears that there has been some misunderstanding by 
the Department of Defense as to the intent of our committee in regard to the use 
by the Military Air Transport Service of United States civil air carriers. 

Under that part of our Report No. 543 entitled “Use of Commercial Carriers” 
we stated among other things— 

“In summary we do not feel that sufficient effort has been made by the 
Department of Defense in the international and overseas field to ‘adjust its use 
of air transportation so as to use existing unutilized capacity of the United States 
air carriers.’ ” 

Our committee in its report stated further— 

“Tt is the wish of the committee, therefore, that within the 1958 appropriations 
for operations and maintenance and for military personnel the Defense Depart- 
ment reprogram expenditures for operating MATS and other Government-owned 
transport activities sufficiently to permit the funds so reprogramed to be applied 
toward procuring the services of United States civil air carriers to meet as nearly 
as possible 40 percent of the cargo requirements of the Military Air Transport 
Service.” 

The language of the committee’s report in regard to its wishes that 40 percent 
of the passenger requirements and 20 percent of the cargo requirements of the 
Military Air Transport Service be procured from United States civil air carriers 
is quite clear. From your letter of January 14, it appears that you have inter- 
preted this part of our report to mean that overall procurement of air transporta- 
tion by the Department of Defense might satisfy the requirement of the commit- 
tee which specifically applies to procurement to be made by the Military Air 
Transport Service. This is not consistent with the request made in our report, 
and the committee does not feel that its specific request pertaining to procurement 
of 40 percent of the passenger requirements and 20 percent of the cargo require- 
ments of the Military Air Transport Service, has been met. 

The committee restates, reaffirms, and emphasizes its position of last year, as 
stated in its report on Department of Defense appropriations for fiscal year 1958, 
in regard to use of civil air carriers. It was and is the wish and intent of the 
committee that the Military Air Transport Service procure and utilize the services 
and capacity of the United States civil air carriers to transport and meet 40 
percent of the passenger requirements and 20 percent of the cargo requirements 
of the Military Air Transport Service. These percentages apply specifically to 
transportation requirements of the Military Air Transport Service, to be procured 
by the Military Air Transport Service from United States civil air carriers. 
The committee’s wishes and intent in regard to the use of civil air carriers by 
the Department of Defense in meeting the Department’s overall requirements for 
peacetime airlift was clearly expressed otherwise in the committee’s report of 
last year. Therefore, it will be expected that the Department of Defense will 
immediately undertake to carry out the full intent of the committee as expressed 
in our report of last year and as further clarified herein. 

Very truly yours, 


DENNIS CHAVEZ, 
United States Senator. 











911 


UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WORKS, 
February 21, 1958. 
Hon. New H. McE roy, 
Secretary of Defense, 
Washington, D. C. 

My Dear Mr. Secretary: In further regard to my letter to you of February 
15, 1958, concerning the directive of our committee as stated in the committee’s 
Report No. 543 of last year on Department of Defense appropriation bill, 1958, 
I have noted that in quoting the language of the report at the top of page 2 of 
my letter to you, a typographical error was made in copying this language. 
The quotation from the report should, of course, read : 

“It is the wish of the committee, therefore, that within the 1958 appropriations 
for operations and maintenance and for military personnel the Defense Depart- 
ment reprogram expenditures for operating MATS and other Government-owned 
transport activities sufficiently to permit the funds so reprogramed to be applied 
toward procuring the services of United States civil air carriers to meet as 
nearly as possible 40 percent of the passenger requirements and 20 percent of 
the cargo requirements of the Military Air Transport Service.” 

I will appreciate your taking note of this in considering my letter to you of 
February 15, 1958. 

Very truly yours, 
DENNIS CHAveEz, United States Senator. 





OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., February 21, 1958. 
Hon. DENNIS CHAVEZ, 
United States Senate. 

DEAR SENATOR CHAVEZ: Secretary McElroy has asked me to acknowledge your 
letter of February 15, concerning the use by the Millitary Air Transport Serv- 
ice of United States civil air carriers. 

Your letter has been referred to the appropriate officials within the Depart- 
ment of Defense with the request that a reply be forwarded directly to you. 

Sincerely yours, 
CARLTON R. ADAMS, 
“Captain, USN, Deputy Assistant to the Secretary (Legislative Affairs). 





OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington, D. C., March 5, 1958. 
Hon. Dennis CHAVEZ, 
United States Senate. 

Dear SENATOR CHAVEZ: This office is in receipt of your letter of February 15, 
1958, concerning the procurement of United States commercial air transport 
services to meet a stated amount of Military Air Transport Service require- 
ments, 

We appreciate your interest in the health and development of United States 
civil air carriers. The Department of Defense does not wish to obstruct that 
development but rather to encourage it. 

The wishes of the committee as expressed in your letter will be given fullest 
consideration by the Department of Defense in the utilization of its funds for 
the procurement of commercial air transportation. 

Sincerely yours, 
EARL B. SMITH, 
Director for Transportation, Communications, and Petroleum Policy. 


25095—58 os 
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UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WorRKs, 
March 31, 1958, 
Hon. DANIEL J. Foon, 
Old House Office Building, Washington, D.C. 


DEAR CONGRESSMAN: In accordance with your letter of March 21, I am enclos- 
ing, herewith, the information you requested. 
With kind regards, I am 
Sincerely, 
DENNIS CHAVEZ, 
United States Senator. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., Friday, April 4, 1958. 
Senator DENNIS CHAVEz, 
Chairman, Appropriations Subcommittee on the Department of Defense, 
United States Senate. 

DEAR SENATOR: Thank you for your letter of March 31 and its enclosures. 

I thought the point in your letter of February 15 to the Secretary of Defense 
was well taken in that the requirement of Senate Report 543 was that the Defense 
Department reprogram their operation and maintenance funds and their per- 
sonnel funds so as to reduce their expenditures for operating MATS and other 
Government-owned transport activities sufficiently so as to be able to buy the 
services of United States civil air carriers to meet as nearly as possible 50 per- 
cent of the passenger requirements and 20 percent of the cargo requirements 
of the Military Air Transport Service. 

It is very clear that Senate Report 543 referred to the international routes on 
which MATS does most of its competing with commercial airlines and not to 
the domestic picture. 

It is readily apparent from the figures on page 192 of our new House hearings 
on the defense appropriations for 1959 that only about 10 percent of the MATS 
international cargo movements are being contracted out to United States civil 
air carriers which is just half as much as the committee said should be done 
in giving the 20 percent figure in Senate Report 543. 

Furthermore the 20 percent figure in Senate Report 543 applied to the whole 
of fiscal year 1958 and since more than half of that fiscal year has gone, and 
since during that half of the year MATS only gave out to the civil carriers half 
of what the commitee told them to give out, it is obvious to me that in order to 
have the full fiscal year come out the way Senate Report 543 intended, MATS will 
now have to quadruple its cargo offerings to the commercial airlines. 

I see nothing in Mr. Earl B. Smith’s rather general letter of March 5 to you to 
indicate that any such remedial action is being undertaken by the Defense De- 
partment, so I venture to suggest that you might want to write back again to 
the Secretary of Defense and point out that if the wishes of the committee ex- 
pressed in Senate Report 543 are to be met for the full fiscal year he is going to 
have to issue orders to multiply by quite a bit, probably at least 4 times, the 
amount of international cargo currently being offered to United States civil air 
carriers. 

If you receive an indication from the Defense Department as to what they are 
doing’ to implement this part of Senate Report 543, I should very much like to 
know about it. 

Our House committee is tackling MATS on April 14, and I will keep you posted 
as to what happens at this side of the Capitol. 

Sincerely yours, 
DANIEL J. FiLoop, 
Member of Congress. 


Aprit 11, 1958. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee. 


Deak Mr. CHAIRMAN: This refers to our letter to you dated January 14, 1958, 
which transmitted certain information relating to the procurement of commercial 
air transportation by the Department of Defense. 

In that letter, it was advised that all of the percentage figures provided therein 
would be subject to upward revision when information could be obtained on the 
transportation procured by Government transportation requests, Government bills 
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of lading, and the Navy Quick Trans system. This information has been assem- 
bled and a revised report is submitted herewith as a Summary Report on Use 
of Commercial Air Transportation. 

Iassure you that the Department of Defense will make every practicable effort, 
consistent with the efficient and economical utilization of the military owned 
resources of the Military Air Transport Service, to use commercial air transporta- 
tion to meet air transportation requirements of the Department of Defense. 

Sincerely yours, 
Ear B. SMITH, 
Director for Transportation, Communications, and Petroleum Policy. 


Apri 14, 1958. 
Hon, DENNIS CHAVEZ, 
United States Senate. 


DEAR SENATOR CHAVEZ: This refers to your letters of February 15 and 21, 
1958, and our reply of March 5, 1958, concerning the procurement of United 
States commercial air transport services to meet a stated amount of Military 
Air Transport Service requirements. 

In this connection I am forwarding a Summary Report on Use of Commercial 
Air Transportation which, I hope, will clarify the problem and the position 
of the Department of Defense in this matter. 

I assure you that the Department of Defense will make every practicable 
effort, consistent with the efficient and economical utilization of the military- 
owned resources of MATS, to use commercial air transportation to meet air 
transportation requirements of the Department of Defense. 

Sincerely yours, 
EArt B. SMITH. 
Director for Transportation, Communications, and Petroleum Policy. 


SuMMARY REpPoRT ON USE OF COMMERCIAL AIR TRANSPORTATION 


The attached chart (table I) which covers the first half of fiscal year 1958, 
shows the procurement of commercial airlift to meet those Department of De- 
fense requirements which were placed against the Military Air Transport Serv- 
ice (MATS). Commercial airlift, in that period, was used to move 36.8 percent 
of the passenger and 6.3 percent of the cargo requirement. 

The figures furnished in the attached table I reflect the peacetime commercial 
augmentation of MATS which was achieved for the first half of fiscal year 
1958 without reprograming personnel or maintenance and operations funds. 
Such reprograming would have resulted in a MATS operating rate which would 
have been substantially below the minimum required to enable successful 
prosecution of war plans. In addition, it is estimated that for every ton-mile 
of commercial airlift which might be purchased with reprogramed operation and 
maintenance dollars, the production of military airlift would be reduced by 
about 4 ton-miles. 

This is explained as follows: MATS average operating rate in fiscal year 
1957 was 4.3 hours per aircraft per day; if this rate had been reduced by 1 
hour per day for the year, savings on crew temporary duty, travel allowances, 
fuels and lubricants, parts and supplies to maintain aircraft and contract main- 
tenance for the depot level overhaul would have come to some $17.2 million. 
No savings would have been realized in assigned crew, maintenance, traffic, com- 
munications or other personnel, or in operating facilities and bases, or in air- 
craft equipment. All these were, and are needed at present or higher levels 
for emergency operation. 

The Department has noted with some concern the committee’s wish that 
“within the 1958 appropriations for operations and maintenance and for mili- 
tary personnel the Defense Department should reprogram expenditures for op- 
erating MATS and other Government-owned transport activities sufficiently to 
permit the funds so reprogramed to be applied toward procuring the services 
of United States civil carriers to meet as nearly as possible, 40 percent of the 
passenger requirements and 20 percent of the cargo requirements of the Mili- 
tary Air Transport Service.” 

In expressing this concern, the Department of the Air Force has stated 
that little or no reprograming has taken place within the funds allocated di- 








914 


rectly for operation and maintenance, or for personnel of the Military Air 
Transport Service. The reason for not taking such action, simply stated, is the 
belief that the national interest, and particularly the defense posture would 
be adversely affected if MATS ability to carry out strategic deployments, and 
other war plan activities, were in any way reduced. 

There are, in addition, other substantial reasons which relate to effective, 
efficient use of Government resources to promote logistics economies; however, 
the contribution by MATS to our retaliatory strength—in either general or local 
emergencies—is by far the most important consideration. Therefore, we would 
like to take this opportunity to present additional information which will indicate 
the compelling need for MATS as an essential element of the combat forces. 

The size and operating rate of the Military Air Transport Service has been 
established on the basis of the tasks and missions which that force must perform 
in an emergency. These tasks and missions are based on overall Department of 
Defense airlift needs. The Joint Chiefs of Staff, as part of their war planning 
responsibilities, have determined these wartime airlift requirements. They 
have, in addition, reviewed the ability of the Air Force (as represented by MATS, 
with civil augmentation) to meet the wartime airlift requirements, and have 
determined that this ability is generally adequate. The JCS have also determined 
that Air Force airlift programs for wartime airlift should be continued as present- 
ly planned, subject to annual review. 

The Departments of Defense and of the Air Force have long believed that it is 
neither practical nor desirable to maintain military airlift forces sufficient to 
meet all airlift requirements of an emergency. Therefore, our plans include the 
use of civil augmentation in the form of the civil reserve air fieet. The scope 
of the peacetime augmentation of MATS is indicated by Table I. 

However, the wartime requirements include certain minimum needs which, 
on the basis of timing, experience, instantaneous availability. readiness and types 
of equipment, must positively be met by military airlift forces. These are 
hard-core airlift needs of such crucial importance at the outset of war that 
reliance for their fulfillment must be placed on the seasoned, properly equipped, 
disciplined military force represented by MATS. 

MATS is a carefully integrated part of the overall combat force. The needs 
for readiness, instant reaction and responsiveness to military command and 
control in military airlift forces are the same as those needs in other military 
forces. 

In order to function as an integral part of the combat forces MATS must 
train and exercise in peacetime at a rate from which it can expand in an emerg- 
ency. Operational readiness of this complete airlift system is an absolute neces- 
sity; the Air Force achieves this readiness through actual operations in peace- 
time with the right numbers of military personnel, military transport aircraft, 
other equipment and dollars. This is the only way we can insure instantaneous, 
effective, full-scale reaction if war should come. 

The current peacetime operating rate of MATS is considered to be at the 
minimum for meeting the emergency requirements and for carrying out the con- 
cepts outlined above. We feel, and have felt for some time, that MATS peace- 
time operating rate should be at an optimum, rather than at a minimum level: 
in fiscal year 1956 our programs for MATS were adjusted to raise the objective 
peacetime utilization rate gradually from four flying hours per aircraft per 
day, to 6 hours per day by January 1, 1959. This objective has not yet been 
attained, due principally to lack of skilled manpower in maintenance categories: 
the rate for MATS strategic transport fleet as of January 1, 1958, was at 43 
hours per day. 

The foregoing statements lead appropriately to further discussions of effective, 
efficient use of Government resources in the area of logistic economies. 

If the MATS operation had been reduced by 1 hour per day for fiscal 1957 
(as described in the second paragraph, above) a corresponding annual reduction 
of some 236.8 million ton-miles of military airlift would have resulted. If the 
$17.2 million made available by thus reducing MATS operation had been applied 
to buy commercial airlift at present competitive rates, then about 93 million 
ton-miles could have been bought. This would have represented about two-fifths 
of the ton-miles lost by curtailing MATS. 

However, estimates indicate that large-scale purchases of commercial airlift in 
this period would have quickly used up whatever excess capacity existed in the 
market, and the increased demand would have forced prices upward. Therefore, 
the Air Force has estimated, conservatively, that the $17.2 million would in fact 
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have bought only some 60 million ton-miles of commercial airlift, or about one- 
fourth of the airlift which would have been lost if MATS operating rate had 
t back. 

TEE Romapumeut. through actions by the Air Force, the Joint Chiefs of Staff, 
the Department of Defense, the Bureau of the Budget and the Congress, has 
recognized the need for a strong military airlift force. The taxpayer has provided 
funds for the equipment, facilities, personnel and other resources to create this 
force. MATS would be a wasting asset, if through lack of training and experi- 
ence, it was incapable of meeting the emergencies for which it was created. 
Moreover, if MATS training and exercise generate a useful product, namely peace- 
time airlift usuable for the necessary deployment and maintenance of our 
forces, it would be wasteful of the taxpayers’ investment not to put this product 
to work. 

For these reasons the Department seriously believes that the use which is made 
of MATS under peacetime conditions is actually in the best interest of the 
Government. 

The report which was furnished to you on January 14, 1958, included a partial 
computation of overall Department of Defense uses of commercial airlift. A 
more complete computation of these figures is inclosed as table IT. This in- 
formation is presented in connection with that part of Senate Report 543 which 
indicated the committee’s feeling that the Department had not made sufficient 
effort to use commercial airlift in the international and overseas field. 


TaBLe I.—MATS military versus commercial airlift during 1st half fiscal year 1958 

















| 
Passengers | Cargo 
i 
Millions of Percent Millions of Percent 
ton-miles ton-miles 
ee ae a Se . a a a er ol 
Military - . .--- odall 130. 6 | 63.2 | 330.0 | 93.7 
Commercial___-- = : 176.0 | 36.8 | 222.0 | 6.3 
Total...... ihjeetherntt 206. 6 | 100.0 | 352.0 | 100.0 











1 Cost of commercial passenger airlift , $24,442,000. 
2 Cost of commercial cargo airlift, $4,422,000. 


TaBLe II.—DOD airlift traffic by military and conimercial means for 1st half fiscal 
year 1958 











| Passenger | Cargo ton- 
| ton-miles miles 
| 
o icici chap eintncd <i 
1, Overall DOD airlift (MATS, and commercial airlift, domestic and inter- 
national) ___. 274, 609, 211 | 466, 445, 631 
2. DOD airlift by commercial means (domestic and international) _- ; 144,020,611 | 136, 386, 631 
3. Overall DOD international airlift (MATS and commercial) .....--- a 212, 437,735 | 368, 540, 947 
4. DOD international airlift by commercial means___-- 81, 849, 135 | 38, 481, 947 
£ 


. Percent of item 2 (DOD airlift by commercial means) to item 1 (overall 

DOD airlift) for passenger and cargo separately - 52.4 29. 2 
6. Percent of item 4 (DOD international airlift by commercial means) to 
item 3 (overall DOD international airlift for passenger and cargo sepa- 
rately__- Soa on eee peceal it nadiectie 38. 5 10.4 





Note.— Figures based on actual procurement for months of July through October and estimated procure- 
ment for months of November and December. However, airmail data which is included was based on 
procurement for July through September and estimated for October through December. 


Mr. Froop. I think the careful study I have made of this cor- 
respondence, Mr. Chairman, will save those of us on this side of the 
Capitol a great deal of time because we can take advantage of the fact 
that the Senate committee has already brushed aside various statisti- 
cal subterfuges advanced by the Defense Department. 

I hope that today’s witnesses will not attempt to repeat these 
mathematical mirages. 
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To summarize briefly, the Defense Department included a lot of 
figures which I have already inserted, designed to show that the 
Defense Department was not thumbing its nose at the Congress but 
was carrying out the provisions of Senate Report 543 and House Re. 
port 841 duri ing the first half of the fiscal year 1958. 

The Senator from New Mexico was quick to point out that the 
Pentagon statistics were based on overall DOD airlift, whereas the 
language of the report merely emphasized that the complete use of 
commercial air, which was being directed i in that report, was to apply 
in the “international and overseas field,” and that the requirement 
that is nearly as possible 40 percent of the passenger requirements 
and 20 percent of the cargo requirements, related to the traffic re- 
quirements of the Military Air Transport Service, and not of the De- 
fense Department as a whole. Taking the Defense Department fig- 
ures of January 14, 1958, at their face value, can be seen by examining 
item 6 in the report attached to the Defense Department letter of 
January 14, 1958, barely 10 percent of the MATS cargoes have been 
given to United States-flag commercial airlines, w hereas Senate Re- 
port 543 and House Report 841 said, “20 percent.” 

It seems obvious to me, Mr. Chairman, that since during the first 
half of fiscal 1958, the Defense Department did only one-half of the 
job which the Congress required them to do, that the Defense De- 
partment is now going to have to quadruple for the remaining half 
of fiscal 1958, the amount of MATS cargo given to United States- 
flag commercial airlines in order to have the full fiscal year comes 
out at the 20 percent figure laid down by the Congress. 

I note that on March 5, 1958, Earl Smith, the Director of Trans- 
portation for the Department of Defense, expressed in a very general 
sort of way, the desire of the Defense Department to carry out and not 
obstruct the wishes of the committee. 

I will now ask the witness for the Air Force this question: Is the 
Air Force for the balance of the fiscal year 1958, taking the necessary 
steps to insure that the services of the United States civil air carriers 
are procured to meet “20 percent of the cargo requirements of the 
Military Air Transport Service”? If such steps have not been taken 

rior to this moment, can the Air Force take the necessary steps dur- 
ing the period between now and the end of the fiscal year 1958 to make 
sure that the 20 percent cargo requirement is adequately met for the 
whole fiscal year 1958? Pause for reply or replies, depending on the 

nature of which the following may or may not be useful : 

Mr. Chairman, I think we all realize that the Air Force and the 
MATS people have fought tooth and nail for 2 years against the policy 
laid down by the Congress. But the policy has been laid down by the 
Congress. It is spelled out in black and white. It is agreed to by both 
Houses of Congress. Do I understand from the witness that the Air 
Force is deliberately defying the Congress in refusing to carry out 
the directive that 20 percent ‘of the MATS cargoes should be offered 
to United States-flag commercial airlines? 

I realize that you don’t want to do it, but the Congress has told you 
todo it. Now the question is, are you going to do it? 

Now there is no use saying that the Air Force is carrying out the 
congressional directive within the limits of the funds appropriated. 
We ‘anticipated that excuse last year, based upon the excuse used by 
the Air Force the year before that. 
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To refresh everybody’s mind, the year after we had laid down the 
“ynutilized space” principle, I inquired, particularly in pages 1759- 
1762 and 1784-1785 of the House hearings on Defense appropriations 
for 1958, as to why MATS did not imitate the practice of MSTS who 
gives 70 percent of its cargoes to the United States-flag commercial 
lines as c ompared with only 10 percent in the case of MATS, and was 
answered : 

Subject to the availability of funds, the same general principles observed for 
ocean transportation could be followed for air transportation. 

Similarly, when I inquired why 8 or 10 million dollars a year of 
MDAP traffic was moving on MATS instead of commercial lines, I was 
answered : 

All MDAP traffic carried to Europe and Asia could have moved via commercial 


carriers with certain exceptions caused by weight and size limitations. United 
States registry commercial carriers were utilized to the maximum permitted 
by available funds. 

I then commenced to find out that funds for operating MATS and 
other Government-owned transport activities are carried in the same 
“basket categories” known as Operation and Maintenance and Per- 
sonnel, wherein are carried also the funds for purchase of commercial 
transportation. 

However, I found also, in a different volume of hearings, a subject 
not mentioned in our 200-page hearing on MATS, pages 1586-1786 of 
the House hearings on defense for 1958, and at page 675 of the House 
hearings on the Air Force for fiscal 1958 an itemization under project 
433 which would, if left unchanged, have diminished the amount of 
money within the “Operations and maintenance and personnel” ap- 
propriations to be allowed for the purchase of commercial air trans- 
port. 

I was further advised by House legislative counsel that little item- 
izations of this sort, even though not written into the language of the 
appropriations bill, would probably be considered binding by the Air 
Force in the absence of a committee directive to the contrary. 

So what was happening during fiscal 1957 was that the Air Force 
was tying its own hands as to the extent it could use commercial air 
transport by tucking in itemizations which limited the funds for com- 
mercial air, although not limiting the funds for building up MATS 
itself. 

To forestall a similar dodge being used in fiscal 1958, both the House 
and the Senate directed that within the “Operations and maintenance 
and personnel” appropriations, the DOD reprogram expenditures so 
that they expend less on MATS and other Government-owned trans- 
port activities and more on commercial air. 

Let me quote the exact language: 

It is the wish of the committee, therefore, that within the 1958 appropriations 
for “Operations and Maintenance” and for “Military Personnel,” the Defense 
Department reprogram expenditures for operating MATS and other Government- 
owned transport activities sufficiently to permit the funds of reprogram to be 
applied toward procuring the services of the United States civil air carriers to 
meet as nearly as possible 40 percent of the passenger requirements and 20 percent 
of the cargo requirements of the Military Air Transport Service. 

Now it is clear that the Congress placed no fund limitations on the 
Defense Department to carry out the directive to make increased use of 
United States civil air carriers. So that the witnesses here today can- 
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not legitimately plead that the Congress tied their hands. It is just 
the opposite. Congress directed that the Pentagon hands not be tied, 
and that they should spend less on the Government-owned and Govern- 
ment-operated transport activities, including MATS, and more on 
United States-flag commercial airlines. 

Now let me ask the witness for the Air Force this question: Has there 
been a reprograming of funds within the huge “Operations and main- 
tenance” appropriation and the huge “military personnel” appropria- 
tion, so that sufficient funds have been loosened up to procure the 
services of United States civil air carriers to meet 40 percent of the 
passenger requirements and 20 percent of the cargo requirements of 
MATS? 

Has the Air Force Department in project 533 and project 433 made 
a reprograming to increase the use of commercial air to the levels 
directed by the Congress? 

Tf not, are you going to do so before the fiscal year 1958 ends? 

Mr. Manon. Gentlemen, we are very grateful to you for your co- 
operation and your assistance and you will have a chance to look at 
this record later and make it as intelligible as you can. 

You can then add anything that is necessary for clarity. 

Thank you very much. 

Mr. Sarr. Thank you very much, Mr. Chairman. 

(The following are questions by Mr. Flood and answers thereto sub- 
mitted for the record. ) 


DEPARTMENT OF THE AIR FORCE 


Question 1. How many aircraft in MATS? 

(The answer, being classified, has been supplied to the committee.) 

Question 2. How many assigned to regular passenger-cargo runs? 

Answer. Average number of aircraft in passenger or cargo operations for cal- 
endar year 1957 is as follows: (These figures may not agree with the actual 
numbers on hand as of December 31, 1957, although the percentages are con- 
sidered representative during this time period). 











Type 
Passenger : Number Percent 
hh ee kh a oS hs coe ar er ee eae 12 on 
ea a Dea i a ara ia aR tk terete 7 oti 
a a i ee a ee ee 28 aa 
Pere se Ne ee ee 114 27 
Cargo: 
ns Sa dE ae ee 28 a: 
a a eee ee el ea ee ee 144 Soa 
a ee hE Ng ee ee Ae) ke ee 79 ik 
Oe Na i tee Se ee 24 ihe 
UN i a ah an ee a 275 66 
ronments Cree co a ee ee 28 7 
tT So eects te Li a he wre ts oe 417 100 


Question 3. How many aircraft in maintenance? (This refers to aircraft used 
for transporting spare engines, spare parts, etc.) 

Answer. Replies are furnished in three parts, as several interpretations are 
possible : 

a. Two C—54 aircraft are engaged exclusively in transporting engines and 
spare parts. These are known as mobile maintenance aircraft: one each is 
operated by Atlantic and Pacific divisions of MATS. The primary purpose of 
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these aircraft is to provide specialized support for accomplishing maintenance 
on MATS aircraft, beyond the capability of the local maintenance facility. A 
MATS aircraft making an unscheduled landing due to engine failure, for ex- 
ample, will usually require assistance from a mobile maintenance aircraft, if a 
spare engine can not be obtained locally. 

b. From the flying hour capability of the strategic transport fleet 2 percent 
is reserved for maintenance test hours. 

ec. The third possible interpretation that may be applied to the question con- 
cerns the actual numbers of aircraft in a maintenance status. Aircraft under- 
going IRAN (inspection and repair as necessary) averaged about 78 at any 
given time during calendar year 1957. During such depot level overhaul, the 
aircraft are removed to a non-MATS maintenance facility. 

The actual percentage of aircraft at home base out of commission fluctuates 
between 25 and 47 percent. A recent spot check for example, revealed 38 percent 
of the fleet at home base technically out of commission. However, these per- 
centages do not reilect the true status of the MATS fleet. The existing main- 
tenance system within MATS, which commits all aircraft returning from over- 
seas flights to a maintenance check prior to another flight, results in an artifi- 
cially high out-of-commission rate. Many of these aircraft undergoing the above 
check are immediately released, although they were statistically out of com- 
mission. 

Aircraft, although mechanically acceptable, frequently remain in a mainte- 
nance status until such time as they are physically positioned at the freight ter- 
minal for loading. Thus numerous aircraft in the possession of the maintenance 
organizations could be released immediately if the need arose. 

ast experience has indicated that, under emergency conditions, about 60 per- 
cent of the fleet is immediately available, including those aircraft in flight which 
could be diverted to onload bases. 

Question 4. How many in standby or other status? 

Answer. Aircraft at home base, in commission, are, of course, immediately 
available. Iurthermore, a large number of aircraft awaiting minor maintenance 
can be placed in commission without delay. Secondly, it must be emphasized 
that many more aircraft, departing or due at domestic terminals, would be 
immediately subject to recall or diversion. 

At present utilization rates, about 36 percent of the aircraft at home base 
are in commission. As explained in the previous answer, however, an estimated 
60 percent of the fleet could be dispatched immediately. During periods of 
international tension, implementation of MATS progressive readiness schedules 
would result in practically all aircraft at home base being put in a combat- 
ready status. 

In the operation of a transport fleet in peacetime, the attainment of high in- 
commission rates is not particularly necessary, provided all trips are operated 
on schedule and the programed flying-hour objectives are met. In preparation 
for maximum-effort operations, however, the attainment of maximum in-com- 
mission status would have priority over all other efforts. 

Question 5. How many aircraft in the Air Force of the type referred to as 
“transports, administrative aircraft, etc.” ? 

Question 6. Give breakdown as to assignment by command or other special 
assignment. 

(The answers, being classified, have been furnished to the committee.) 


DEPARTMENT OF THE ARMY 


Question. For fiscal 1959, how much is the requested Army appropriation for 
domestic air transport, broken down between passengers and cargo? Is that 
all for commercial air, or does it include MATS? How much for surface 
transport? 

Answer. a. $30,000 has been requested under appropriation “Maintenance 
and operation, Army, project 2250.2,” for domestic commercial airfreight 
movements. 

b. $48,627,000 has been requested under appropriation “Maintenance and 
operation, Army, project 2250.1,” for second-destination freight movements by 
domestic surface transport. 

Question. For passengers, cargo, and mail and parcel post (all three sepa- 
rately) moving outside the continental United States, how much is the requested 
appropriation for surface transport, and how much for air transport? Of the 
air transport funds, how much is expected to go to United States-flag commercial 
airlines? 
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Answer. The following data is furnished to cover that portion of the question 
relevant to “Maintenance and operation, Army, P2250,” “Maintenance and opera- 
tion, Army, P2520,” and “Military personnel, Army, P1331.” 

The requested appropriation includes: 


-assengers: 
a. Army military and military dependents on permanent change 
of station overocean between continental United States and 
overseas, within and between overseas areas: 
(1) Via surface___ ahah ede ected hea cence at Ee ae $43, 154, 000 
C2). Wi8: Bit ek ee ees re ee bie ee 352, 693, 000 
b. Army civilian and civilian dependents on permanent change 
of station overocean between continental United States and 


OVETEGHS “VIN: BUPTECR see eee ca nea sears 2, 214, 000 
ec. “Maintenance and operation, Army, P2250.1” funded to the 
overseas commanders (rental and lease) _-_-_____________ 4, 675, 000 


Cargo: 
a. Troop support and personal property overocean between con- 
tinental United States and overseas, within and between 
overseas: 
CE) "Vid es ht eee 91, 186, 510 
Ce Re IE os cscs penitence sini aoioe scree cc acea Mcasl latea 18, 786, 300 
b. Inland second-destination freight funded to overseas com- 
manders: 
(LY Vid: CUSTRCe CUE eee abdicate eenn see een 28, 387, 000 
a Rr ate a an eae acne etenes 157, 000 
Mail and parcel post overocean between continental United States 
and overseas: 
Cy Whe eee ee ee bots an niBe on 3, 154, 490 
BS RIN SE a eae ag ee ae 17, 744, 700 


Question. The Army has stated (chart on p. 493 of hearings of Military Op- 
erations Subcommittee of House Government Operaticns Committee) that it has 
become more airminded and uses air transport for 58 percent of its domestic 
passenger movements. Since in international and overseas transportation there 
is an even greater savings in time to be obtained by use of air over surface 
transport, why doesn’t the Army use air as much in Overseas transport as in 
domestic? 

Answer. The Department of the Army used airlift for the movement to and 
from overseas of approximately 35 percent of those passengers for which it had 
movement responsibility in fiscal year 1957. During the first 3 quarters of fiscal 
year 1958, approximately 39 percent of the Army-Sponsored passengers were 
moved to and from overseas by airlift. 

In determining the mode of transportation to be used in the movement of per- 
sonnel to and from overseas, the Department of the Army gives consideration 
to the need to maintain and exercise a nucleus surface fleet as well as an air 
capability to assure its immediate readiness in the initial phases of an emer- 
gency as well as savings in time and cost. Also taken into consideration are the 
military requirements of the overseas areas, utilization of highly skilled per- 
sonnel, transit time and the number of personnel in transit status, as well as 
the relative costs and savings. This procedure results in the optimum utiliza- 
tion of transportation, personnel, and funds in support of military requirements 
and plans. 

Question. Wouldn’t a doubling of the United States civil airlift, especially in 
the cargo field, provide more airlift in the country as a whole to meet the Army’s 
emergency need? 

Answer. Yes, provided that: 

a. The civil cargo airlift capability can be phased into the MATS system in 
the initial hours and days of an emergency, during which time the need for 
civil augmentation of MATS would be most critical. 

b. The configuration of the civil aircraft is suitable to meet the requirements 
of the DOD for the movement of cargo. 

ce. The civil cargo aircraft is capable of transoceanic flight and certain equip- 
ment modifications and crew adjustments can be expeditiously made. 

It should be noted that allocations of airlift to meet the Deprtment of the 
Army emergency requirements is made by the Joint Chiefs of Staff after due 
consideration of the requirements of all services under existing war plans. 
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Question. If the Army wants more airlift available in event of war or other 
emergency, how does the Army expect it to be thete unless the Army moves 
a far larger proportion of its peacetime traffic by air than is now being done? 

Answer. The D/Army use of airlift is based upon sound practices of overall 
military efficiency and economy. 

Utilization of air transportation by the D/Army is in accordance with the 
following policies : 

a. Application of efficient management practices in the economical utilization 
of Government funds. 

b. The need to exercise all military transport to the extent necessary to 
assure its mobilization readiness in accordance with determinations of the Joint 
Chiefs of Staff and approved by the Secretary of Defense. 

A continuing study is being made of the D/Army supply system to determine 
those items of supply which should normally be airlifted in the interest of supply 
and transportation economy and efficiency. 


{Air Transport—Congressional Inquiry] 
TCBCD-EF 
DCSLOG 
CofT 
1 May 1958. 
Mr. Chandler/55329/ebw 
1. Reference is made to DF file LOG/S3 dated April 30, subject as above, 
and question attached thereto. 
2. In accordance with paragraph 5 of the DF referenced paragraph 1 above 
a list of items which cannot be furnished by this office is attached hereto. 
For the Chief of Transportation : 
G. H. BENTON, 
Chief, Budget and Costs Division. 


List OF IrEMS WHICH CANNOT BE FURNISHED BY THE OFFICE, 
CHIEF OF TRANSPORTATION 


Question. For fiscal 1959, how much is the requested Army appropriation for 
domestic air transport, broken down between passengers and cargo? Is that all 
for commercial air or does it include MATS? How much for surface transport? 

This Office cannot furnish: 

1. PCS or TDY movements of military or civilian within CONUS. PCS military 
movement requirements are included in MPA, P-1310; P-1320 (see DCSPER), 
DCSOPS and/or COF). TDY requirements are included in the various bene- 
fiting mission program (see COA). 

2. Domestic surface or air movement of 1st destination freight. These require- 
ments are included in P&P; Single Manager; Stock Fund. 

38. Second destination (surface or air) freight other than that included in 
P-2250.1 and P-2250.2. Requirements are included in Single Manager; Training; 
R&D and other benefiting programs. 

4. Domestic movements freight or passenger via MATS. This requirement un- 
known to this Office. 

5. Domestic movements of household goods and personal property. Require- 
ments are included in MPA. (See DCSPERS, DCSOPS and/or COF.) 

Question. For passengers, cargo and mail and parcel post (all three separately) 
moving outside the continental United States, how much is the requested appro- 
priation for surface transport and how much for air transport? Of the air trans- 
port funds, how much is expected to go to United States flag commercial airlines? 

This Office cannot furnish: 

1. TDY travel except TDY travel TC Units. Requirements are reflected in the 
various benefiting programs. (See COA.) 

2. Passenger movements (air or surface) funded to the overseas commands or 
funded by open allotments. Requirements funded to the overseas commands are 
included in the benefiting programs. For open allotment requirements see COF. 

3. Cargo movements other than those funded within M&O, A P-2250. Require- 
ments are included in MCA, MAP, Civilian Aid. 

4. Mail and parcel post movements other than those moved by ocean and air 
to and from overseas areas. Inter and intra theater movement of mail included 
in P-2250 but cannot be identified. 
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5. Amount of air traffic expected to go to United States flag commercial gir. 
lines. MATS makes the determination as to the type of airlift capability that 
will be furnished to the Army. 

6. Movements within the O/S commands of personal property and household 
goods. Requirements are included in MPA. (See DCSPER, DCSOPS and/or 
COF.) 


Fripay, Apri 25, 1958. 
NationaL Boarp ror THE Promorion or RirLe PRAcTICE 
PUBLIC WITNESSES 


LT. GEN. FLOYD L. PARKS, NATIONAL RIFLE ASSOCIATION 
IRVINE C. PORTER, NATIONAL RIFLE ASSOCIATION 


Mr. Manon. We are pleased to have you here, Mr. Porter and 
General Parks. 

You wanted to present a statement to us in connection with the 
National Rifle Association. 

Mr. Anprews. The witness, Mr. Irvine Porter, is an old friend of 
mine from Birmingham, Ala. He is a distinguished attorney and I 
would like to welcome him before the committee. 

Mr. Porrer. Thank you very much. 

Our remarks this morning will be directed to the appropriation 
for the support of the N: ational Board for the Promotion of Rifle 
Practice. 

We would want to be certain that those two organizations, the Na- 
tional Rifle Association and the National Board for the Promotion 
of Rifle Practice, are not regarded as synonymous. 

Mr. Manon. Yes. We would like to have that clear for the record. 

Now will you proceed in any way you like. 

Mr. Porrer. General Parks will speak first, Mr. Chairman. 

General Parks. My name is Floyd L. Parks and I am a retired 
lieutenant general of the United States Army. I appreciate the op- 
portunity to appear before your committee in connection with the 
item of $300,000 recommended by the President in the budget of the 
United States Government for the fiscal year ending June 30, 1959, 
under the title “National Board for the Promotion of Rifle Practice, 
Army.’ 

I am here representing the National Rifle Association of America 
in my capacity as executive director of that organization, a position 
which I have held since my retirement from the Army, in February 
of 1955, after more than 38 years of service. Also, I ama member 
of the executive committee of the National Board for the Promotion 
of Rifle Practice. Because of my strong belief in the contribution of 
this program to our national defense, I am pleased to actively sup- 
port it as an individual private citizen. 

It is unfortunate that some people have the idea that this appropri- 
ation is a giveaway program for a few individuals to participate in 
a useless and frivolous activity. It is unfortunate, also, that some 
people believe that the rifle is no longer of enough importance to make 
marksmanship training for civilians a legitimate defense activity. 
Nothing could be further from the truth. In my opinion, these in- 
dividuals do not have a true underst anding of the program of the Na- 
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tional Board for the Promotion of Rifle Practice and the importance 
of rifle marksmanship to our Nation. 

The National Board for the Promotion of Rifle Practice was cre- 
ated by Congress in 1903. In his annual message to Congress of 1906, 
President Theodore Roosevelt had this to say: 


The Congress has most wisely provided for a National Board for the Promo- 
tion of Rifle Practice. Excellent results have already come from this law, but 
it does not go far enough. Our Regular Army is so small that in any great war 
we would have to trust mainly to volunteers; and in such event these volunteers 
should already know how to shoot; for if a soldier has the fighting edge, and 
ability to care for himself in the open, his efficiency on the line of battle is al- 
most directly proportionate to excellence in marksmanship. We should estab- 
lish shooting galleries in all the large public and military schools, should main- 
tain national target ranges in different parts of the country, and should in every 
way encourage the formation of rifle clubs throughout all parts of the land. 


This statement was amplified and extended in his eighth annual mes- 
sage to Congress in 1908, as follows: 

There should be legislation to provide a complete plan for organizing the great 
body of volunteers behind the Regular Army and National Guard when war has 
come. Congressional assistance should be given those who are endeavoring to 
promote rifle practice so that our men, in the services and out of them, may know 
how to use the rifle. While teams representing the United States won the rifle 
and revolver championships of the world against all comers in England this year, 
it is unfortunately true that the great body of our citizens shoot less and less as 
time goes on. To meet this we should encourage rifle practice among schoolboys, 
and indeed among all classes, as well as in the military services, by every means 
in our power. Thus, and not otherwise, may we be able to assist in preserving the 
peace of the world. Fit to hold our own against the strong nations of the earth, 
our voice for peace will carry to the ends of the earth. Unprepared, and therefore 
unfit, we must sit dumb and helpless ‘to defend ourselves, protect others, or 
preserve peace. The first step—in the direction of preparation to avert war if 
possible, and to be fit for war if it should come—is to teech onr men to shoot. 


The situation which existed in Teddy Roosevelt’s time is equally true 
today. The very nature of the new weapons of war enhance rather 
than diminish the value of the personal arm. Nuclear bombs, guided 
missiles, and guerrilla activities of future wars will pose a constant 
threat to all areas under our control. Subversive groups, fifth column- 
ists, and just plain cutthroats will thrive on the confusion resulting 
from an attack upon any one of our military installations or major 
cities. More than ever before, the individual soldier and the individual 
civilian will be forced to rely upon the personal weapons with which he 
is armed, and on his ability to use them effectively, if he is to survive. 
To be ready for combat, the Armed Forces must be prepared for a 
general mobilization which involves the induction of millions of civil- 
ans. The National Board for the Promotion of Rifle Practice is 
responsible by law for the promotion of rifle marksmanship among 
those civilians eligible for military service in case of war. 

And now, gentlemen, I would like to comment briefly on the man- 
ner in which the funds and ammunition which Congress makes avail- 
able to the National Board for the Promotion of Rifle Practice are 
used to train civilians in rifle marksmanship. The program is ad- 
ministered by the Director of Civilian Marksmanship of the Depart- 
ment of the Army. The National Rifle Association of America, which 
operates with funds from dues of more than 300,000 individual mem- 
bers and 8,000 affiliated membership groups, is the civilian organiza- 
tion which carries the program to organized rifle and pistol clubs in all 
parts of America. Iam confident that each member of this committee 
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knows that no funds or ammunition made available by this appropria- 
tion will go directly to our association. We wholeheartedly support 
the program because of the established purpose of our organization 
to educate and train citizens of good repute in the safe and efficient 
handling of small arms and to promote efficiency in the use of such 
arms on the part of civilians who would be subject to military service 
in the event of war. At this point, I would like to state that in all of 
my contacts during many years of active duty, at home and abroad, I 
have never found a group of people more patriotic or more unselfishly 
dedicated to the best interests of the United States of America than 
the leaders and membership of the National Rifle Asseciation of 
America. 

Contrary to rumors which have been circulated by some uninformed 
sources, tax money is not being used for the entertainment and pleasure 
of a few individuals. In order to receive an issue of ammunition or 
to obtain equipment on loan from the Director of Civilian Marksman- 
ship, a club must meet certain requirements. It must (1) be affiliated 
with the National Rifle Association; (2) maintain a club member- 
ship of at least 10 physically fit citizens, between 12 and 18 years 
of age for junior clubs in the .22 caliber program, and over 17 years 
of age for senior clubs in the .30 caliber program, who are not eligible 
to receive Federal aid for rifle activity from any other source; (3) fire 
annually for qualification purposes a prescribed course of fir e, and (4 (4) 
file annual inventory and firing reports. These requirements have 
been established to assure proper use of available Government assist- 
ance. 

The program is a volunteer activity sparked by a spirit of patriot- 
ism. It is conducted by thousands of loyal citizens who give of their 
time and effort, without pay, to instruct the youth of our Nation. In 
an effort to develop quadition leadership, the National Rifle Associa- 
tion of America has established a nationwide instructor certification 
plan with minimum standards. At present, there are 19,613 individu- 
als certified to instruct in firearms safety and 8,366 individuals certified 
to instruct in rifle and pistol marksmanship. An important source of 
instructors is the in-person training provided by the small arms firing 
schools which are conducted each year at Camp Perry, Ohio, prior to 
the national trophy matches. 

For the first time in recent years, the Department of Defense appro- 
priation bill for 1958 prov ided $25,000 for the travel of civilian rifle 
and pistol teams to the 1957 national matches. Iam aware that certain 
members of this committee did not approve of appropriating the 
money for the travel of civilian teams to the national matches. I trust 
that no one believes that this is merely a free ride for a bunch of crack 
shots. The purpose of this item is to encourage the civilian shooters 
in this country to renew their interest in rifle practice with military 
type firearms and to afford them an opportunity to attend the small 
arms firing school and learn the latest military teaching methods as 
employed in the Armed Forces. In turn, these civilians are better 
prepared to instruct other civilians in their home communities in the 
proper use of military weapons. 

Tn conclusion, I would like to mention a situation which disturbs my 
peace of mind. America was once known as a Nation of marksmen, 
bnt that is no longer true. All we have to do is look back to the 1956 
Olvmpie games in Melbourne. In the rifle and pistol matches the 
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Russians defeated us in every event. We weren’t even a close second 
and the United States was represented by one of the best teams we have 
had in recent years. The trouble lies in the fact that we have not been 
evaluating properly the importance of marksmanship training. We 
hope to do better this summer in Moscow where the International 
Shooting Union world championships will be held. World prestige 
in this field is important. We cannot afford to be second best. 

Asa former trainer of men for combat, I know that adequate marks- 
manship training and success in battle’ go hand in hand. Without 
one you cannot have the other. From many years of experience, I 
know that a civ ilian going into the armed services, trained in the art 
of marksmanship, is immediately more valuable; and the amount of 
time and money required for training to make him a good combat 
man is materi: uly reduced. 

We of the National Rifle Association of America believe that the 
marksmanship training program of the National Board for the Pro- 
motion of Rifle Practice is a vital part of our national defense. We 
believe that the activity is economical for the Government and that 
the results obtained are far greater in value than the funds expended. 
We urge you to recommend approval of the appropriation of $300,000 
and the implementing provisions in section 632 of the budget for the 
fiseal year of 1959. 

Thank you, gentlemen, for your time and attention. 

Mr. Manon. You have made a very excellent statement, General. 
We are pleased to have you before us. 

While some might question the place of the rifle in the so-called 
space age, I have no doubt but what the rifle will be an important 
weapon for a very, very long time. 

General Parks. Thank you, Mr. Chairman. We feel that way, too. 

Mr. Manon. Mr. Porter, you have already been presented to this 
committee by one of its ablest members, the gentleman from Alabama, 
Mr. Andrews. 

I believe you have been before us on previous occasions in connec- 
tion with these problems concerning the National Board for the Pro- 
motion of Rifle Practice. You may proceed, 

Mr. Porrer. Mr. Chairman and gentlemen of the committee, my 
name is Irvine C. Porter. I appear today principally as a civilian, 
but, in order to be certain that the committee is fully informed, it 
should be stated that I am a member of the National Board for Pro- 
motion of Rifle Practice, representing the country at large; that I am 
vice president of the National Rifle Association, for which associa- 
tion and its membership General Parks has just spoken, and all of 
whose statements I wish to heartily endorse; that I am a member of 
the executive committee of the National Council of YMCA’s in 
the United States and that I practice law in Birmingham, Ala. 
I have come to Washington from Birmingham today specifically to 
urge this committee to fully support and approve that portion of the 
budget for the Defense Department for fiscal year 1959, which relates 
tothe National Board for Promotion of Rifle Practice, Army. Itismy 
further desire to direct the attention of this committee to the particu- 
lar portion of this budget which relates to funds allotted for travel 
of members of State civilian rifle and pisto] teams to the small arms 
firing schools scheduled to be held in August and September of this 
year. 
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The amount of this civilian team travel item in the budget under 
consideration is approximately $57,000, w hic sh is an increase of $32,000 
over a similar amount provided in last’ year’s budget for this purpose, 
This figure has been very carefully arrived at in discussions with the 
Director of Civilian Mark smanship and after full consideration by 

the National Board itself. I think that it is fair to say that this in- 
crease represents the considered judgment of the civilian as well as 
military members of the NBPRP, of the minimum amount needed to 
properly cover the travel requirements of State civilian teams which 
can reasonably be expected to come from the several States this year, 

Most of the members of this committee may not realize that the 
civilian team travel allowance included in the budget for fiscal year 
1958 was the first such allowance for this item since fiscal year 1940, 
and that it is not just a coincidence that, during those same years, 
the level of, and interest in, marksmanship among the civilian popula- 
tion of this country gradually descended to its lowest ebb in our his- 
tory. 

Need I do more than remind this committee that proof of this fact 
is rather sadly but incontrovertibly established by incidents such as 
that which occurred in the Korean conflict when the now Vice Chief 
of Staff, Gen. L. L. Lemnitzer, found it necessary to remove a whole 
division from its frontline position to rifle ranges in the rear of the 
battle area in order to familiarize the men with the standard military 
rifle to a sufficient extent that they could and would use the same 
with some degree of efficiency and effect? Should any committee 
member desire corroboration of this statement concerning General 
Lemnitzer’s actions, General Parks will be glad to verify same for 
you. 

Since the Korean conflict, I am delighted to say to this committee 
that, because of my service on the NBPRP, I have been in position 
to observe that most segments of the armed services have moved 
gradually but decisively in the direction of correcting the type of 
markmanship just mentioned, It became quite apparent to many of 
those in authority that a resurgence in top-quality marksmanship was 
needed if each unit of the Armed Forces was to carry out its mission 
with efficiency and dispatch, as well as with a minimum loss in per- 
sonnel. It is gratifying to be able to state that, in my opinion, in 
each of the last several years, there has been a marked and positive 
improvement in the quality of marksmanship exhibited in the serv- 
ices. This is no accident. It is the result of deliberate and careful 
planning on many fronts. It is the result of substantial urging by 
many members of the National Board whose appropriation is under 
consideration by you today, not the least vocal of which have been 
the civilian members of that Board. It is the result of the fact that 
adequate financial support was provided in previous budgets for this 
type of training and practice by the services. It is the result of the 
ee manifested by commanders like that stressed by Lt. Gen. 
Bruce C. Clarke, then in command of the Seventh Army in West 
Germany, when he issued a directive on September 24, 1956, shortly 
after taking command, which reads in part as follows: 


I want our shooting competition to have more influence on the Seventh Army’s 
effort to make every officer and man at least a sharpshooter with his primary in- 
dividual weapon. (See the Shootingest Army, Janvary—February 1958 issue of 
Ordnance, vol. XLII, No. 226, p. 650.) 
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Following this directive, General Clarke made it clear in another 
directive issued on May 13, 1957, that he expects results, by saying 
jn part as follows: 


Supervised weekend firing will be required * * *. A report will be called for 
about January 1, 1958, of the officers who do not come up to these standards. 
(See the Shootingest Army, supra p. 650.) 


That excellent results have been achieved in the Seventh Army by 
such actions and directives is eloquently shown by the following state- 


ment taken from the above-cited article in the Ordnance magazine, 


which many of the committee will recognize as the official publication 
of the American Ordnance Association, of which I am, likewise, a 
member : 


The most powerful Army, man for man, the world has ever seen is on 24-hour 
guard duty along a 435-mile stretch of Iron Curtain in Western Germany. 

This hard-hitting, highly mobile force is the United States Army in Europe. 
The United States Seventh Army contains the bulk of the ground forces, including 
all the actual combat units of this tremendously powerful force. It exists to 
deter aggression. Its mission, in the event of attack, is to defend Western Europe. 
** * This force is numerous enough and powerful enough to fight for every foot 
of Western Germany and to seize the initiative, if required to do so. The quarter 
million American soldiers in Continental Europe today are prepared, day or 
night, to carry out any assignment. Their tanks and other combat vehicles are 
gassed up, and ready to roll. Ammunition racks in every fighting machine are 
full. Every weapon is cleaned and oiled. Field packs are neatly rolled. These 
troops have demonstrated time and again that they can take the field ready to 
fight on short notice. These soldiers stay in fighting trim. Constant training 
and rugged maneuvers, which keep them in the field more than half the time, 
ensure their fitness. Frequent practice alerts guarantee that nothing will sur- 
prise them. They know their weapons better than any other similar group of 
American soldiers has ever done; they shoot them all on numerous occasions 
and on many ranges. * * * The actual shooting done by the Seventh Army is as 
impressive as the weapons with which it is armed. Never at any time in any 
place under any conditions has so large a group of men fired so many rounds. 
Programs of practice firing are so numerous and so all-inclusive that careful 
planning is necessary to avoid having the same soldiers scheduled to fire at 
different places at the same time. (See The Shootingest Army, supra. p. 649.) 
[Emphasis added. ] 

The writer of the above-mentioned article is an authority on the 
American Civil War and colonial ordnance and prepared same after 
a personal inspection of the Seventh Army’s firing program in West- 
ern Germany. His article concludes as follows: 

However, as long as General Clarke and men like him keep emphasizing the 
importance of actually shooting the weapons with which our soldiers are armed, 
seriously and often, and as long as these soldiers try to attain the maximum 
individual proficiency possible, we may look forward to the future without fear. 
We will have an Army capable of doing its duty efficiently and well when 
called upon. (See The Shootingest Army, supra, p. 653.) [Emphasis added.] 

The sum and substance of the foregoing matter strongly under- 
scores the fact that a high degree of familiarity with the individual 
weapon which one must use in time of war is the surest and most cer- 
tain manner in which to create and maintain an invincible fighting 
force, competent to successfully defend our land against all comers. 
Che advent of atomic and nuclear weapons has done nothing to change 
this fact or to eliminate the necessity of the use of, and need for, »>:all 
personal weapons. I need but quote Maj. Gen. J. H. Hinrichs, Deputy 
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Chief of Ordnance, on this point. He said in an article published in 
the May-June 1957 issue of Ordnance, page 961, that : 

Even in an atomic war, in which the Army could employ a wide spectrum of 
nuclear weapons, I can visualize many tactical situations in which an atomic 
blast would not satisfy the requirement; for example, destroying or capturing 
an enemy platoon. Bringing down an atomic blast on such a target would be 
like cracking nuts with a piledriver. In any case, there would be many occa- 
sions around the periphery of an atomic blast, and in other operations like ex- 
ploiting breakthroughs and mopping up, in which small arms would be absolutely 
vital. J can visualize no war in which our soldiers will not need a personal 
weapon for attack or defense. In the widely dispersed units that will be necessi- 
tated by the threat of atomics, it will be “mighty lonely out thar without Old 
Betsy resting in the crook of your arm.” [Emphasis added. ] 


Without intending to infer, in the least, that any member of this 
committee may not be fully familiar therewith, may I presume to 
call to the committee’s attention the fact that sections 4307 to 4313, 
inclusive, of title 10, of the United States Code, relating to the “Armed 
Forces,” in general, in effect, direct the Secretary of the Army, under 
regulations approved by him and upon recommendation of the 
NBPRP, to provide for the construction of rifle ranges, instruction 
of able-bodied citizens in marksm: inship, promotion of rifle practice, 
both in the Armed Forces and among civilians, and for many other 
related items, including the transportation of civilians to give and 
receive instruction in the use of rifled arms (sec. 4308 title 10, United 
States Code). Section 4311 of title 10 is likewise significant. It reads 
as follows: 

The Secretary of the Army may provide for the issue of a reasonable number 
of standard military rifles, and such quantities of ammunition as are available 


for use in conducting rifle practice at rifle ranges established under section 4309 
of this title, at which instructors have been detailed under section 4310 of this 


title. 

Most, if not all, of the members of this agency (NBPRP) in my 
opinion, unquestionably feel that Congress, by reenacting the above- 
mentioned sections relating to the Armed Forces, has unequivocably 
reaffirmed the functions of that Board with reference to the encour- 
agement of marksmanship among able-bodied citizens as a function of 
primary importance to the adequate, necessary and proper defense of 
this country. 

The quotations General Parks gave to you as to quotations by Presi- 
dent Roosevelt show the purpose Congress had at that time for the 
creation of this Board. We are in substance saying that the purpose 
exists just as much today as it did at that time. 

The members of that Board, I am sure, feel that Congress expects 
them and the Secretary of the Army, to press and pursue those ob- 
jectives and purposes to the best of their ability, and with a bona fide 
devotion to duty. That is exactly what the Secretary of the Army 
and the NBPRP have done in this case now pending before you. 
The Board, through its executive officers and committees, has care- 
fully analyzed the use made of the funds appropriated to its last year 
and has submitted to the Secretary of the Army and to the Depart- 
ment of Defense, the amounts w hich, in its considered judgment and 
opinion, are needed to carry out in a fairly reasonable fashion, the 
encouragement of rifle practice and training among civilians with 
which the Congress has charged it. Without attempting to outline 
the request in detail, s suffice it to say that the total request comes to 














only $300,000, of which $57,000 is earmarked for civilian team travel, 
every dime of which is vitally needed. The request on this item last 

ear was for approximately $75,000 and, while the Senate approved 
it all without hesitation, only $25,000 was approved in conference. 
As a result of this unfortunate diminution in amount, civilian teams 
from 10 or 12 States were prevented from attending the small arms 
firing schools previously mentioned, and a number of other State 
teams came with reduced membership rather than not come at all. In 
view of the sizable demands which have come to the Director of 
Civilian Marksmanship from the several States on this subject, I 
cannot urge too strongly or emphatic: ally that the full sum of $57,000 
for civilian team travel in this year’s budget be granted and ap- 
proved by this committee, It is quite possible that even the $57.000 
amount may prove inadequate after all of the facts are in. The 
NBPRP felt much encouraged with the inclusion of this item in last 
year’s budget, and I believe that a careful study of its beneficial ef- 
fect on civilians throughout the whole country will convince the com- 
mittee that the amount requested this year, not only is practical and 
fully justified, but, also, that the funds will be used to good ad- 
vantage in furthering the national defense. 

As some members of this committee are aware, this is not the first 
time that I have appeared before Senate and House committees speak- 
ing in support of this Board’s appropriation. I should like to re- 
iterate again that the principal reason for these appearances in the 
past and for this appearance now, is the fact that, from my point of 
view as a private citizen and as a civilian, I consider the training of 
every able-bodied citizen in this country in the proper use of the basic 
infantry weapon, the rifle, as fundamentally important to the proper 
and successful defense of this country as is the proper and adequate 
development of atomic and nuclear weapons. I need but refer again 
to General Hinrichs’ statement for complete corroboration on this 
point, and, likewise, need I but refer to the quotations from the article 
about the Seventh Army to substantiate the fact that if all, or a very 
substantial portion of able-bodied citizens in this country from 18 to 65 
years of age were reasonably efficient with the standard military 
weapon, there could be little doubt about the splendid effect which this 
fact would have upon the whole moral fiber, integrity, and character 
of this country, especially in the face of the trying conditions with 
which we will apparently be faced on the diplomatic front until the 
bogey men from Moscow run out of steam or we give them the licking 
which, sooner or later, they have coming to them. 

Freedom, gentlemen, is something that is not easily won, nor, once 
won, easily retained. Whether we win or lose, in the current struggle 
of ideologies (many facets of which you have a tremendously greater 
opportunity than most of us to observe daily) may, in the jong run, 
turn simply upon the strength or weakness ‘of the mental character, 
moral integrity and toughness of will which continues, or fails, to be 
possessed by Americans living today and those who come after them. 
I am convinced beyond a shadow of doubt, and I believe that Gen- 
eral Parks and my other colleagues on the NBPRP, as well as many 
serious-thinking civilians in this country, are morally certain that, if 
the backbones of a substantial majority of able-bodied citizens in this 
country were stiffened with only a modicum of the confidence and 
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determination gained from reasonable familiarity with, and confidence 
in, the use of the basic infantry weapon of this country, no serious 
question could possibly exist about its future. I, therefore, urge this 
comittee to approve, in full, the entire appropriation of the NBPRP 
for fiscal year 1959 in the sum of $300,000 and to provide that not less 
than $57,000 of this sum be allotted for travel of civilian rifle and 
pistol teams to the firing schools heretofore mentioned. 

Before concluding this statement, and I am sincere in this, I wish 
to thank the chairman of the committee and those members present 
for permitting me to attend this hearing, and for the patient attention 
given during this presentation. I wish to state further that if there 
are any questions which any member of the committee desires to have 
answered, both General Parks and I are ready now to undertake to 
answer or discuss them to your satisfaction. If we do not now know, 
or have, the necessary information or answer, we will endeavor to 
get it and furnish it to the committee as part of the record of this 
hearing. This includes any question which any member may have 
concerning the activities or functions of the NBPRP or of the Na- 
tional Rifle Association or any programs conducted, sponsored or en- 
couraged by them, or either of them. 

Mr. Manon. Weare plased to have had your statement, Mr. Porter. 

This is a relatively sm: ull item, of course, in the Defense budget, but 
it is an item where there is always considerable interest in this com- 
mittee. 

Through the years we have had a lot of testimony in regard to the 
problem, and we have a pretty good background regarding the phi- 
losophy and programs of the National Association for Rifle Practice 
and the National Rifle Association. 

There is often raised one particular question with respect to the 
Board and the program. It is claimed by some that if one is going 
into the service it is better that one have no training than that he have 
erroneous training in the early phases of firing a rifle. 

I understand the response generally is that the kind of training 
given by this organization is based upon sound techniques, but that is 
questioned by some. 

If you want to comment on that, I would like to hear you. 

Mr. Porrer. We realize that situation exists. I think it would be 
best for General Parks as a combat commander to comment on that 
factor because, after all, he has been in the position of having to take 
these men and actually convert them into marksmen of some sort. 

I think he can talk precisely on that issue. 

General Parks. As you know, the time to learn anything is when you 
are young. The National Rifle Association’s program w ith the youngs- 
ters and the program of the National Board with the youngsters I 
think is most important, because T have found that when you got a 
young man in who had been trained well, he was immediately available 
to you to help the others who had not. 

In training people in time of war, as you know, you are just search- 
ing for somebody who knows and ean instruct properly. 


The National Board’s program is not only for adults but it is for 


the juniors, also, and we do the best work among the juniors. We do 
have excellent training methods which we coordinate with the services. 
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This firing school at Camp Perry every summer brings from Fort 
Benning people who train instructors on how to instruct. These so- 
called civilian teams learn to instruct and then go back to instruct in 
their communities. 

The program is not perfect. No program is. However, I think it 
is an excellent one. In time of emergency you get in people who can 
help the military tremendously in the marksmanship program. 

Mr. Miter. General Parks, in your long and very successful 
carreer in training and leading soldiers, has it or has it not been your 
experience that despite the fact that rifle range training as carried 
on by the Army and the Marines is a very fine program and that in a 

matter of a few weeks you can usually get a man to fire a rifle very 
competently, that if he ‘does not live with a rifle and have occasion to 
keep using it, sometimes when that same man gets into combat he 
does not have the feel of the rifle; whereas, even though he might not 
be as good a shot and perhaps he was not trained in just the r ight way 
in the ‘beginning, the youngster who has grown up with a rifle, who has 
confidence and ability to use it in combat, has something which is very 

valuable and cannot be entirely ingrained in a matter of a few weeks’ 
training ? 

General Parks. I certainly have found that to be the case. The man 
who has lived with his rifle and has confidence in it is the man who 
will go out and do your dangerous and daring missions because he is 
not afraid to bring on a fight inasmuch as he has confidence he can 
win the contest if it does occur. 

General Lemnitzer found that in Korea with his division. How- 
ever, in order to get them to be aggressive on the front line he had to 
get them back, give them a new course in training so they would be 
filled with confidence in their weapon and would be aggressive at the 
front. 

This matter of training is a difficult thing. To put a price tag on it 
also is a difficult thing. 

The man’s background over many years will be culminated on the 
battlefield with an act of heroism, a bit of good judgment or per- 
formance which will win a battle for you, and you cannot tell where 
it is coming from. 

As you say, living with that rifle and getting confidence in it will 
give you a performance on the battlefield which is what we want. 

Mr. Mirtrr. That is more important from a combat point of view 
than the ability to shoot an exceptional score on a range. There is a 
need not only of being a good shot but performing in combat condi- 
tions. Is that nota fact with regard to troops? 

General Parks. I think the point you had in mind and what I have 
often said is that vou - have your fine shots and experts, but that is 
the carrot you hold in front of the donkey. You have these other 
fellows who are unc}: nate d who look at him. He is their ideal, let us 
say. Thev are all trying to raise their proficiency to his level. 

They will never get there, but it raises the proficiency of ws whole 
outfit by having the good shots and having these competitions for them 
to shoot at. 

Mr. Minter. It has been my thought that no matter how well you 
teach somebody to do anything, whether it is swimming or shooting 
a rifle, to really have it work when the payoff comes it requires ‘a 
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background of familiarity so that there is an instinctive reaction which 
you cannot develop on a rifle range in a few days. 

You can teach a man to hit bulls’ -eyes on the rifle range but it takes 
more than that to make him a good infantry combat man. 

General Parks. Right. He has to be working at it all the time. 

The Marines recognize that and require their men to fire familiariza- 
tion firing and qualify much more often than the Army does. 

Mr. Porrer. Might I supplement what General Parks has said? 
It might be apropos at this point to get into your record, and I am sure 
most ‘of the committee members may know it, this fact: To bear out 
the importance of the long familiarity situation which exists, I think 
we need only to call to the chairman’s attention, as well as the com- 
mittee’s attention, the fact that in the long run what you are talking 
about is attempting to achieve something of the basic situation which 
exists in Switzerland. 

The Swiss actually require all of their men who become eligible 
for military service to qualify in the armed forces, and when they 
finish their tour of duty they are put in the active reserve and they 
are required to keep their basic weapon with them in their homes 
with 80 rounds of ammuntion. 

The population in that active reserve status, and then eventually in 
the inactive reserve status beyond that period of time, is required to 
qualify annually with that service weapon. If they do not qualify 
annually they are put on the rifle range with no pay until they do. 

That means they are convinced beyond a shadow of a doubt that the 
familiarity that General Parks and Mr. Miller have just. spoken of 
is to them the core of the whole situation. 

Mr. Manon. Further questions, Mr. Wigglesworth ? 

Mr. Wiacteswortn. I have no further questions, Mr. Chairman. 


Fripay Aprin 25, 1958. 


STRENGTH OF THE ARMY 
WITNESS 


HON. JAMES W. TRIMBLE, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ARKANSAS 


Mr. Manon. Our first congressional witness today is the gentleman 
from Arkansas. Jim Trimble. 

Mr. Trimble, you have from time to time discussed with me, as a 
member of this committee, your great interest in the size of the Army. 
I know already of your concern that the level of strength in the Army 
be kept above the 870,000 figure. 

I believe you have advocated something in the area of 925,000 men 
in the Army rather than the strength of 870,000 as proposed in the 
President’s budget. 

We are pleased to have you before the committee, and you can give 
us any statement which you deem appropriate. 

Mr. Trorece. Mr. Chairman and members of the subcommittee, | 
am deeply grateful for this opportunity to speak in behalf of the re- 
tention of our ground forces at a strength of 925,000. With our com- 
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mitments throughout the world, even 925,000 ground troops is piti- 
fully small for this reason: 

If Russia should decide to go to war, the first thing she would do 
would be to hit our industrial areas and cities with long- -range missiles 
fired from inside Russia or from submarines and planes. She would 
follow this up with paratroops to capture and hold the terrain she 
had attacked in order to keep us from rebuilding. With our meager 
ground forces dispersed around the globe, we w vould find it difficult 
to muster enough strength to retake the terrain, and we could find our- 
selves an occ upied country. 

It is true that bombs can destroy, but only men can take and hold 
Jand areas. It is for that reason I urge this committee to appropriate 
enough money to keep our ground forces at least at a minimum 
strength of 925,000—and that is too little, in my judgment. 

Mr. Manon. Thank you, Mr. Trimble. 


H. R. 11341—Price DirrerentiAts on Derense ConTRAcTs 


Fripay. Aprin 25, 1958. 
WITNESS 


HON. ROBERT HALE, REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MAINE 


Mr. Manon. Mr. Hale, we are pleased to have you with us. I have 
just had a look at your statement here. 

Will you proceed ? 

Mr. Hare. Mr. Chairman, I am here to urge your support of the 
provisions of my bill, H. R. 11341, to permit price differentials on de- 
fense contracts for relievi ing economic distress in certain areas. 

Mr. Manon. It is not your thought that we could incorporate in 
the Defense appropriation bill before us the legislative proposal of 
which you are the author, H. R. 11341, is it? 

Mr. Hate. It seemed odd to me, but I was told there was legislation 
in existing appropriation bills in this field, and that this would be ap- 
propriate to handle in this manner. 

Mr. Manon. In other words, you were of the opinion that we could 
take steps in the markup of the appropriation bill to accomplish the 
objectives of your proposal, H. R. 11341? 

Mr. Hate. I was so advised by the young man in my office. 

Mr. Manon. We — proceed to give the whole matter considera- 
tion. I have not had an opportunity to explore it personally, but we 
will look into the matter. 

Proceed with your statement, Mr. Hale. 

Mr. Hate. I originally sponsored this legislation to amend the De- 
fense Appropriation Act of fiscal year 1958, thus providing immediate 
help for areas of high unemployment. But since fiscal 1958 is almost 
ended, I ask the committee to incorporate the provisions of my bill in 
the Defense appropriations measure for fiscal year 1959. 

My bill provides for a price differential of 5 percent for any area 
where unemployment is between 12 and 15 percent of the labor force, 
provided that unemployment has been more than 8 percent in that area 
for at least a year. 

A price differential of 10 percent would be allowed for any area 
where unemployment is over 15 percent of the labor force. 
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A final provision prohibits any price differential if such would de- 
prive an area of 6-12 percent unemployment of a contract. 

The one and only purpose of this proposed legislation is to provide 
immediate assistance for areas of especially high unemployment. We 
have many measures before Congress designed to give long-range 
help. These are important. I support them, and they should be 
passed. 

But they will not necessarily provide jobs tomorrow, or the next 
day, or even next month. That is what the people in those areas want 
most—jobs, not relief or unemployment checks. A few well-placed 
defense contracts might be just the thing to put them back to work, 

I realize that the Government already has a set-aside program in 
operation for labor surplus area This is helping, but not enough. 
Under this procedure, a vonteaiet & is s split 50-50 with half of it going to 
the labor surplus area on a matching-bid basis. I would like to see the 
entire contract go to a hard-hit area, so that it would be of more sub- 
stantial benefit. My bill would permit this. 

As you can see, I have limited the price differential to areas of over 
12 percent unemployment. I have done so because I think these are 
the areas that really need help, although I don’t deny the need for 
assistance in the other areas also. But when you have unemploy ment 
of over 12 percent, you have a situation of serious proportions. 

I would like to cite conditions at Biddeford-Saco in my congressional 
district. Biddeford-Saco is within an area which has been classified as 
labor surplus since 1954. Recent job losses within Biddeford-Saco 
have boosted unemployment to 30 percent. A serious decline in the 
textile industry has been largely responsible for this situation. Thus, 
from a long-range standpoint, economic conditions can be improved 
only by either strengthening the textile industry, or by attracting new 
industry. 

But it will take time to achieve either of these objectives. In the 
meantime, what are the unemployed workers in Biddeford-Saco sup- 
posed todo? They can rely on unemployment compensation, but these 
checks are of limited duration. They can rely on relief, but this is 
only at a subsistence level, and our self-reliant people do not like to 
depend on others for their living. 

Relief and unemployment compensation are not the answers. The 
only answer is to provide more jobs now. That is the purpose of my 
legislation. A few defense contracts for the Saco-Lowell Shops, 
which handled defense work in World War IT and is well qualified 
to do so now, would give back to many of these people the jobs they 
have lost. A price differential would make it just that much easier 
for Saco-Lowell and other industries to obtain these contracts. 

Biddeford-Saco is not the only area severely hit. Today there are 
18 areas with over 15 percent unemployment. Major areas include 
Scranton and Wilkes-Barre in Pennsylvania; smaller areas include 
Anchorage, Alaska; Bristol, Conn.; Herrin-Murphysboro-West 
Frankfort, Il; cee ee Maine: North Adams, Mass.; 
Amsterdam, N. Y.: Hamlet, N. Albany and Coos Bay, Oreg.; 
Pottsville and ediniwen tenet a ag Pa.: Anacortes, Everett, and 
Port Angeles, Wash.; and Bluefield and Welch, W. Va. These 18 
areas would all qualify for a 10 percent differential on defense con- 
tracts under my bill. 
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In addition to the above, there are 8 areas with 12 to 15 percent un- 
employment, which has exceeded 8 percent for at least a year. These 
include Harrisburg and Litchfield, I1].; Vincennes, Ind. ; ‘Middleboro- 
Harlan and Pikeville-Williamson, Ky.; ; Cumberland, Md.: Shelby- 
Kings Mountain, N. C.; and Bec kley, W.Va. These areas would qual- 
ify for a: 5 pe reent differential. 

‘Thus, as you can see, my legislation would benefit a wide cross- 
section of the country: North, South, East, and West. But I would 
like to reemphasize one point. My bill would not allow defense con- 
tracts to be taken away from other labor surplus areas to benefit those 
allowed a price differential. In other words, unemployment would 
not be increased in one labor surplus area in the process of decreasing 
unemployment i in another. 

It is of course impossible to estimate the cost to the Government 
of these price differentials. But I do not think that this is the im- 
portant consideration. What is important is the human element, the 
people out of jobs. A small price differential on defense contracts 
would be one of the cheaper ways of helping these people; much 
cheaper than Federal handouts or doles, and muc h more conducive 
to the self-respect of our people who want work, not relief. 

Furthermore, this procedure would be self-liquidating. As soon 
as these areas obtained defense contracts and employment increased, 
they would no longer be eligible for the price differential. The more 
suc cessful the price differential is, the quicker it becomes unnecessary. 

A price differential on Government contracts is nothing new. It has 
an important precedent in the Buy American Act, which operates 
under the provisions of Executive Order 10582 issued by President 
Eisenhower in 1954. It provides that a foreign bidder can qualify for 
a Federal Government contract only if his bid is at least 6 percent 
less than the lowest domestic bid. If the low domestic bidder is 
located in a labor surplus area, however, the differential is raised to 12 
percent. 

Here is a policy which makes it necessary for the Government to 
pay more for its acquisitions so as to benefit American firms. This is 
a worthy policy and I wholeheartily support it. I see no reason why 
the same kind of policy could not be used for the hard-hit labor 
surplus areas in this country. 

I urge this committee to adopt the provisions of my bill, H. R. 
11341, in the 1959 Defense appropriations bill. 

Mr. Manon. Thank you, Mr. Hale. You have raised, as you 
know, a very difficult and controversial issue here with respect to how 
to deal with unemployment and defense in the same veer kage. 

I have no doubt but that when we come to write the final provi- 
sions of the bill, all of the members of the committee will give this 
proposal which you have made serious consideration, and we will 
have it otherwise explored. 

Mr. Mirter. Mr. Hale, is there existing legislation or do you have 
in mind a definition of area of unemployment ? ? 

Mr. Hare. A definition of what, sir? 

Mr. Miner. Of a definite area, a size or qualification as to area. 

I ask that question for this reason: Some time ago I ran into a 
situation where there was a very high unemployment rate among 
industrial workers in a certain locality, well over 12 percent. How- 
ever, because the area was surrounded by a large agricultural com- 
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munity, when you added in all the agricultural people in an entirely 
different sphere of activity, the broad percentage leveled down ah 
therefore they said it was not an area of unemployment. 

What is your concept of what the meaning of the word “area” would 
be? What would it imply? How big or how small would it have 
to be? 

Mr. Hater. I do not think I can answer that myself. I think the 
Department of Labor has very definite criteria to determine this on 
the basis of which these areas are classified. 

Mr. Osrertac. They have capabilities of determining conditions, 
but I do not know that they have capabilities of defining the areas, 

Mr. Mritrr. My recollection is that they have been following the 
policy—I may be in error on this—that unless there were at least 
15,000 unemployed people, it would not come in under their definition. 

Theoretically, if that is the case, you could have a community of 
30,000 people in which 15,000 were workers, and you might have a 
99 percent unemployment, and still not have it called an area of 
unemployment. 

That is the point I was curious to know about, whether you had 
explored it. 

Mr. Hatz. I have not, Mr. Miller. 

Mr. Wiccteswortn. I understand this is a problem which you have 
been working on for a long time, and that the importance of it has 
become more pronounced in light of present conditions. Is that 
correct ? 

Mr. Hate. Yes, that is correct; very much so. 

Mr. Norretu. I want to ask one question, Mr. Hale. I notice your 
bill was introduced on March 11. I am wondering what the legis- 
lative status is at this time. Are you expecting to have any hearings 
regarding H. R. 11341? 

Mr. Hare. There have been no hearings. 

Mr. Norretyi. Thank you. 

Mr. Mriuter. I notice your bill was referred to the Appropriations 
Committee. 

Mr. Hate. That is right. 

Mr. Mitter. Soin asense this is a hearing. 

Mr. Hater. This is the only hearing that I expect or that I see any 
necessity for. 

Mr. Norreti. Thank you very much, Mr. Hale. 


Mepitcat Care or DEereNDENTS PROGRAM 


Fripay, Apri 25, 1958. 
WITNESS 
GEORGE H. FRATES, NATIONAL ASSOCIATION OF RETAIL DRUGGISTS 


Mr. Manon. Mr. George H. Frates is scheduled to be our next 
witness. 

We are pleased to have you before our committee. T understand 
you represent the National Association of Retail Policia 

You wish to make a statement with regard to the medical care of 
dependents in the Armed Forces? 

Mr. Frates. Yes, sir. 
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Mr. Manion. Do you have a copy of your statement ? 

Mr. Frares. Yes, I have. 

Mr. Mavion. You will proceed with your statement, Mr. Frates. 

Mr. Frares. My name is George H. Frates. I am the Washington 

representative of the National Association of Retail Druggists, an 
organization composed of 36,000 small, independent, retail pharm: acists 
practicing their profession in every State of the Union and the District 
of Columbia. These thousands of retailers own and operate their own 
drugstores. Our local office is at 1163 National Press Building. Dr. 
John W. Dargavel is administrative supervisor. He is general man- 
ager and exec ‘itive secretary of the NARD, with he: adqui irters at 205 
West Wacker Drive, Chicago, Tl. 

What is the medicare program? It is an act of Congress (Public 
Law 569) to provide medical care for dependents of members of the 
uniformed service. The law is cited as the “Dependents’ Medical Care 
Act.” 

What is medicare’s purpose? The purpose of this act is to create 
and maintain high morale throughout the uniformed services by pro- 
viding an improved program of medical care for members of the uni- 
formed services and their dependents. 

What does “dependent” mean? The term “dependent” means any 
person authorized by the law to receive such services; for example, (a) 
the lawful wife, (5) the unremarried widow, (c) the lawful husband, 
et cetera. 

Who administers the act? The Secretary of Defense administers the 
act for the Army, Air Force, Marine Corps, and Coast Guard when it 
operates as a service inthe Navy. The Secretary of Health, Education, 
and Welfare shall administer it for the Coast and Geodetic 
Survey, and the Public Health Service, and for the Coast Guard when 
it doesn’t operate as a service in the Navy. 

Charges: The Secretary of Defense, after consultation with the 
Secretary of HEW, shall establish fair charges for in-patient medical 
care. Iishall be the same for all dependents. 

Limitations: Medical care generally is limited to— 


1. Diagnosis. 
2. Treatment of acute medical and surgical conditions. 
5. Treatment of contagious diseases. 


4. Immunization. 
5. Maternity and infant care. 

The act provides for certain emergency dental care. 

So much for the structure of the law. But where does the civilian 
retail pharmacist fit into this medicare program? The answer is he 
doesn’t, he isn’t wanted. The full use of his professional services to 
dependents are curtailed, denied, rejected with magnificient scorn by 
regulation. 

There is nothing in Public Law 569 that provides for out-patient 
pharmaceutical service. After passage of the act and as an aftermath, 
Maj. Gen. Paul I. Robinson, executive director, Office for Dependents’ 
Medical Care, and his staff realized that maternity cases needed pre- 
scriptions for calcium, vitamins, and other medicinals during prenatal 
and postnatal confinement. As a consequence, Major General Robin- 
son issued the following directive (A classic illustration of how a 
directive or regulation can foul up the law) : 
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FURNISHING OF DRUGS AND MEDICINALS TO OBSTETRICAL AND MATERNITY 
PATIENTS 


The joint directive governing the implementation of the dependents’ 
medical care program provides for complete maternity and obstetrical 
care. Therefore, drugs and medicinals required for the treatment of 
patients receiving maternity and obstetrical care may be furnished at 
Government expense. These items may be obtained by the patient 
from available stocks at a uniformed service pharmacy upon the 
prescription of the attending physician. If the attending physician 
provides the patient receiving obstetrical and maternity care with 
these items, he may be reimbursed by the Government. As there is no 
provision in the program for the Government to make payments to a 
pharmacy, the physician should include the pharmacy bill for these 
items in the statement which he submits to the fiscal agent. 

Comment: The fiscal agent (Blue Shield, Mutual of Omaha, et- 
cetera) is selected by the ‘State medical soe iety. In these instances 
the physician will be expected to make payment to the pharmacy. 

Immediately, the NARD and other pharmacy associations rea ized 
that it was impractical for the pharmacist to bill the physician for 
pharmaceutics 4 As a result, a representative meeting with Major 
General Robinson was held on April 16, 1957. 

During hours of discussion devoted to the rogram, pro and con, an 
arrangement similar to the Veterans’ Administration’s hometow n pre- 
scription plan was suggested and rejected because it would require an 
act of Congress. General Robinson asked the pharmacy .representa- 
tives whether they would favor elimination of civilian prescription 
work entirely and restrict the out-patient physician to the use of in- 
jectables and office drugs only. Our answer was “no.” In conelu- 
sion, Major General Robinson told the group that he would propose 
a committee to study the whole problem as it affected pharmacy. 
This he did. Dr. Frank E. Berry, Assistant Secretary of Defense 
(health and medical), was named chairman of the committee of ap- 
proximately 25 Government members. 

Statement by General Robinson: 


As you know, the problem of payment to pharmacists was brought up at the 
meeting of the advisory committee to the Secretary of Defense. As we have 
been unable to devise a method of payment to pharmacists which would be com- 
patible with our program without enormously increasing the administrative costs, 
we recommend to the advisory committee that no change in the present procedure 
be made. However, each member of the advisory committee took this and other 
problems home with him and will furnish the Secretary of Defense with opinions 
at an early date. 


Here’s the NARD’s letter to Major General Robinson, under date 
of June 7, 1957: 


DEAR GENERAL ROBINSON: We don’t like to appear presumptous in respect to 
the medicare program but would most certainly appreciate a letter from you as 
to what has been done and is being done to correct the maladjusted pharma- 
ceutical services, occasioned by your ODMC directive No. 5. You will recall 
having briefed us recently in regard to the activities of Dr. Berry’s committee. 

Our mail is highly critical and increases in volume, as the full impact of the 
medicare program reaches the retail pharmacists’ level—just 1 year after the 
enactment of Public Law 569. 

We pose the following questions for your attention : 

(1) Under the act, could you contract with Blue Shield, Mutual of Omaha, or 
any of the other fiscal agents you now engage to pay the pharmacist direct for 
medication ? 
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(2) What amount of money, dollarwise, has been expended to date for out- 
patient prescriptions? 

(3) How can the retail pharmacist participate in the medicare program other 
than by following your ODMC directive No. 5? 

(4) Is the physician permitted to write a prescription for a patient and tell 
her she might take it to a pharmacy of her choice—but would have to pay for 
it herself? 

We have evidence that some of the large pharmaceutical manufacturers are 
instructing their salesmen to contact medicare doctors, with the object in mind 
to induce the doctors to stock up on drugs for office dispensing—thus perpetrating 
a virtual embargo on prescriptions. 

To illustrate the incongruity of your ODMC directive No. 5, we quote, at ran- 
dom, the following two excerpts from scattered correspondence received by 
this office: 

From North Carolina: “ * * * As you know, the program now has the phar- 
macist billing the doctor * * Here in North Carolina the M. D.’s want no 
part of such a program.” 

From Missouri: ‘‘* * * It seems there is a complete misunderstanding by the 
druggists in Kansas City and the Jackson County Medical Society. The medical 
society is telling the druggists that they will write prescriptions for the uni- 
formed service people and that the prescriptions are to be filled in the drug store 
and the service personnel and dependents are to pay for them * * *”, 

You may rest assured, General, that the only reason Dr. John W. Dargavel, 
executive secretary and general manager of the National Association of Retail 
Druggists, did not oppose H. R. 9429 was because the Congress did not intend 
to bypass the profession of pharmacy. Nor did Congress contemplate legislative 
machinery to compete with free enterprise. 

The courtesy of an early reply will be welcomed. 

With kind regards, 

Cordially, 
GEORGE H. FRATEs, 
Washington Representative. 
General Robinson's reply: 





Dear Mr. Frates: Reference is made to your recent letter of June 7, 1957, in 
which you request information regarding the policy established in ODMC Letter 
No. 5 concerning the furnishings of drugs to maternity and obstetrical patients. 

The following comments are furnished with regard to the specific questions ; 
posed in your letter: 

With reference to question No. 1. “Under the act, could you contract with 
Blue Shield, Mutual of Omaha, or any of the other fiscal agents you now em- 
ploy, to pay the pharmacist direct for preparing prescriptions?” 

At the risk of repetition, may I again point out that as stated and empha- 

sized during the meeting held in my office on April 12, 1957, the Dependents’ 
Medical Care Act, Public Law 569, provides essentially for inpatient care and 
that care normally considered to be out-patient care is prohibited. The only 
person to whom we have been able to furnish drugs on an out-patient basis are 
maternity and obstetrical patients. 

Section 201 (a). The act specifies certain care to be furnished. Section 201 
(b). Authorizes the Secretary of Defense to make limitations, exclusions, defi- 
nitions, and related provisions with regard to care authorized by section 201 
(a). Care normally considered to be out-patient care cannot be provided under 
the law. Further, in the congressional hearings on the act, it was pointed out 
that the Secretary of Defense would have to be economically and administra- 
tively feasible. 

The joint directive issued by the Secretary of Defense and the Secretary of 
Health, Education, and Welfare. does not cover contracting for the payment on 
a direct basis to pharmacists who prepare prescriptions written by physicians 
attending maternity and OB patients eligible for care under the act. Further- 
more, it is the carefully considered opinion of this office that the cost involved 
in the operation of a system that would make it possible to pay pharmasists 
on a direct basis is not economically feasible. 

A survey which was recently conducted by this office of drugs furnished ma- 
ternity patients from civilian sources in six States revealed that the average cost 
of drugs involved in each maternity case amounted to approximately $6.80. 

While this amount is in itself, normal, we must further consider the fact that 
this figure does not represent the average cost per individual prescription writ- 
ten by the attending physician. The cost per individual prescription written in- 
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volves a figure which may, for example, vary from as little as $0.50 to $10 with 
the average perhaps around $2.50. 

Since the claims of pharmacists seeking reimbursement for drugs furnished 
in connection with the program would, on an average, involve a figure of less 
than $5 and further, since current experience to date indicates that the average 
cost for processing an individual claim for professional services rendered by 
eligible participants to dependents is greater than $3, it is certainly clear that 
to establish a system of direct payment to pharmacists, which would involve an 
administrative cost for processing a claim which either equals, or in some in- 
stances exceeds the charge for drugs for which payment is requested, would be 
unthinkable from a sound business and economical viewpoint. The present 
method of payment appears to be the only method under which it is economically 
and administratively possible to supply eligible dependents (maternity cases) 
drugs, on a limited basis from civilian sources. 

With reference to question No. 2. “What amount of money, dollarwise, has 
been expended to date for outpatient prescriptions?” 

As pointed out in comment No. 1, a survey was made of claims submitted by 
physicians for payment in commenction with services rendered maternity 
patients. Specifically, claims involving maternity care were surveyed to deter- 
mine the cost of drugs required in the management of the pregnancy and fur- 
nished from civilian sources on a direct basis, that is, by the physician, and those 
furnished on an indirect basis (where the pharmacist furnished drugs on a pre- 
scription written by the physician), under provisions in ODMC Letter No. 5. 

In the six States surveyed, of all the claims submitted for services rendered 
by physicians during the period April 1 through May 1957, a total of 2,359 claims 
were for maternity cases. Of this number, the survey revealed that only 132 
of the 2,359 claims involved listed a charge for drugs furnished from civilian 
sources as outlined above. It should be pointed out that the drugs furnished 
maternity patients were not in all instances obtained from civilian pharmacists 
but, rather, that a portion of the drug items listed were furnished on a direct 
basis to the patient by the physician. The cost of drugs supplied to maternity 
patients in the six States surveyed amounted to $901.19. Therefore, with re- 
gard to the specific question posed on question No. 2, although a figure is not 
immediately available to the cost involved in the furnishing of drugs on a na- 
tionwide basis to maternity patients, the figure available, applicable to the case 
of the six States surveyed, serves to provide an excellent indication as to the 
number of instances in which it may be expected that drugs are being furnished 
in the other States in accordance with announced policy. The information avail- 
able would certainly seem to indicate that the volume is relatively small. It 
may be of interest to note that the survey of the six States conducted included 
the State which leads all others in the number of cases (dependents) furnished 
medical care from civilian sources. 

With reference to question No.3. “How can the retail pharmacist participate 
in the ‘Medicare program’ other than by following your ODMC Directive No. 5?” 

There is no way in which the retail pharmacist can participate in the medi- 
care program other than by following ODMC Letter No. 5. In this connection, 
it should be pointed out that dependents are at complete liberty to obtain drugs 
at their own expense from civilian pharmacies irrespective of whether care is 
rendered under the provision of the dependents’ medical care program or not. 

With reference to question No. 4. “Is the physician permitted to write a pre- 
scription for a patient and tell her she might take it to a pharmacy of her choice, 
but would have to pay for it herself?” 

The answer to question 4 is “Yes.” 

With reference to the comment from Missouri, may we specifically point out 
that the policy outlined in ODMC Letter No. 5 covering the payment for drugs 
was devised to provide a means for reimbursing physicians if they provide 
drugs on either a direct basis or indirect basis. While the cooperation of the 
participating physician is particularly desirable in some cases, the doctor is in 
no way obligated to provide drugs as outlined in ODMC Letter No. 5 unless 
he is willing to do so. It therefore, follows, that in the event the members of 
the Jackson County Medical Society choose, as it has been allowed, to assume 
the position indicated in the excerpt contained in your letter, they are certainly 
acting within their prerogative. 

In summary, I wish to emphasize: (a) That our survey indicates the only 
persons to whom drugs have been furnished on an outpatient basis are maternity 
patients. 
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(b) That since the joint directive provides for complete obstetrical and 
maternity care, the policy concerning the furnishing of drugs to maternity 
patients announced by the Office for Dependents’ Medical Care was promulgated 
with the express purpose of making it possible to furnish at Government ex- 
pense when necessary and if customary, those drugs supplied from civilian 
sources Which are specifically required in the management of pregnancy. In 
general, those which have been furnished are vitamins, calcium compound, iron 
compounds, and polio vaccine. 

(c) That all implementing policy of the program has been developed in strict 
conformance with directives issued by the Secretary of Defense and the Secre- 
tary of Health, Education, and Welfare, and with the mindful intent of keep- 
ing to a minimum extraneous responsibilities of physicians, hospitals, and others 
concerned. 

(d) That the method currently employed to provide at Government expense, 
drugs required in the management of pregnancy, make it economically and ad- 
ministratively possible to provide eligible dependents (maternity cases) those 
drugs authorized on outpatient basis from civilian sources. 

(e) That the volume and cost of drugs furnished from civilian sources at 
Government expense from civilian physicians or pharmacies is relatively small. 
This fact is borne out by the survey, conducted, mentioned above, in which 
maternity cases in six States were studied to determine the amount and cost of 
drugs furnished from civilian sources authorized under the program. Further- 
more, while the following statement cannot be supported by the results of a 
detailed survey, it is believed that only a very few pharmacies throughout the 
nation are concerned with a heavy volume of prescriptions written by physicians 
who request that the pharmacy bill them (the physicians) for drugs supplied 
the eligible dependent. 

(f) Finally, that it was certainly not the intent of the Office for Dependents’ 
Medical Care to work a hardship on any individual or facility participating in 
the program as a result of the announced policy, concerning the furnishing of 
drugs in maternity cases; rather, referended policy was established in con- 
formity with the joint directive and with the intention of providing eligible 
dependents with the very best care, to the fullest extent possible, under the 
provisions authorized by the dependents’ medical care program, and this is only 
following demand from several sources. It should be pointed out here that 
the Office for Dependents’ Medical Care is not in a’ position to extend services 
or supplies to areas not authorized by the joint directive issued by the Secre- 


tary of Defense and the Secretary of Health, Education, and Welfare. Any 


extensions of care and service would properly come within the prerogative and 
jurisdiction of Congress. 

It is true, of course, that a certain amount of administrative procedure is in- 
volved in furnishing drugs to maternity cases under the current policy. It is 
hoped that the reasoning herein will explain why this office recommended con- 
tinuation of the present policy in its presentation to the Secretary of Defense’s 
Advisory Committee, on May 17, 1957. While not all replies have been received, 
the large majority of these received agree with this recommendation. 

I genuinely appreciate the interest and cooperation you and other distinguished 
members of the profession have evidenced in the operation of the dependents’ 
medical care program. I sincerely hope that this letter will serve to clarify the 
reasons behind the existing policy on drugs and medicinals, together with our 
efforts in attempting to administer this program in a judicious and understanding 
manner. 

Sincerely, 
PaAut I. RoBINSON, 
Executive Director, 
Major General, Medical Corps. 

We urgently recommend that the Congress consider legislation 
under the medicare program similar to the successful hometown pre- 
scription plan in operation within the jurisdiction of the Veterans’ 
Administration. 

We realize that the Defense Department Subcommittee of the House 
Appropriations Committee is not empowered to initiate legislation 
under the medicare program similar to the Veterans Administration’s 
hometown prescription plan. We do, however, address the committee 
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in asking for relief in payment of prescription requirements. Instead 
of the pharmacist billing the physician for supplies, we believe that 
this committee could permit the pharmacist to bill the fiscal agent 
direct and, in turn, receive payment direct. 

Mr. Manon. Mr. Frates, we are pleased to have this statement which 
you have presented to the committee in regard to one of the important 
problems involved in the defense program. 

Yesterday we had an all-day hearing on this matter. We have had 
a number of studies made, at least we , have had studies made, of the 
problem in an effort to find a way to make the program more work- 
able and reliable and acceptable to the doctors, to druggists, and to 
people in the Armed Forces. 

There has been a feeling that where the Federal Government has 
adequate hospital capacity, and adequate doctors and nurses who are 
on the Federal payroll, and all else being somewhat equal, that these 
facilities and these doctors and these nurses should be utilized in the 
medicare program rather than civilian doctors, facilities, and nurses, 

Would you briefly summarize what you have already presented in 
your statement as to your views? 

Mr. Fratres. We agree thoroughly with what you have said, Mr, 
Chairman, so far as Government installations are concerned, where 
the patient is in the area near a Government installation. 

However, our deep concern is caused by the fact that in Public 
Law 569 no provision was made for outpatient pharmaceutical serv- 
ices, Therefore Major General Robinson, realizing that pregnancy 
eases needed prenatal and postnatal treatment, had to come up wit 
an idea for getting their prescriptions. Therefore the Government 
contracts vith a group of doctors to render physicians’ services. 

Major General Robinson then issued a directive to the effect that 
the patient could go to the attending physician and the attending 
physician, in turn, could prescribe from the office, which completely 
bypassed the independent retail pharmacist. 

Furthermore it encouraged the physician to do office dispensing, 
which, of course, is his privilege but not in line with good ethies. 

For example, how can a physici lan prescribe for a patient and run 
the range of eighteen to het thousand items or drugs that the 
ordinary prescription pharmacy carries when perhaps all the phiysi- 
cian has in his office are a few s saunpies left by some detail man? 

Of course, he can buy his drugs from the pharmacist, whoever his 
contact may be, but I’m trying to point out that the patient does not 
get a break because the doctor ordinarily will prescribe what he has 
in his office. 

We objected to that, so Major General Robinson then said, “Well, 
the physician can write a prescription for the patient if he so elects. 
The patient can take it to the pharmacy of his choice, but will have 
to pay for it.” 

Well, that happened over the months, but as soon as the patients 
found out that they could get medication free from Government in- 
stallations they drove miles and miles to get to a Government hospital. 

Again an unworkable and impractical situation presents itself when 
Major General Robinson directed that the doctor could buy from the 
pharmacy or any other outlet, then issue the drug to the patient, then 
the pharmacist would send a bill to the doctor. The doctor in turn 
would bill the Government fiscal agent. 
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In turn, perhaps 9 months or a year later, the doctor would receive 
his payment, and he in turn would send a check to the pharmacist. 

It is so cumbersome and so out of line with ordinary business pro- 
cedure that we come before this committee to ask for a correction. 

Mr. Manon. Have you appeared before the Armed Services Com- 
mittees of the House and Senate ? 

Mr. Frates. No, sir. 

Mr. Manion. These committees, as you know, were the sponsors and 
authors of this legislation. 

Mr. Frates. We understand that. 

Mr. Mauon. W hat you probably need is additional legislation; or 
do you think so ¢ 

Mr. Frares. We need additional legislation. 

Mr. Manion. We, of course, are not authorized in an appropriation 
bill to write any amendments to the medicare bill. 

Mr. Frares. I appreciate that, sir. We wanted to make our presen- 
tation to you and get it in the record. That is a recommendation. 

We will go before the Armed Services Committees sooner or later. 

Mr. Mauon. Have you presented it at all to those committees ? 

Mr. Frares. Not officially. We talked to members of the Armed 
Services Committee who are in agreement with our position. 

Mr. Manon. I believe Mr. Kilday was one of those in the Armed 
Services Committee of the House who dealt in considerable detail 
with this important subject, as I recall it. 

Has it been presented to him? 

Mr. Frares. Not yet. We talked to Representative Miller about it, 
and various others. 

Mr. Manon. I can well appreciate your position. It seems to me 
from what you have said that some remedial action is urgently re- 
quired. 

I am not too familiar with the details of this matter, but your state- 
ment has been helpful to us in giving us some enlightenment on the 
subject. 

I personally will mention the matter to the chairman of the Com- 
mittee on Armed Services of the House, Mr. Vinson. 

I think you should make your formal presentation to that group for 
some clarification and remedial action. 

Mr. Fioop. Do you not think the best place for you to begin would 
be with Senator Humphrey, an old druggist ? 

Mr. Frares. Yes, we had that in mind, and also Representative Car! 
Durham, another pharmacist. 

Mr. Fioop. That is right. I heard Senator Humphrey make a 
speec h in my hometown a few months ago. He was met by the Penn- 
sylvania Board of Druggists, my district executive board. They 
gave him a gold-plated mortar and pestle. 

I would imagine you would have amici curiae in those two gentle- 
men. 

Mr. Mirier. What was your suggestion as to how this situation 
might be corrected ? 

Mr. Frares. Before this committee ? 

Mr. Fioop. Not necessarily before this committee. What would be 
your solution ? 
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Mr. Frares. We have two suggestions, sir. First we think that 
medicare should adopt the policy which has been in existence with the 
Veterans’ Administration for the past several years and is working 
out beautifully. 

The veterans are getting the highest type of phamaceutical service 
that can be obtained in the country. 

The Veterans’ Administration signs a contract with each State 
pharmaceutical association. 

When the veteran goes to one of the contracting doctors the doctor 
writes a prescription for the veteran. He takes it to a pharmacy of 
his choice. In turn the pharmacy bills the State pharmaceutical as- 
sociation, and in turn the State pharmaceutical association bills the 
Veterans’ Administration, ultimately receives a check which is dis- 
persed to the various members participating. 

It is working very well. 

Mr. Manon. The other proposal is what ? 

Mr. Frares. The other proposal was that if the Congress would not 
adopt the Veterans’ Administration hometown plan, as it is referred 
to, appropriations be set up and given to ODM in order that the phar- 
macist could bill the fiscal agent directly instead of going through the 
physician. 

Mr. Manon. We will call your testimony to the attention of the 
appropriate people in the Defense Department. 

T assume you talked to them ? 

Mr. Frares. Yes, sir. 

Mr. Manon. We will undertake to be helpful in arriving at some 
feasible solution to the very difficult problem which you have. 

Thank you very much. 


(The following material was susbequently received from Mr. 
Frates :) 


THE NATIONAL ASSOCIATION OF RETAIL DruaaistTs, 
Washington, D.C., April 25, 1958. 
Hon. GreorcE H. MAHON, 
Chairman, Defense Department Subcommittee of the House Appropria- 
tions Committee, House Office Building, Washington, D. C. 


DEAR Mr. MAHON: May we be privileged to attach the enclosed clipping from 
the Houston Post, dated April 21, 1958, to become part of the record accompany- 


ing our statement on the Medicare program, as presented to your subcommittee 
this morning? 


With kind regards, 


GEORGE H. FRATES, 
Washington Representative. 


[The Houston Post, Monday, April 21, 1958] 
TMA Votes To WitrHpraw From MEDICARE PROGRAM 


The Texas Medical Association voted here late Sunday night to withdraw 
from participation in Medicare—a Government agency providing medical care 
to servicemen’s dependents—on the grounds it was a step toward socialized 
medicine. 

The house of delegates, turning down a majority report, voted 107-46 to with- 
draw from the agency after it was attacked by Dr. Denton Kerr of Houston, TMA 
president. 

Dr. Kerr said if the first step was providing medical care for servicemen’s 
dependents, then the next steps would be similar programs for dependents of 
civil-service employees and veterans’ families. 

“We'd have socialized medicine in toto,” he said. 
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The Government should, he said, raise salaries so dependents could afford 
medical insurance policies. “We think the insurance companies are a great 
stabilizing force,” he said. 


Dr. Kerr explained that the program would still continue but would be ad- 
ministered by the Army in San Antonio. Previously, Blue Shield was the in- 


surance carrier and paid each doctor, and in turn was reimbursed by the Federal 
Government. 


“We weren’t complaining about the pay or anything else,” Dr. Kerr said. “We'd 


just send in the bill and it was paid. But we think it would become socialized 
medicine in time.” 


NatTionaL GUARD 


Fripay, Aprit 25, 1958. 
WITNESS 


HON. W. J. BRYAN DORN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF SOUTH CAROLINA 


Mr. Manon. We are now privileged to have one of our able col- 
leagues, the gentleman from South Carolina, Mr. William Jennings 
Bryan Dorn. 

Mr. Dorn. Thank you, Mr. Chairman. My name is W. J. Bryan 
Dorn, representing the Third South Carolina District. 

Mr. Chairman, I am authorized this morning to speak for the en- 
tire South Carolina delegation. We had a meeting this morning, 
both Senators and House Members. Congressman Riley was not 
there but called me on the phone and asked that I represent the entire 
South Carolina delegation. 

Mr. Manon. I must say, Mr. Riley, a member of this subcommittee, 
has been very militant, active, and aggressive in his support of and 
interest in the National Guard. 

I will state further that I believe all Members of Congress from 
your great State have been in touch with the committee urging an ac- 
ceptable program for the National Guard, so we are pleased to have 
you appear before us for mally as a representative of the delegation 
in Congress from your State. 

Mr. Dorn. Thank you, Mr. Chairman. Of course, I will be very, 
very brief. 

[ have no prepared statement to make. I will reiterate that the en- 
tire South Carolina delegation asked that I appear here and oppose any 
reduction in the appropriation for the National Guard, and we urge 
the committee to provide enough money to maintain approximately 
the present National Guard strength of 400,000. 

Mr. Manon. In other words, you very strongly support a 400,000 
level? 

Mr. Dorn. Very strongly so. Also, Mr. Chairman, I might add 
that the National Guard is very close to the people. There is a lot 
of fear in the land today among the people about all of these things 
they have read, such as satellites and bombers. 

When they see this National Guard they do not see these other 
things. They never see these installations of missiles, and so on. 
They merely read about them. 

Mr. Manon. Off the record. 

(Discussion held off the record. ) 
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Mr. Dorn. The average citizen who pays the money for this pro- 
gram, and generally some member of his family is connected with the 
National Guard ac tively, gets the feeling of security to know that 
this force is adequately provided for and is close at hand in the event 
one of these great catastropes they read about should happen. It is 
just like insurance. 

I think there is more need for a strong, well-equipped and alert 
National Guard today than ever before. 

I say that knowing that every member of this subcommittee is aware 
of the position I have always stated for 20 years. Even before World 
War II, I was advocating an Air Force of 10,000 planes, and you are 
aware of the fact that I appeared in behalf of many other projects 
along this line. 

In view of my strong st: _ for airpower and for research and de- 
velopment many years ago, I still say that there is more need today 
for a strong National Guard than ever before. 

I might add this, Mr. Chairman: I was an enlisted man, and T ] hope 
you will pardon person: al references, but I think this committee is 
interested in hearing from someone who has seen firsthand, not topside, 
not from a headquarters man but firsthand as an enlisted man, the 
utter chaos that exists in a country which has been brought to its knees 
by air bombardment, such as Germany in 1945. 

I could think of nothing more chaotic than for a population such as 
America, which never before has been hit from the air, to be suddenly 
attacked and then have the Regular Army way off somewhere else, and 
then not have an adequate National Guard close at home to restore 
communications, to administer first aid, and reassure our civilian popu- 
lation. 

Mr. Chairman, I have actually seen in Germany cases where ren- 
evade GI’s and renegade members of the Wehrmacht walk into a town 
and say, “We represent military government. We want you to turn 
over ail the bank deposits in this area.’ 

No one knows any different. ( ‘ommunications are down. 

That could happen in America if we were hit. However, with a 
National Guard, a unit in every major community, with a command- 
ing officer in charge, it would be impossible for situations like that to 
exist. 

Why, the bank or little local community could say “Do you have an 
authorization from commander so-and-so, whom we know is the local 
National Guard ?” 

If they could not present these credentials something like that could 
hot happen. 

This committee is much more capable than I and you he ive the facts 
before you. I wanted to bring that to the attention of the committee 
with emphasis, that nothing is more chaotic than a country subjected 
to overwhelming air bombardment suddenly, with communications 
down, food supplies out, and with no one to patrol the streets and 
patrol the local communities and to administer first aid and restore 
order. 

In that ee I think the National Guard is more needed than 


ever before. Under no circumstances would I like to see the National 
Guard re sen ec] below astrenoth of 400,000. 
[ think it 3 s almost imper: ative that we hold the line. ] will add this 


before I en 
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You know, we are often swept off our feet by the glamour of great 
military leaders. We listen to their recommendations. But I think 
:f the whole record of military preparedness in America were brought 
up to date it would prove bey ond any shadow of doubt that Members 

of Congress—I saw an article on this at one time and cannot recall 

where—that civilians in the C ongress have consistently through the 
160- or 170-year existence of this Republic pointed out ahead of time 
with foresight the defects in certain professional military recommen- 
dations, rec commendations of purely professional military men. 

You can go back to Calhoun and many others who did not have 
military training. They advocated measures that were 100 years ahead 
of their time. 

I therefore trust this committee and the Congress. I have the utmost 
faith in this committee and the Congress on this point. 

I remember West Point in 1933 and 1934—and some members of 
my family were there—when they were teaching the cavalry and had 
tanks made of tin with one machinegun at the top, Hitler was build- 
ing Panzer divisions and Stuka dive bombers, and had Germany been 
where Canada is today the United States would not have lasted as 
long as France under the guidance of these so-called professional 
military people. 

You know what happened to Billy Mitchell. I trust the committee 
on these matters 

Mr. Manon. Thank you very much for your helpful statement, 
Mr. Dorn. 

Mr. Manon. Congressman Gary, an able Representative from the 
State of Virginia, and one of the senior members of the House Com- 
mitee on Appropriations, advised me today that some of his friends 
were interested in presenting to the committee some very important 
matters. 

I believe Mr, Gary’s assistant is present with us. 

How would you like to proceed 

Mr. Pavut Saunter. If Dr. Armistead, of Richmand, could be the 
first witness and Mr. Bender next, that would be very fine. 

I think 15 or 20 minutes will carry us through the whole program. 


Fripay, Aprm 25, 1958. 
Basic RESEARCH 


WITNESS 


DR. FONTAINE C. ARMISTEAD, DIRECTOR, VIRGINIA INSTITUTE 
FOR SCIENTIFIC RESEARCH 


Mr. Manon. We are pleased to have you, Dr. Armistead. 
At this point we will insert an outline of Dr, Armistead’s remarks. 
(The matter referred to follows:) 


OUTLINE OF OPENING REMARKS To BE MADE By F. C. ARMISTEAD ON THE SUBJECT 
THE INDEPENDENT INSTITUTES FOR BASIC SCIENTIFIC RESEARCH 


1. The importance of basic research to the defense effort (briefly, since this 
is widely acclaimed now). 

2. “Sputnik @ever” has helped applied research and manufacturing, but not 
basic research. 
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3. What part the Virginia Institute and others like it play in the basic 
research scene of the Nation. 

4. These institutes are being bypassed for Defense Department funds. 

5. Recommend that the committee consider earmarking a certain minimum 
portion of their total basic research budget for allocation to these institutes, 
On the basis of figures from the National Science Foundation, the portion 
recommended is at least 3 percent. 

Mr. Armisteap. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am grateful for 
this chance to appear, grateful to you and to Mr. Gary both. 

I am Fontaine C. Armistead. I have a Ph. D. in physics from the 
University of Michigan. 

I worked on the Manhattan Project and on Atomic Energy Com- 
mission work at Oak Ridge, and with several associated universities 
and industries. 

I was a research associate at MIT, and now am a director of the 
Virginia Institute for Scientific Research in Richmond, Va. 

I wish to report a development that I know you will be concerned 
about. I represent one of a type of research institutes doing basic 
research. 

This type of institute does a recognized valuable service for the De- 
partment of Defense and has in the past received a fair portion of 
funds for research. 

However, this supplemental appropriation for fiscal 1958 has some- 
how passed us by. I am unable to say where this passing by originated, 

All we know is that suddenly, under the supplemental appropria- 
tion for 1958, we are unable to get the fair portion of research support 
from the defense agencies which we used to get. 

I ask that you consider this development, and if you see fit to fore- 
stall it in some way in the future we would appreciate it. 

As to the importance e of basic research to the defense effort I shall 
not belabor that point because I know you gentlemen are fully aware 
of that now in thisa 

What basic research is and what it is not is something that I am 
sure you are aware of. There is the distinction between, for example, 
assembling rockets and missiles. That-is not basic research, although 
extremely necessary it is. That ismanufacturing. 

It is not the testing for a best design, important though that is. 
That is applied research and engineering. 

What basic research is exploring, exploring the unknown reaches 
of natural phenomena. 

Mr. Manon. Such as what makes the grass green ? 

Dr. Armisteap. Like what makes the grass green, and finding out 
what happens and why. 

What happens and whv when a variety of high- powered fuels are 
burned, for example, just the basic question of that. 

What happens and whv when certain newly discovered magnetic 
materials are put under different conditions. 

This not only helns, say. the missile program but at the same time 
it is helning the defense effort because it very likely will lead to the 
mens of long-range detection of submarines. 

Dr. ArmisTeaAp. I will go to the next point now—the fact that 
sputnik fever, as T call it. has helned our friends in applied research 
and in manufacturing toa great extent. 
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Mr. Manon. I might point out sputnik fever has receded and there 
is some indication that we have below normal temperatures in certain 
areas. i ; 

Dr. ArmisreaD. That is true. 


The alarmed public is clamoring for quick evidence of technical 


defense progress and there is a readiness to spend on manufacturing: 


and applied research but there is a hesitation to support basic re- 
search and the result is—this is my point and I think it is frighten- 
ing—the result is that in some weapons we may be behind the enemy 
now but in 5 years we will be 10 years behind them unless we keep 
the basic work going. 

The remedy: Give anywhere from 2 to 5 times as much support 
to basic research. I choose those figures because one educated guesser 
on this subject said 2, another said 5. I will choose that as a range. 

In fiscal 1958 $32 million of Department of Defense funds are go- 
ing for basic research. The total Federal expenditure is $230 million. 
It is interesting to note that in 5 years the Federal Government has 
increased total basic research support a hundred percent, but the De- 
partment of Defense has only increased 20. 

I would just leave this point now and go on to the next point I 
wish to make: The part that my institute, the Virginia Institute for 
Scientific Research, Mr. Bender’s institute, the Research Institute for 
Advanced Studies, and a number of others like those institutes, the 
part those institutes are playing in the basic research scene of this 
Nation. Basic research has traditionally been done in the universities, 
and in a few leading industries with real foresight. May it con- 
tinue. They are our friends in arms in this instance, but the Nation 
needs at least 2 to 5 times as much basic research as the universities and 
the industries together can handle. 

The independent institutes for basic research are coming into being 
to fill this need. 

They are concerned with research only and not as an adjunct 
to teaching or as an adjunct to manufacturing. They provide the 
opportunity for the gifted research person to make a profession of 
research, unmixed with other concerns. 

The National Science Foundation has completed a study, and I 
will read a short sentence from it. Dr. Allen Waterman, Director 
of the National Science Foundation, himself as said— 

The sums available to these organizations for scientific research are relatively 
small when compared to the expenditures of the Federal Government, private 
industry and even educational institutions. Nevertheless, many nonprofit or 
ganizations enjoy a stature unmatched by laboratories with far larger budgets. 
Their achievements testify to the vital importance of individual quality in 
scientific endeavor. 

These institutes do presently about $20 million a year worth of basic 
research. There are about 20 to 25 such institutes in the country. 
They have the precedent in history of the Max Planck Institutes in 
Germany and the Royal Institution in England, which achieved world 
wide recognition for their first rate quality of research. 

They have their opposite numbers in Russia today, and a fairly 
alarming report comes from Russia. Dr. Kolthoff of the University 
of Virginia said recently : 

As to scientific research in the Soviet Union, we found that most work is car- 
ried out in special institutes which are under the auspices of the U. S. 8. R. 
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Academy of Sciences and entirely separate from a university. There is no di- 
rect relationship between a university and the institutes. Emphasis is entirely 
on basic research for which apparently unlimited funds are being made ayaij- 
able. 

They have these testimonials from the National Science Founda- 
tion: 

The comparatively small sums involved in the support of these independent 
research institutes are not an adequate measure of the important role these in- 
stitutions play in the Nation’s scientific community. Indeed, it is remarkable 
how much these and other nonprofit organizations have been able to accomplish 
with relatively limited resources. 

These institutes provide the scientist with an environment in which he need 
advance no other goal but science, and is subject to a minimum of extraneous 
administrative regulations. 

The institutes, I say again, as I said at the beginning of my presen- 
tation, are being bypassed for a reason I am not able to determine. 
In the past we have been treated as well as the universities and the 
industrial laboratories. 

Now, under this supplemental appropriation for fiscal 1958 we are 
specifically bypassed, and told at the agencies of the Department of 
Defense that used to support our work, “I am sorry, the funds under 
oF supplemental appropriation are earmarked for universities only,” 

I do not know what the future holds in this respect. I can only 
tell you that we are at the present moment in an embarrassing posi- 
tion financially because of this situation, and, about the future, we are 
alarmed. 

In conclusion, I would recommend, ask, that the committee consider 
earmarking a certain minimum portion of this total basic research 
budget for allocation to this type of institutes. Of course, I do not 
mean just mine and Mr. Bender’s institute. I mean this type of some 
20 institutes. On the basis of figures from the National Science Foun- 
dation, giving proportions of funds through the years that have gone 
to this type of work. I would say that the least we should expect 
would be 3 percent of the total funds for basic research. 

T thank you. 

Mr. Manon. Thank you very much. 


Fripay, Aprin 25, 1958. 
Basic RESEARCH 


DR. WELCOME BENDER, DIRECTOR, RESEARCH INSTITUTE FOR 
ADVANCED STUDIES 


Mr. Manon. Dr. Bender, will you present your statement. 

Dr. Benper. I am very pleased to be here, gentlemen. 

I am Welcome Bender. I am the Managing Director of the Research 
Institute for Advanced Studies established some 3 years ago in Balti- 
more. Our aim is basic research in the public interest in the physical 
sciences. 

I do not come here today to beg for research. I think the time has 
come for the Nation that we must look at research as the best insurance 
that is available to us in these rather fast moving times. 

We have seen the need. I come from a background in the aircraft 
industry where we have seen the need of a nation running out of new 
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knowledge in terms of its ability to consume knowledge. We have 
technology and ability to produce in this country that outranks the 
world. In our ability to provide new ideas, we have far too often had 
to depend on Europe. ‘The situation is not getting any better. 

We have, in a country of 160 million people, 1 institute at Princeton 
under Dr. Oppenheimer, that has 20 people supported full time, people 
like Von Neuman, Einstein, people who worked digging as deep as 
possible into the laws s of nature. 

Mr. Manon. Von Neuman is dead, is he not? 

Dr. Benver. He is dead now, but he was typical of the type of man. 
There are many people like this, many of them who could be doing this 
sort of thing, but a country of our wealth seems only to be able to 
support 1 such institute of 20 people. This is because they have de- 
pended on charitable support. We are competing in a world with 
Russia, which isn’t depending on charitable support. 

I point out that basic research is a basic seed to technology. The 
defense effort is the largest consumer of technology, therefore has a 
large responsibility in supporting basic research. 

My plea today is that we not put any limits in the Defense Depart- 
ment on where they get their basic research, but only encourage them 
to go after research. The supplemental funds have been limited to 
universities. 

Mr. Manon. That was not done, of course, by Congress. 

Dr. Benver. This is apparently done within the Department of De 
fense. 

Mr. Manon. Yes. There was nothing at all in the hearings that I 
know of, or in the language of the bill or in the language of the report 
that would in any way restrain the Defense Department in placing this 
work among colleges and universities and institutes, et cetera. 

Dr. Benper. Our approach is to try, as Dr. Armistead has pointed 
out, to see if we cannot expand the amount of basic research in the 
country far beyond the amount of research that is required in connec 
tion with teaching. 

Mr. Manon. Would that objective be best achieved throughout the 
National Science Foundation and other civilian agencies of the Gov- 
ernment, rather than the Department of Defense ? 

Dr. Benper. Mr. Chairman, I believe that has got to be fostered 
through every agency which has any stake in the consumption of 
knowledge. In the Defense Department you have the largest con- 
sumer of knowledge. They have a large responsibility to put back 
new seeds. The farmer pays more for his seed than me Defense 
Department spends in basic knowledge, although the Defense Depart- 
‘ment is still the largest contributor to it. All the other agencies of 
the Government, the National Science Foundation, the National In- 
stitutes of Health, Department of Agriculture all have a stake here. 
When we talk about why is grass green, as was just brought up, we 
do have some very stimulating work underway in the study of photo- 
synthesis and the study and function of plant cells. This may be of 
great value to the Nation. It is very hard to say which agency should 
support it, and it is very expensive to do. It is very hard to say that 
any one industry should support this over any other industry. It cer- 
tainly is for the benefit of all. 

We make a plea that the country needs this sort of thing, and this 
sort of thing should not be handled on a begging basis. I think when 
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science starts to stand and say “Science is a necessary national insur- 
ance, not something that we must use a tin cup and beg for help,” 
then we will stand up against the situation we face in the world today. 

Mr. Manon. Have you taken steps to present to the committees a 
Congress and the civ ilian agencies of the Government the views which 
you have presented here? 

Dr. Benper. Yes, sir. We have been in touch, not primarily with 
the committees of Congress, but we have been doing a great deal of 
contact with all the agencies of the Defense Department, and I will 
say we are getting very good response. There are some limitations 
that still have to be overcome. 

Mr. Fioop. Let me point this out to you: I am getting the impres- 
sion very currently, and this is no direct indictment of your great 
university or my friend to your right or your faculty, but more and 
more I get the impression that the universities of the country, with 
particular reference to the scientific faculties, are becoming mere con- 
tracting experimental stations for the Department of Defense, and 
priv: ite industry, and they have lost track to a great degree of the orig- 
inal purpose of pedagogy and instruction and teaching. 

Mr. Miuter. If the gentleman will yield, I do not think these gentle- 
men are from the universities. 

Mr. Fioop. No. They are not, but my friend from Virginia brings 
it to my mind from the university. I am not only speaking of the 
University of Virginia, but the fact I heard the name made me think of 
this problem with relationship to American universities. We are 
anxious to have this work done, and it will be done, and you are the 
obvious source of doing it, contractors and universities, but I do not 
want the technical faculties of American universities to get so enam- 
ored—and it is only human that a scientist would—when Uncle Sam 

can provide lush contracts, and these poor fellows have been starving 
for generations, for centuries, for some attention and laboratories and 
money to do the things that they want to do, and now this manna 
from heaven comes to them. They have enthusiasm for their work, 
There is no question of their scientific or professional bona fide posi- 
tion, but it is only human to follow the path of least resistance and I 
do not want you to forget your great dedication for teaching the 
future generations. 

Dr. Armistreap. Mr. Flood, we are so much in agreement with you. 
We are not at the universities. We decry as you do this distortion of 
the purpose of a university. 

T had a degree from the University of Virginia but our institute is 
70 milesaway. It is ina private operation, entirely separate from the 
university, just as Mr. Bender’s is entirely separate from industry or 
from a university. We so much agree with you that the universities 
are distorting their original function of teaching the youth. We are 
taking some of the load off them. They are saturated with research 

right now, more than they should have, and a lot of it is not pure 
research. but 1s highly in the engineering category. 

Mr. Manon. Do vou have companies like Martin and other compa- 
nies come to you with problems and say to you “Try to figure out this 
kind of problem ?” 

Dr. ArmisTeAp. When we are approached by a company that says 
“We have a problem, will you figure out the answer for us,” we very 
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quickly say, “We don’t answer roblems, but we can steer you to ap- 
plied research laboratories that do.’ 

It more often happens that we will discover a question that cries out 
to be answered, in some new field such as some development in mag- 
netics, and we have a first-rate man who wants to work at it and 
answer that rs He writes it up and we will go to the company 
and say “If this question is answered it will help you in obvious ways. 
Will you support us?” 

In other words, the idea usually originates with us. 

Isn’t that correct ? 

Dr. Benver. Yes. 

Mr. Marion. Do you do that sort of work and do you get compen- 
sation for your institutes through that procedure ? 

Dr. Armisteap. We do. 

Mr. Anprews. Doctor, what percentage of your work in the last 
3 years has come from the Government through either the Defense 
Department or some other agency of Government ? 2 

Dr. Armistrap. Fifty-one percent. 

Mr. Anprews. You have been in business for 3 years ? 

Dr. ArmisTeEaD. We have been in the institute in Virginia for 9 
years. I have been there 3 years. 

Mr. Anprews. As a private research laboratory or company, how 
long have you been in business? 

Dr. ARMISTEAD. Nine years. 

Mr. Anprews. Fifty-one percent of your work- 

Dr. Armistrap. Over the last couple of years it has been at 51 per- 
cent, Federal Government supported. 

Mr. Anprews. How much of your work has come from Govern- 
ment, Dr. Benprer? 

Dr. Benver. 1957, 5 percent; in 1958 it will be more nearly 25 per- 
cent. We only started in 1956. 

Mr. Anprew. You have been told you can expect no business In 
the future from the Defense Department ? 

Dr. Benpver. No. This is not true. The only thing that was 
brought up here is that the supplemental appropriation, in 1958 fiscal 
funds, has a rider attached that limits it to universities. We do not 
think that this limit does the Nation any good. 

Mr. Manion. I do not like for you to say that there was a rider 
attached. We think of riders as bits of legislation. 

Dr. Benper. Lam sorry. I withdraw that. Apparently it is being 
administered this way. 

Mr. Anprews. It must be a Defense Department directive. Do you 
know whether or not that directive will apply to the regular 1959 
fiscal year appropriations / 

Dr. Benper. I do not believe it will, personally, but 1 think it is a 
red flag that we should be alerted to, and it might be well for this 
committee to consider this. 

Mr. Mititer. Would the gentleman yield ¢ 

Mr. Anprews I am through. 

Mr. Mitier. Do I understand there is any language in the supple- 
mental that made it any different from any other research and de- 
velopment ae ion ? 

Dr. Benver. No. I do not believe there is. You may recall the very 
difficult situation in the Defense Department last summer, when they 
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were trying to hold to the statutory debt limit, a large number of 
research programs were cut off, leaving a very bad taste in the uni- 
versities. There was much clamoring for it. I believe the administra- 
tion of this supplemental bill was handled to take care of that problem, 
but it is still indicative of a trend that may be serious later. It seems 
to us that the Nation, if it really believes in encouraging basic re- 
search, which is what we read all the time, that we must be reversin 

the trend in encouraging very many more organizations like the two 
represented here, rather than make it such a difficult problem to get 
these things under way. 

Mr. Manon. You m: iy know the average college and university— 
and there are hundreds of them, of course—feels that it is not getting 
quite the amount of support in the field of research that it would like 
to have, as you know, and there is a feeling among the smaller places 
that some of the well-known places like MIT are getting the lion’s 
share, and that they, in getting the lion’s share of the Government’s 
business, have the ability to draw out of smaller institutions their top 
and best men, and, therefore, deprive the smaller colleges of the ability 
to do the sort of job they feel should be done, nationwide, on a much 
broader base. 

Dr. Benner. I believe the the National Science Foundation is well 
aware of this trend, and has taken broad steps to see that its funding is 
distributed in all the 48 States, T think this is an imnortant problem. 

On the other hand. we are talking to all of our youngsters about 
science. I made a talk to a junior high school class only yesterday, 
and have been called on for talks to parent-teachers’ associations. 
We are encouraging many youngsters to go into science. Yet, on the 
other hand. I sit in my office and talk to a Harvard physics major, 
who is getting his doctor’s degree under Julian Schw inger, the emi- 
nent physicist. T said to him, “What are you going to do when you 
are through?” He said. “I would love to stay at Harvard.” He 
said, “It is a wonderful place; the atmosphere is stimulating. I want 
to do hasic research for the rest of my life.” 

T said. “Why don’t vou?” He said, “There are 28 of us who can’t 
stay at Harvard. What do we have todo? We have to go into in- 
dustry and do applied research. which we are not interested in, or 
go to another place to teach, where there is no research going on, 
which is not what we were encouraged to train for.” 

Training for teaching is an important thing, but it is not every man 
who wants to be a teacher. Where does this man go? This is the 
difficulty. 

Mr. Manon. There ought to be places for him in schools that pres- 
ently do not have a basic-research program. it would seem. 

Dr. Benver. I think the difficulty in these getting started stems 
from the way some of our funds are administered. TI am not sure 
it is the nrovince of this committee, but, if vou look at the National 
Science Foundation funds, there is a statutory limitation on the 
amount of overhead they can pay. Therefore, no school can get 
started. We had some neople from the Catholic University in our 
office vesterday saving, “Please, we have a stimulating problem. We 
want to vet started on it, but we can’t start on it until we eet a con- 
tract. We can’t get a contract until we get started on it. We have no 
capital to put into it.” 
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This is because we are limited in the way we administer our fund- 
ing, and, if you started a grocery store with the limit on the overhead, 
the owner could never start toe arry additional wares. 

I don’t know that this is the province of this committee. 

Mr. Manon. It seems to me, after looking at the defense budget, 
that there is no great acceleration of basic research in the 1959 “de- 
fense budge t. 

Dr. Benner. That is right. 

Mr. Manon. There are some who have felt that maybe the Defense 
we nt is not the place where we ought to sponsor basic research. 

Dr. Benver. This may very well be, 1f someone else picks up the 
ball. This is the thing that is very alarming to us in science, to see 
the lack of energy in the other agencies. When General oe ay comes 
in and wants strategic bombers, he makes a case for it, but where 
is the man making the case for scientific research that Paice; LeMay 
can make ¢ 

Mr. Manion. He is not making it before this committee. 

Dr. Benper. This is something that is of real concern to me. 

Mr. Manon. Yes. I think we are falling short, very decidedly, in 
the field of basic research, and, while you have made reference to 
sputnik fever, the new look toward space has not yet brought about 
a tremendous nationwide acceleration in basic research from the stand 
point of fiscal support by the Government. 

Dr. ArmisrEAp. Yes. 

Mr. Chairman, I would like to say, I do not subscribe to the idea 
that we must rob Peter to pay Paul in this case. We are strongly on 
the side of the universities, and believe that they must continue to 
get support for research, and particularly the small colleges and uni- 

versities that want to and are able to do research. May you be able 
also to support them. My point is, please continue to give these quite 
important, independent, research institutes a fair shake and, by all 
means, let’s increase the support for basic research so that you are 
not robbing Peter to pay Paul. You should pay them both better. 

Mr. Manon. Are you familiar with the Southwest Institute at 
San Antonio ¢ 

Dr. Armisteap. It, supposedly, is a very efficient place. 

Dr. Benper. Mr. Chairman, we surve syed this before we set up our 
institute. We surveyed a large number of the research institutes 
around the country. There are some 46 of them, of which South- 
west is a very laudable example, Battelle Memorial, Cornell Aero 
nautical Institute, Stanford Institute. All of these organizations are 
doing 95 percent applied research and only a little bit that they 
can squeeze in on the side in basic research. This is a very profitable 
activity to them and for the Nation. 

We are saying that the Nation now needs a similar set of institutes, 
whose activity is only in basic research. Why is the back side of the 
moon the shape it is? Why is grass green? What are the implications 
in the long = of algebraic topology? This sort of thing which you 
won't find being done at Mellon, Armour or Southwest Research. 
These things are further off in their application. 

Mr. Manon. You had better sell that to Dr. Killian, the adviser 
to the President, and some very high level people, because I happen 
to agree with you. I believe the American people if they understood 
it would agree with you. We are not tackling the problem like we 











956 


should. We are going to have reasons to regret it very ser iously if 
we do not get moving in this field of really accelerating basic research, 

Dr. ArmisTeap. It certainly is refreshing to find an ally in you, sir, 
and we know all we can hope for you is for you to have it in your 
mind, and in the future to look out for this to the best of your ability, 

Mr. Mitirr. Dr. Bender, your laboratory is located m the great 
State of Maryland, is it not? 

Dr. Benver. Yes, sir. 

Mr. Miter. You are particularly well located for all problems, I 
therefore assume. 

Asa practical matter, you gentlemen are disturbed about an admin- 
istrative dev ‘elopment that seems to have come up since the su »ple- 
mental bill in which the policy appears to have been to limit sie 
research to colleges and universities. rather than to leave the field open. 

Ts that the real cause of your concern ? 

Dr. Benper. That is not the only one. That is the immediate one 
that raises a red flag. Some others go deeper than that. We have 
been for some many months dealing with the Army Office of Ordnance 
Research establishment, trying to get support. They have told us 
that the work we are doing tec hnically is very excellent. They will 
not come out positively and say so, but it is indicated very indirectly 
and very straightforwardly that they are giving preference to the uni- 
versities. They said: 

If you are an organization that is not a university, not teaching graduate 
students as such, we have to bypass you, even though your work is A-1 in some 
of these programs, and some of these programs we are supporting in universities 
are B category. 

We think this is wrong for the Defense Department. We think the 
Defense Department shonld be getting the very best research it can 
for its dollar, wherever it best can. 

Mr. Mituer. I think this committee shares this view. I think the 
witnesses we have had before us from the various armed services have 
been pretty outspoken in their belief in the importance of basic re- 
search, but as I understand it at the moment, there is nothing that 
this committee could do except perhaps indicate in its report that 
it believes in the importance of basic research and it believes in ad- 
ministration that will make use of the best facilities available, re- 
gardless of whether they are institutional, commercial, or what their 
background may be. 

Is that about as far as we could go? 

Dr. Benner. Yes. I think that would be a relevance because a lot 
of these organizations administering it will say, “If it is a private 
organization, particularly if it is a profit organization, there must 
be something sinful about it.” that research can only be done on a 
nonprofit basis. We are going so far as to say, “What is wrong with 
the profit system that has made America great, operating in an area 
that we say is vital tothe Nation ?” 

Mr. Miter. We believe in free enterprise, do we not ? 

Dr. Benner. Why should not free enterprise operate in basic re- 
search? Maybe it can do great things. We have protected it from 
it. I think the administrative organizations have a great deal of 
tradition in this regard. Maybe they do not intend it this way. This 
is the actuality. The thing we pointed out, and we noted it 2 or 3 
years ago, times are changing faster than our mental attitudes. 
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I heard it pointed out over at the Parliament of Science. Some 
one said that the problems of the next 20 years are not all in the space 
between the stars, in outer space, but they are really in inner space 
between the ears. 

Mr. Mitter. Could we put it one step further? You are thinking 
that basic research is of such great practical value that it should not 
be limited to the sort of world of high theory and the typical concept 
of a cloistered campus atmosphere. It is something that we need to 
carry on just as we carry on big business, and make use of both the 
educational institutions and all the other facilities ? 

Dr. Benver. That is right. We are saying here there is nothing 
wrong with the traditional way. Times require that we need even 
different ways, and let’s try some other ways. Maybe we still find 
better ways. 

Mr. Minter. Thank you, sir. 

Mr. Manon. Thank you very much, gentlemen, for your very stim- 
ulating presentation. 

We will recess at this time until 2 p. m. 


Fripay, Aprin 25, 1958. 
Derense Bupaer ror 1959 


WITNESSES 


OTTO L. NELSON, JR., CHAIRMAN OF THE NATIONAL DEFENSE COM- 
MITTEE’S POLICY SUBCOMMITTEE, CHAMBER OF COMMERCE OF 
THE UNITED STATES 

WALTER G. HELD, SECRETARY, GOVERNMENT EXPENDITURES 
COMMITTEE 

JOHN B. OLVERSON, ASSISTANT MANAGER, NATIONAL DEFENSE 
DEPARTMENT 

THERON J. RICE, MANAGER, NATIONAL DEFENSE DEPARTMENT 

VERNE R. SULLIVAN, ASSISTANT MANAGER, TRANSPORTATION 
AND COMMUNICATION DEPARTMENT 


Mr. Manon. The committee will come to order. 

From time to time we have been honored with the presence in this 
room of representatives of the United States Chamber of Commerce. 

Last year you appeared before us and gave us quite an extended 
presentation on the defense budget for the fiscal year 1958. 

Last year was memorable in that it was the year when we had the 
most interesting and exciting battle over the budget which we have 
had in many a year. 

This year the atmosphere has somewhat changed and we are still 
battling, but the battle is not pitched specifically on the budget in the 
calendar year 1958. 

We are pleased to have you before us, Mr. Nelson, and other mem- 
bers of the United States Chamber of Commerce group. 

The record will identify everyone, of course, for the benefit of the 
Members of the House and others who will give attention to these 
hearings. 

Mr. Netson. I will introduce the staff of the chamber. 

Mr. Walter G. Held, Secretary, Government Expenditure Com- 
mittee. 
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Mr. John B. Olverson, assistant manager, National Defense Depart- 
ment. 

Mr. Theron J. Rice, manager, National Defense Department. 

Mr. Verne R. Sullivan, assistant manager, transportation and com- 
munication department. 


STATEMENT OF OTTO NELSON, JR. 


Mr. Netson. My name is Otto L. Nelson, Jr. I am a member of 
the National Defense Committee of the Chamber of Commerce of the 
United States and cha irman of the committee’s pone. vy subcommittee. 
Since retiring from the Army as a major general in 1946, I have been 
an employee of the New Y ork Life Insurance Co., where I am a vice 
president. 

During the past 10 years I have served on a number of advisory 
committees to the Federal Government, among which are the National 
Civil Defense Advisory Council, appointed by the President, and the 
Mobilization Program Advisory Committee of the Office of Defense 
Mobilization. I also served as Director of Project East River in 1951 
and 1952, which surveyed the problems of nonmilitary defense. 

[ participated in a somewhat minor capacity in the Gaither Com- 
mittee. 

I appear today on behalf of the Chamber of Commerce of the United 
States, a federation of over 3,300 State and local chambers of com- 
merce and trade, industri: al, nl professional associations, with an un- 
derlying membership of 2,500,000 businessmen, plus more than 21,000 
direct business members 

Because the defense budget involves operations in which business 
judgment can and should be applied, we welcome the opportunity to 
present some views that may prove helpful to this subcommittee in 
evaluating and resolving the issues raised by the 1959 Defense budget 
estimates. 

This presentation is based upon the most exhaustive analysis and 
evaluation of the Defense budget and related problems ever undertaken 
bv the chamber’s national defense committee. The committee consists 
of 46 representatives of the major defense-supporting industries. If 
you so desire, I can submit their names for the record. 

(The list referred to follows:) 


NATIONAL DEFENSE COMMITTEE, 1957-58 


Chairman: Sherrard, Glenwood J., president, G. J. Sherrard Co., 60 School Street, 
Boston, Mass. 

Adams, Howard C.,* vice president, Pacific Far East Line, Inec., 918 16th Street 
NW., Washington, D. C. 

Baldwin, Jack B., assistant defense contract administrator, defense operations 

division, Chrysler Corp., Post Office Box 1687, Detroit, Mich. 

srandes, William M., vice president, Elgin National Watch Co., Elgin, Tl. 

Cook, James W., vice president, American Telephone & Telegraph Co., 195 Broad- 
way, New York, N. Y. 

Davenport, Jarvis D.,’ president, Sturgis Water Works Co., Post Office Box 119, 
Sturgis, 8. D. 

Eaton, George S., executive secretary, National Tool & Die Manufacturers 
Association, 907 Public Square Building, Cleveland, Ohio. 

Gillespie, Tyrone, assistant to the president the Dow Chemical Co., Midland, 
Mich. 

Greenbaum, Ervin,’ sales manager, Rett Products Co., 4714 Holcomb Avenue, 
Detroit, Mich. 


‘New member 
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Hansen, Paul, director, security division, Reynolds Metals Co*2500 South Third 
Street, Louisville, Ky. 

Holst, Helge,* treasurer, Arthur D. Little, Inc., 30 Memorial Drive, Cambridge, 
Mass. 

Hubbell, Nathaniel D.,* director of training research, Eastman Kodak Co., 
Rochester, N. Y. 

Hummel, Charles,’ comptroller, Bendix Aviation Corp., Fisher Building, Detroit, 
Mich. 

Hurley, Marvin,’ executive vice president, Chamber of Commerce, Post Office 
Box 2371, Houston, Tex. 

Jaynes, Maj. Gen. Lawrence C., president, national Trailways Bus System, 1012 
14th Street NW., Washington, D.C. 

Jeffers, Lewis F.,’ president, Hayes Aircraft Corp., Postoffice Box 2287, Birming- 
ham, Ala. 

Johnson, Herbert, vice president, general services, Jones & Laughlin Steel Corp., 
Pittsburgh, Pa. 

Johnson, Vernon A., assistant to the president, Lockheed Aircraft Corp., 1000 
Vermont Avenue NW., Washington, D.C. 

Lambeth, R. A., vice president-treasurer, North American Aviation, Inc., Los 
Angles International Airport, Los Angeles, Calif. 

Langreth, George L.,’ vice president-finance, Blaw Knox Co., 300 Sixth Avenue, 
Pittsburgh, Pa. 

Learnard, R. A.,’ sales manager, Aluminum Company of America, 1200 Ring 
Building, Washington, D. C. 

Lilygren, George N.,* vice president corporate development division, Carrier 
Corp., 300 South Geddes Street, Syracuse, N. Y. 

Lynde, L. E.,* vice president, defense products, Westinghouse Electric Corp., 
8 Gateway Center, Pittsburgh, Pa. 

Marsh, Henry N.,’ Hercules Powder Co., Wilmington, Del. 

Marshall, Allen D., vice president and secretary, General Dynamics Corp., 445 
Park Avenue, New York, N. Y. 

Marshall, Fred T.,’ director, Federal Government relations, the B. F. Goodrich 
Co., 1112 19th Street NW., Washington, D. C. 

McCarthy, Charles J.,* chairman of the board, Chance Vought Aircraft, Inc., Post- 
office Box 5907, Dallas, Tex. 

McElwain, Charles F., general manager, military products division, International 
Business Machines Corp., 590 Madison Avenue, New York, N. Y. 

McKenna, Hugh F., assistant to the vice president, Mutual Benefit Health & 
Accident Association, 33d and Farnam Streets, Omaha, Nebr. 

McNamara, Joseph P.,‘ assistant to the president, Bridgeport Brass Co., 30 Grand 
Street, Bridgeport, Conn. 

Milk, Arthur L., vice president, Government relations department, Sylvania Elec- 
tric Products, Inc., 734 15th Street NW., Washington, D. C. 

Mirabito, Paul S.,’ general manager, Defense Contracts Division, Burroughs 
Corp., Detroit 32, Mich. 

Neffner, Howard W.,’ director, contract administration, Boeing Airplane Co., 
Post Office Box 3107, Seattle 14, Wash. 

Nelson, Maj. Gen, Otto L., Jr., vice president, New York Life Insurance Co.., 
51 Madison Avenue, New York, N. Y. 

Pippel, Donald C.,. manager, mobilization planning and defense sales depart- 
ment, Ford Motor Co., The American Road, Dearborn, Mich. 

Powers, Dr. Philip N., president, Internuclear Co., 7 Brentwood Boulevard, 
Clayton, Mo. 

Reeves, Lawler B.,’ special assistant to the president, United States Rubber Co.., 
1700 K Street NW., Washington, D. C. 

Robbins, H. Haywood,’ general counsel, J. A. Jones Construction Co., Post Office 
Box 966, Charlotte, N. C. 

Rockwell, Col. Willard F., Sr.,’ chairman of the board, Rockwell Manufacturing 
Co., 400 North Lexington Avenue, Pittsburgh, Pa. 

Secrest, James D., executive vice president, Electronic Industries Association, 
1721 DeSales Street NW., Washington, D. C. 

Shoemaker, Perry M.,’ president, Delaware, Lackawanna & Western Railroad 
Co., 140 Cedar Street, New York, N. Y. 


1New member. 
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Smith, George P.@#.,’ vice president, Borg-Warner Corp., 918 16th Street Nw. 
Washington, D. C. , 


Smith, W. Paul, president, Control Instrument Co., Inc., 67 35th Street, Brook- 
lyn, N. Y. 


West, George W., Jr., president, First Federal Savings & Loan Association, 
Atlanta, Ga. 


Whyte, William G.,’ assistant vice president, United States Steel Corp., 1625 
K Street NW., Washington, D. C. 


Wright, Harold W.,’ general manager, Los Angeles Chamber of Commerce, 
1151 South Broadway, Los Angeles, Calif. 


Secretary: Rice, Theon J., manager, national defense department, Chamber 

of Commerce of the United States, Washington, D. C. 

Mr. Netson. The chamber has studied these estimates and the forces 
they would provide in the light of the Soviet challenge to our mili- 
tary and technological superiority. The Nation’s policy must be to 
maintain an effective military strength relative to the Soviet Union 
in order to deter aggression. At the same time, milit: ary expenditures 
must be maintained on a basis that the economy can support over an 
indefinite period because the Soviet threat is both immediate and long 
term. It also is necessary to avoid peaks and valleys in defense ap- 
propriations because v iolent fluctuations in the funds available make 
their efficient and economical use very difficult. 

We recommend that the current, and I hope temporary, problems of 
unemployment and recession not be permitted to influence your judg- 
ment on national security needs. Recent opinion polls showed that 
the American people are willing to bear the tremendous tax burden 
now on their shoulders as long as it is clearly evident that such a bur- 
den is necessary to finance essential defense needs. But cynicism and 
suspicion will displace confidence and trust if the taxpayers ever get 
the impression—rightly or wrongly—that defense funds are being 
requested, appropriated or used for any purpose other than strict mili- 
tary needs. 

There are three principal points concerning the fiscal 1959 defense 
budget that I would like to stress, first in summary and then in greater 
detail. These points are: 

Congress should approve the President’s original request for 
$39.1 billion in new spending authority for fiscal 1959. We regard 
this amount, plus approximately $10 billion in unobligated carryover 
funds (that are available) as reasonable and necessary to deter Soviet 
agression and accelerate the most essential defense programs. Any 
additional spending authority that Congress determines may be neces- 

sary for the most urgent programs, prior to the convening of the 86th 
Congress next January, should be provided for during the current 
session : 
(a) By taking full advantage of savings opportunities in waste- 
ful and less essential activities; and 
(b) By giving the Secretary of Defense limited authority to 
transfer not in excess of 5 percent unobligated funds, between 
services, for similar type activities. 

2. Congress should take immediate action to revise the present de- 
fense appropriations structure to appropriate all funds on a defense- 
wide activity basis, instead of on a separate service basis. This would 
strengthen congressional control over spending as well as give the 
Secretary of Defense badly needed management flexibility. 


1 New member. 
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3. Congress should expedite the enactment of legislation reorganiz- 
ing the Department of Defense, along the lines recommended by 
President Eisenhower. Approval of this legislation is essential if 
there is to be real economy and efficiency in the operation and manage- 
ment of our Defense Establishment. 


CONGRESS SHOULD APPROVE $39.1 BILLION REQUEST 


There are four major reasons why the chamber supports, in full, 
the President’s $39.1 billion request but believes Congress should 
defer action—until next January—on the pending $1.5 billion 1959 
supplemental. 

First of all, the national defense committee regards the $39.1 billion 
request as a reasonable amount and believes it is necessary to effectively 
deter Soviet aggression. Furthermore, it should be adequate to accel- 
erate our most essential defense programs. And it should be recalled 
that most of $1.3 billion 1958 supplemental that Congress already has 
approved was actually money originally earmarked for inclusion in 
the 1959 estimates. 

Second, a careful analysis of each of the 42 accounts in the defense 
budget indicates a determined effort to hold most programs to the 
1958 level or less. It also is apparent that the procurement and re- 
search and development program have been reoriented to the urgent 
need for space-age weapons. The essential appropriation increases 
have been offset, at least in part, by manpower reductions and curtail- 
ing the procurement of less essential weapons. 

Third, the combination of $39.1 billion in new spending authority 
and approximately $10 billion in unobligated carryover funds—plus 
the savings that are possible through better organization and manage- 
ment—lead us to believe that waiting until January to act on the pro- 
posed supplemental would not jeopardize our security program. 

The President’s original budget message made it clear that— 

(a) The $39.1 billion request reflected thorough consideration 
of the military implications of the Soviet sputniks. 

(4) The proposed $500 million contingency fund, if approved, 
would provide badly needed flexibility. 

(c) Supplemental funds ($1.3 billion) would be requested for 
fiscal 1958 to accelerate the adaptation of our defense forces to 
changing needs. 

On the other hand, the budget message contained no reference to 
the need for or probability of a 1959 supplemental. And, since then, 
our own missile and satellite suecesses are proof of technological ad- 
vancement and real progress. 

It also is pertinent to recall Gen. Nathan Twining’s statement, to 
the Senate Preparedness Committee, that we can wait “as late as 
January 1959 without losing lead time” to decide whether B-52 pro- 
duction should be programed beyond the spring of 1960. Nearly one 
fourth of the pending supplemental is for this purpose. 

Finally, we recognize the possibility that additional obligational 
authority may become necessary, between now and next January, for 
a project or program not now foreseeable. To cope with any such 
situation, the Secretary of Defense should be given limited authority— 
not in excess of 5 percent—to transfer unobligated balances, between 


y 











962 


services, for similar basic activities. For example, this might mean 
the transfer of funds for Army missile research to Air Force missile 
research, or vice versa. 

Another means of financing unforeseeable projects or programs 
would be to divert to such activities any funds that might be realized 
by taking full advantage of savings opportunities identified by the 
National Defense Committee duri ing its budget studies. 

The Committee identified savings s possibilities totaling $190,345,000. 
These are described in appendix A. As previously “indicated, we 
support the President’s $39.1 billion request in full. However, our 
Committee felt we should make available to this subcommittee its 
analysis of the programs totaling $190,345,000. We strongly urge, 
therefore, that this subcommittee examine most carefully the findings 
of the National Defense Committee, as described in appendix A. 

While on the subject of savings, I would like to emphasize, as the 
chamber did last year, the urgent need for curtailing military commer- 
cial and industr ial type activities that are in direct competition with 
privately owned taxpaying firms providing similar products and serv- 
ices. Despite 2 years of intensive effort to close or curtail such activi- 
ties, the Department of Defense has succeeded in eliminating less than 
one-third of approximately 1,700 such activities that have been under 
review and evaluation. 

Perhaps the most glaring example of unnecessary government com- 
petition in the military field is the continuing worldwide operations 
of the Military Air Transport Service. In spite of vour directive, in 
the 1958 Defense Appropriation Act, that the Defense Dep artment 
double its use of commercial airlines for international tr: affie, spokes- 
men for the industry say little change if any has been noted in the 
amount of military traffic carried by them since issuance of Pentagon 
orders designed to carry out the m: andate of Congress. In fact, there 
is a noticeable decrease. Under the circumstances, we urge that the 
Defense Department be required, during fiscal 1959, to transfer 50 
percent of its international passenger traffic and 30 percent of its inter- 
national cargo traffic to commercial carr iers. Appendix A includes a 
more detailed statement of the chamber’s views on MATS operations. 


REVISION OF APPROPRIATION STRUCTURE 


In his special message to Congress on defense reorganization, Presi- 
dent Eisenhower recognized very clearly the deficiencies in the existing 
appropriation structure for the Department of Defense and the mili- 
tary services. He stated: 

* * * This (the present) method of providing defense funds has worked 
against the unity of the Department of Defense as an executive department of the 
Government. I strongly urge that in the future the Congress make appropria- 
tions for this Department in such fashion as to provide the Secretary of Defense 
adequate authority and flexibility to discharge his heavy responsibilities * * * 

Although the President was addressing himself solely to the prob- 
lem of Executive responsibilitv for defense man: igement, his remarks 

might well have been extended to discuss in a similar vein the problem 
of adequate congressional control over defense funds under the pres- 
ent appropriation structure. For despite the fact that there has been 
steady improvement in the defense appropriations structure under the 
direction of this subcommittee and the Defense Comptroller, it is fash- 
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joned currently so that it mitigates against both the best possible 
control of defense spending programs by Congress and the effective 
management of Defense Department activities—according to congres- 
sional intent—by the Secretary of Defense. 

The present method of appropriating the great bulk of defense 
funds to the military services is not realistically related to our defense 
objectives and, only to a limited extent, can it be considered related 
to the major activities required to meet such objectives. 

It overstresses the separateness of land, sea, and air concepts in a 
defense pattern which requires complete coordination of all three 
to meet strategic and tactical military goals. 

It vests primarily in the three military officers heading the separate 
services major control—plus considerable economic and _ political 
power—over funds approximating one-half of the total national 
budget. 

It minimizes etfective civilian control. The interposition of civilian 
service secretaries cannot be regarded as enhancing civilian control 
because they, by the very nature of the organization of the Defense 
Department and the manner in which funds are given, must become 
champions for their particular service. 

Furthermore, the current appropriation system is partly to blame 
for the unhealthy interservice rivalries, with their resulting duplica- 
tion, triplication, waste, and, as a consequence, unnecessary Federal 
spending. Each service has been appropriated its own funds to ac- 
complish objectives which it feels are most important, and these ob- 
jectives have generally included each being completely equipped to 
fight a war itself. 

Thus we have races in each of the services to research and develop 
weapons designed to accomplish the same military objectives; com- 
petition for scarce manpower to do such work, and similar unneces- 
sary triplication in the procurement and supply fields and in general 
overhead activities. The appropriation of funds to the separate serv- 
ices not only has continued to make possible such undesirable practices, 
but has fostered them. 

The Secretary of Defense, who must answer to the President and 
to Congress for any mismanagement of our defense efforts, is greatly 
handicapped in acquitting his responsibility. At best, he has a veto 
power over funds and this is weak under even the most fortuitous 
political circumstances, because spokesmen for the services are able 
to make even the wisest management move by the Secretary, in appli- 
cation to, or withholding of, funds from a particular service, a precar- 
ious one. 

It is well recognized that the power to manage effectively any 
operation requires a contro] of the funds. It is strange we do not fol- 
low this in the largest. management job in the world. To give a man 
such as the Secretary of Defense responsibility for the success or 
failure of running this important department and then to provide 
funds to his subordinates so they can make a mockery of his efforts is 
completely incongruous. 

What I have been criticizing in our present system of appropriating 
funds in no way implies that Congress should relax its control over 
appropriations for and spending by the Department of Defense. In 
fact, congressional control should and can be strengthened at the same 
time the Secretary of Defense’s hand is strengthened to carry out the 
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will of Congress and the President. The granting of sufficient manage 
ment flexibility to the Secretary of Defense to do his management job 
need not be at all inconsistent with more effective congressional con- 
trol. 

As this subcommittee knows, improvement of congressional control 
of spending and better governmental management, particularly in the 
Department of Defense, has been a subject of considerable interest to 
the chamber of commerce of the United States. Last year, we testi- 
fied that an improperly devised appropriation structure in the field 
of research and development was jeopardizing the Nation’s defense 
efforts. We recommended that these funds be appropriated on a fune- 
tional basis to the Depar tment of Defense. The effect would be to set 
forth congressional intent in this field in much more specific terms, 
eliminate costly duplication, and, at the same time, permit sufficient 
flexibility for the Secretar y of Defense to manage this program in the 
Nation’s best interest. 

We are delighted to see that the President made a similar recom- 
mendation in his special reorganization message, and that there is 
general support for this move. It is also significant to note that the 
Congress, in some of its actions, has tended to move in this general 
direction. 

Our study of the appropriation structure, as a means of insuring 
more effective control for both Congress and the § Secretary of De- 
fense, has resulted in the development of a revised appropriation strue- 
ture, which is described in detail in appendix B. 

Briefly, the recommendations we are making propose that funds 
be appropriated to the Defense Department on an “activity” basis. 
We also suggest that the Defense Department be required to report 
to Congress on an end-purpose basis as well. For example, although 
we would appropriate funds for an activity such as the production 
and procurement of categories of military weapons, we would also 
ask the Department of Defense, in its reporting to Congress, to 
indicate the amount of funds used for such end-purposes as continental 
defense, the overall strategic striking force consisting of units from 
all services, et cetera. 

Before summarizing the detailed changes we are recommending, let 
me explain our reasoning in selecting this particular method, rather 
than appropriating on an end-purpose basis. 

The manner in which funds are appropriated, in addition to man- 
agement considerations, should be such that it is meaningful in 
measuring defense accomplishments, or efforts to achieve an adequate 
defense posture. It might seem on the surface that the best way to ac- 
complish this would be to appropriate according to the end purposes 
for which defense effort and funds are expended. However, to do 
so would produce another type of inflexibility which I am sure both 
Congress and the Secretary of Defense want to avoid. 

It would freeze funds for these types or areas of defense and thus 
ignore the fact that constantly changing international conditions may 

vary the dollar demands of these end purposes. To compensate for 
such exigencies, it would be necessary to grant the Secretary of De- 
fense or the President. liberal transfer authority. The granting of 
such power is undesirable at best and is a power which should be used 
sparingly lest congressional control be impaired. 
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The end-purpose method of appropriating also has other objections. 
In particular, it places more emphasis upon Congress as a group of 
military strategists, a role which I am sure it ‘does not w ish to assume. 

Thus, since it is not especially meaningful to appropri iate on the 
basis of the end purposes of defense because we never quite know what 
these will be (due to the nature of the defense problem itself), another 
primary classification basis must be used. The logic: al alternative is 
what we have chosen to call an activity basis, recognizing that this 
and other terms have varying semantical meanings to people engaged 
in Federal budgeting. 

The Defense ‘Depar tment’s job is probably most significantly under- 
stood and controlled in terms of the major activities conducted in the 
interest of achieving certain strategic and tactical defense objectives. 
These break down as follows: 

(1) Providing the required amount of military manpower— 
land, sea, and air forces. 

(2) The construction or provision of adequate facilities with 
which the military forces can carry out their responsibilities such 
as military posts and air and sea bases. 

(3) Conducting a strong research and development program 
in various categories of weapons and the military sciences— 
strong both in quality and quantity. 

(4) The production or procurement of various categories of 
weapons required by the military forces to meet strategic and 
tactical objectives. 

(5) Conducting strategic and tactical operations, and the main- 
tenance of facilities, services, and equipment required to meet 
demands, and 

(6) Prividing general administrative direction, supervision, 
and services for the overall defense program. 

That each service and the Congress have found these to be gen- 
erally meaningful is evident in the general disposition over the years 
to move toward such a classification for appropriation purposes. The 
gradual development of appropriations along this general line has 
also made it easier for the public to understand the plans for and the 
use of defense funds. 

It is with these thoughts in mind that we have attempted to pro- 
pose an outline for a revised appropriation structure for the Depart- 
ment of Defense. We make no apologies for its lack of detail or for 
any slight inaccuracies which might appear in trying to relate the 
current appropriation items to it because the budget presentations 
under many items are often not sufficiently clear to indicate the exact 
nature of activity being conducted. 

The chamber recommends that you replace the present major cate- 
gories of defense appropriations, namely, the Office of the Secretary 
of Defense, re ice activities, Department of the Army, Depart- 


ment of the Navy, Department of the Air Force, with the following 
appropriation categories: 


I. Military personne] 
II. Construction of military facilities 
III. Research and development 
IV. Procurement and production of military weapons and equip- 
ment 
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V. Maintenance and operations 

VI. Departmental administration 
The first category would provide funds for military personnel for 
all three services and for Reserve and National Guard purposes. 

The second category provides for construction of the facilities re- 
quired to carry out the functions of the Department of Defense. Ap- 
propriation items under this category would be broken down primarily 
by the types of facilities needed to carry on the defense job, that is, tae- 
tical facilities, training facilities, et cetera. 

The third category provides for the establishment of dollar levels 
for research and development in the major categories of military equip- 
ment required by all the services to meet strategic objectives. This 
is based upon the activity classifications used by the Department of 
Defense. 

The fourth category provides funds for the production or procure- 
ment of military weapons and equipment deemed feasible and neces- 
sary as a result of our research and development efforts, and certain 
related activities such as industrial mobilization. Certainly, if re- 
search and development efforts are to be organized along these lines 
and funds appropriated accordingly, it would be logical to organize 
procurement programs and funds the same way. 

The fifth category proposes that funds be appropriated for the con- 
duct of operations and the maintenance of personnel, facilities and 
equipment required to accomplish the job. Accordingly, we have re- 
lated the appropriations under this category to the major activities 
involved in operations and maintenance. 

The final category would provide for general departmental admin- 
istrative costs and activities common to personnel of all three mili- 
tary services. 

This outline provides a sound starting point for ascertaining the 
proper Defense Department appropriation structure. It also would 
increase congressional control and permit better management for the 
Secretary of Defense. Furthermore, it would require little transfer 
authority. 

T would like to call your attention to the little sheet available which 
describes the appropriation plan. 

What we are trying to say is that these six categories we have out- 
lined really provide the sinews of defense, and this is the way to con- 
trol appropriations in a way which we believe is most meaningful. 

It would permit you also to require the Secretary of Defense, in his 
reporting, to break down each of these six categories as among Army, 
Navy, and Air Force, a breakdown in which Congress presently is in- 
terested. But it would also, and in my opinion even more importantly, 
permit the Secretary of Defense to report, and it would permit the 
Members of Congress to analyze, how these sinews of defense are 
broken down on an end purpose or functional basis so that this sub- 
committee would know how much of the $40 billion appropriated for 
national defense is for the strategic striking force consisting of ele- 
ments of Army, Navy, Air Force, and Marines; how much for the Con- 
tinental Defense Force consisting of Army, Navy, Air Force, and 
Marines; how much for our North Atlantic Treaty Alliance and the 
support of our allies; and how much, if you wish, for the ability to 
be ready for brushfire wars. And it is the breakdown and the analysis 
of our total defense spending in these major categories which Congress 
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and the people will have a better understanding. As weapon tech- 
nology increases and changes occur, it is this fin: al breakdown that in 
my opinion will be far more meaningful than the present outmoded 
breakdown of Army, Navy and Air Force which at one time was 
highly useful but, by virtue of weapon changes, no longer provides 
the analysis, the control, or the understanding that Congress and the 
people : are entitled. 

I will not go into this sheet except to suggest that perhaps you 
might W ish to | 0k it over. 

The top sheet gives the basic outline. 

The second sheet shows the present appropriation structure, and 
the third sheet indicates how this would be broken down. 

I must say I am greatly indebted to the staff of the United States 
Chamber of Commerce, and in particular Mr. Walter Held, who not 
only has been working on this for a substantial time but as a former 
comptroller of a De fense De partment activity brings to bear on this 
subject a very high degree of professional competence. 

(The sheets referred to follow :) 


AN APPROPRIATION PLAN FOR BOTH BETTER CONGRESSIONAL CONTROL OF DE- 
FENSE SPENDING AND IMPROVED MANAGEMENT FLEXIBILITY FOR THE SECRE- 
TARY OF DEFENSE 


Under the present system 

Congress appropriates funds directly to the military services and each makes 
the primary determination on the use of these funds. 

The Secretary of Defense can only exercise a negative-type control over funds 
appropriated to each of the military services—some of which may not be re- 
quired because of changing conditions—by denying a portion of them. 

Under the proposed system 

Congress would appropriate the funds for total defense activities according 
to the “sinews of total defense’—Manpower, facilities, the research, develop- 
ment aud procurement of weapons, the operation and maintenance of Defense 
Forces, General Administration of the total Defense program. 

The Secretary of Defense can then exercise positive-type control over the use 
of Defense funds by directing—within a funding plan established by Congress— 
funds into channels required to meet the strategic and tactical demands of the 
Nation’s Defense 
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PRESENT APPROPRIATION STRUCTURE—DEPARTMENT OF DEFENSE (EXCLUDING 
PusLic ENTERPRISE FUNDS AND PERMANENT AUTHORIZATION ) 





Congress appropriates for— 

Department of the Air Force: 
Preparation for sale and salvage of military property. 
Military construction, Air Force. 
Air National Guard. 
Reserve personnel. 
Military personnel. 
Operation and maintenance. 
Research and development. 
Aircraft and missile support. 
Aircraft and missile procurement. 

Department of the Navy: 
Preparation for sale and salvage of military property. 
Military construction, Naval Reserve forces. 
Military construction, Navy. 
Naval petroleum reserves. 
Servicewide operations. 
Servicewide supply and finance. 
Kesearch and development. 
Civil engineering. 
Medical care. 
Ordnance and facilities. 
Procurement of ordnance and ammunition. 
Ships and facilities. 
Shipbuilding and conversion. 
Aircraft and facilities. 
Aircraft and related procurement. 
Marine Corps, troops and facilities. 
Marine Corps procurement. 
Reserve personnel, Marine Corps. 
Military personnel, Marine Corps 
Navy personnel, general expenses. 
Reserve personnel, Navy. 
Military personnel, Navy. 

Department of the Army: 
Preparation for sale and salvage of military property. 
Military construction, Army Reserve forces. 
Military construction, Army. 
Alaska communications system. 
National Board for the Promotion of Rifle Practice. 
Procurement of equipment and missiles. 
Research and development. 
Army National Guard. 
Reserve personnel. 
Operation and maintenance. 
Military personnel. 

Interservice activities: 
United States scientific satellite. 
Loran stations. 
Court of Military Appeals. 
Retired pay. 
Emergency fund. 
Contingencies. 
Claims. 

Office of the Secretary of Defense: 
Advanced Research Projects Agency, salaries and ex pelines. 
Office of Public Affairs, salaries and expenses. 
Salaries and expenses. 
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PROPOSED APPROPRIATION STRUCTURE—DEPARTMENT OF DEFENSE 


(EXCLUDING PUBLIC ENTERPRISE FUNDS AND PERMANENT AUTHORIZATIONS) 


Congress should appropriate for— 
Departmental administration: 

Court of Military Appeals. 
Retired pay. 
Contingencies. 
Claims. 
Public affairs, salaries, and expenses. 
Office of the Secretariat, salaries and expenses. 

Operations and maintenance: 

Medical care. 

Supply and logistics. 

Training. 

Strategic and tactical operations. 

Production and procurement of military weapons and equipment: 
Operation and management of production and procurement facilities. 
Other materiel and equipment. 

Ammunition and related equipment. 
Artillery and other weapons and related equipment. 
Combat and support vehicles and related equipment. 
Ships and small craft and related equipment. 
Guided lissiles and related equipment. 
Aircraft and related equipment. 
Industrial mobilization. 
Research and development: 
Operation and management of facilities. 
Emergency fund. 
Military sciences. 
Military space research. 
Other materiel and equipment. 
Ammunition and related equipment. 
Artiliery and other weapons and related equipment. 
Combat and support vehicles and related equipment. 
Ships and small craft and related equipment. 
Guided missiles and related equipment. 
Aircraft and related equipment. 
Construction of military facilities: 
Reserve and National Guard facilities. 
Other support facilities. 
Training facilities. 
Operational facilities. 
Military personne! : 
National Guard forces. 
Reserve forces. 
Military personnel, Marine Corps. 
Military personnel, Navy. 
Military personnel, Army. 
Military personnel, Air Force. 

Mr. Manon. I think it would be well for you to present these views 
to the Armed Services Committees of the House and Senate, which, 
of course, has been wrestling with this matter of reorganization now 
for several weeks. It is good to have your presentation here, and we 
will be glad to explore it through the staff and otherwise. 

Mr. Netson. I believe we will also testify before the Armed Services 
Committee on this subject. 

Mr. Mauon. | am giad to hear that. 

Mr. Netson. I would like to turn, finally, now to the problem of 
expediting defense reorganization legislation. 
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EXPEDITE DEFENSE REORGANIZATION LEGISLATION 


Turning now to those aspects of the proposed defense reorganization 
plan not covered in the foregoing remarks, I first want to commend 
the members of this subcommittee—and particularly your chairman— 
for your leadership in seeking a truly comprehensive reorganization 
plan as a means of insuring adequate national security at a bearable 
cost. 

The chamber vigorously supports the President’s reorganization 
plan, and urges every member of this distinguished subcommittee, as 
well as the full Appropriations Committee, to throw his full weight 
behind it. ’ 

The American people must be made to realize that, until and unless 
the basic organizational deficiencies in our Military Establishment 
are corrected, the efforts of this subcommittee to keep soaring defense 
costs within reasonable bounds are doomed to failure. This is due 
in no sense to lack of effort or determination, but is because the basic 
causes of costly interservice rivalry, duplication, and triplication, and 
excessive inventories are built into and fostered by the present or- 
ganization. 

The President’s reorganization proposals logically divide into two 
main categories—those relating to military planning and operations 
and those relating to noncombat support planning and operations. 

Simply stated, his proposals in the former category would (1) es- 
tablish truly unified commands of operational forces under civilian 
authority—a system found necessary in World War II; (2) clarify 
and streamline command channels, from the President and Secretary 
of Defense tu field commanders—a necessary step to meet the exigen- 
cies of an emergency under modern conditions; and (3) strengthen 
the organization of the Joint Chiefs of Staff and their Joint Staff 
to provide the President and Secretary of Defense with truly inte- 
erated strategic plans. 

These proposals are realistic; they go to the heart of the problem, 
and should provide the degree of unification that is essential to our 
national safety. They would provide in peacetime the type of unified 
military planning and operations that experience has shown will 
be needed for the space age. Once our forces are realined on a truly 
unified basis, there should be substantial savings in military man- 
power and training costs, and in the elimination of unnecessary 
facilities. 

With minor reservations, we support the President’s proposals in 
the area of noncombat support planning and operations. These ac- 
tivities consume approximately two-thirds of the defense budget, 
and, therefore, should be a major concern of this subcommittee. 

The President proposes to make a major step in the direction of 
eliminating costly interservice rivalry by placing all research and 
development, as well as the funds therefor, under a civilian Director 
of Research and Engineering. The reasons cited by the President for 
reorganizing the management of research and development activities 
should apply also to procurement. But the President’s reorganiza- 
tion plan does not propose any specific changes in the management of 
procurement activities. Control over the program by the Secretary 
of Defense would be enhanced by repealing the requirement that the 
military services be separately administered and giving him full au- 
thority to consolidate, abolish, transfer, or reassign service activities. 
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However, unless this authority is fully exercised, it is doubtful that 
the wasteful triplication in procurement activities ok be curtailed 
under the proposed arrangement. Congress should make certain the 
Secretary of Defense has adequate authority to carry out the legis- 
lative mandate set forth in the OM: thoney amendment to the 1953 
Defense Appropriations Act, directing the Secretary to establish an— 
integrated supply system designed to meet the needs of military departments 
without duplicating or overlapping of either operations or functions. 

Under the present arrangement, there are about 20 milit: uy pro- 
curement organizations at the headqu: irters level alone. In adk lition, 
there are at least 125 n 12}O1 Bi yrocurement field offices many of them 
in the same city but occupying different offices and each having its 
own fiscal, legal, stuelamertlals ‘and administrative staffs. 

In addition to procurement, there are other support functions that 
involve a multipl icity of organizations creating waste in manpower 
and overhead. They include financial management, legal, supply, 
intelligence, medical, public-relations, hospit: al, tr: ansportation, per- 
sonnel and training organizations. T he Secretar y needs full authority 
to integrate services that are common to all three military dle ‘part 
ments. These services are now administered through a proliferation 
of organizations and activities within the three military services and 
numerous Army technical services and Navy bureaus. For example, 
the organization for financial management at the headquarters level 
alone includes 1 such organization in the Office of the Secretary of 
Defense, at least 11 in the Army, 10 in the Navy, but only 1 in the 
Air Force. If financial management can be centralized in one head 
quarters organization for the Air Force, it can be done for the other 
military departments. 

We recognize the complex management problem that faces the Sec- 
retary of Defense in his efforts to inte grate the business-type support 
activities under the present organizational structure. In an area in 
which there are tremendous opportunities for the application of sound 
business methods, he Jacks the authority necessary to deal adequately 
with the problem. 

The pattern of organization, as well as the legislative intent, estab- 
lishes the Secretary of Defense principally as a “statutory coordina- 
tor,” rather than an executive manager. His executive responsibility 
is mainly that of coordinating three separate pieces of administrative 
machiner y which are eng: aged in deve ‘loping their own plans, organi- 
zations, and administering their own activities. In effect, the Secre- 
tary is performing only a small part of the entire management job 
despite the fact he is held responsible in the eyes of the public for the 
entire job. 

It should be recognized that organization is a continuing problem 
and must be sufficiently flexible to adjust to change. This is not pos 
sible under the present rigid organization that militates against self 
improvement. Just as industry must be prepared to meet the chal 
lenge of a new competitor or a better product, the Secretary of Defense 
should } have authority and flexibility to make whatever ‘adjustments 
are needed to meet any new threat to our national security. Other 
Wise, necessary adjustments would not come through evolution but 
through a process of repeated legislative reorganizations. We urge 
Congress to provide the necessary authority for the Secret: iy of De- 
fense to ¢ ope with this continuous management problem. 








In an era where our weapons technology is changing as rapidly as 
it is, to restrict by statute the organizational arrangements is really 
to invite disaster, because it means that the forces of maintaining the 
status quo can persist until there is almost a catastrophy. 

No business in the world could survive in a competitive situation if 
within the business structure, and within its executive management, 
there is not the authority and the ability to constantly make changes 
not tremendous changes but gradual evolutionary changes which are 
required by virtue of new products, by new competitive conditions, 
and even by changes in the economic situation. 

Therefore I think all of business would hope that somehow, with- 
out surrendering’ the necessary congressional controls, the Defense 
Department can have the kind of flexibility that is inherent in almost 
all business operations. Therefore, instead of making tremendous 
changes that cause disruption and suspicion, changes can be made 
gradually and continuously over a period of time and as conditions 
arise and weapons improvements dictate. 


SUMMARY 


In conclusion, the chamber recommends : 

1. Approval of the President’s January request of $39.1 billion for 
fiscal 1959. 

2. No action until next January on the pending $1.5 billion fiscal 
1959 supplemental. 

3. Giving the Secretary of Defense limited authority—not to ex- 
ceed 5 percent—to transfer unobligated carryover funds between serv- 
ices, for similar type activities, in order to meet any unforeseeable 
needs between adjournment of the 85th Congress and next January. 

4. Intensive study of potential savings, totaling $190,345,000, in 
seven major programs. 

5. A new congressional directive, ordering the Defense Department 
to divert 50 percent of its international passenger traffic and 30 per- 
cent of its international cargo traffic from MATS to commercial 
carriers during fiscal 1959. 

6. Adoption of a new appropriation structure, under which all 
funds would be appropriated on a defensewide activitye basis, instead 
of on a separate service basis. 

7. Approval of the President’s defense reorganization plan, plus 
increased authority for the integration of businesstype support activi- 
ties such as procurement, supply, financial management, legal, intelli- 
gence, medical, and transportation. 


APPENDIX A 
SAVINGS POSSIBILITIES IN FiscaL 1959 DEPARTMENT OF DEFENSE BUDGET 


This appendix describes potential savings, amounting to $190,345,000, in 7 
Department of Defense programs for fiscal 1959. 

The national chamber supports in full the $39.1 billion requested by the Presi- 
dent in the regular 1959 appropriation. However, our national-defense com- 
mittee felt we should make available to this subcommittee its analysis of the 
programs totaling $190.345,000 in the hope that any such savings might be 
diverted to more essential programs. 

This appendix also states the views of the chamber regarding the urgent 


necessity of curtailing Military Air Transport Service competition with private 
carriers. 
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1. Office of Public Affairs, salaries and expenses, Department of De- 


fense : 
iieel 1eeNE ak. a Le a ee a eae $500, 000 
Ghasder  TOCOMMIORGNI a ono cenit ccd 450, 000 
TOG HATED GR a cicicncitiithemntcindntinbdlndiiee ipl 50, 000 


The budget request for fiscal 1958 was $475,000, which Congress cut to $450,000. 
Actual expenditures for fiscal 1957 were $434,845, and estimated expenditures 
for fiscal 1958 are $447,000. We believe this program could be stabilized at the 
fiscal 1958 level of $450,000 without impairing the efficiency of the program. 
Apparently the request for an increase for fiscal 1959 is due largely to an increase 
in the average number of employees, from 52 for fiscal 1958 to 58 for fiseal 1959, 
which amounts to an increase from $326,930 to $360,605. The other increases 
in the activities for this program undoubtedly are related to the request for 
increasing personnel strength. Substantial economies should be possible by 
petter integrating the public information activities of the military services with 
those of the Office of the Secretary of Defense. 


2. Military personnel, Army: 
SOTINUDE, DUN CRNIIGS sciitcec icoaciisice end id sie tated cal ig cinclcactabal ch aac ig tts be $3, 105, 200, 000 
Chamber recommendation eee, ye 


fotinkteee 57, 989, 000 


For fiscal 1958, the Army requested $222,908,000 for movements, permanent 
change of station. This request was cut to $200 million. Notwithstanding this 
cut, the Army estimates expenditures of $242,059,000 for fiscal 1958 and re- 
quests $257,989,000 for fiscal 1959. Thus, the Army is seeking $57,989,000 over 
the amount approved for fiscal 1958 notwithstanding reduction in forces of 
30,000 men and charges by this subcommittee that “too much money was being 
spent for travel” and that “too frequent movements of personnel be eliminated.” 
This subcommittee also took into account inrceased transportation rates affect- 
ing this item. We believe this program could be maintained at the level 
approved for fiscal 1958 by curtailing excessive rotation of personnel and elimi- 
nating wasteful duplication of military and civilian personnel performing the 
same or similar activities. 


POSHAG GHVINME ss coin Se 


3. Operations and maintenance, Army: 


Budget request BE es _ $3, 040, 000, 000 


Obanber .recomminen@ation.... 26 Go 2, 992, 000, 000 
Pomhbin: WRENN s5) Se a eee ue ee 48, 000, 000 


The budget request is $3,040 million as against estimated expenditures of 
$2.992 million. Thus, the Army estimates it will spend $48 million less than 
it is requesting in new funds. This program offers wide opportunities for 
savings and it would appear that the Army has made progress in its efforts to 
stabilize operation and maintenance costs. However, we still believe additional 
savings are possible by better Management and integration of activities. In 
particular, we urge that the Army be authorized to close down the Army-Navy 
hospital at Hot Springs National Park, Ark. Also, in view of the fact that 
the average daily occupied beds in the Army hospitals will be reduced from 
an estimated 16,030 for fiscal 1958 to an estimated 13,369 for fiscal 1959, and 
the number of hospitals reduced from 56 in fiscal 1958 to 51 in fiscal 1959, there 
should be even further reductions. 


4. Medical care, Navy: 


Peat eos Sun eos he Ro Oe ed $88, 532, 900 
Chamber recommendation. 2s. ot es 84, 000, 000 
Posie: Wave 2 6 sn oa ek ee 4, 532, 000 


This program has risen steadily despite personnel reductions. We recognize 
that increases were necessary for fiscal 1958, because of added costs resulting 
from the administration of the Dependents’ Medical Care Act and contributions 
to the civil-service retirement fund. However, in spite of personnel reductions, 
and estimated reductions in the number of daily average occupied beds and hos- 
pitals, expenditures are estimated to increase from an estimated $38,500,000 to 
an estimated $87 million for fiscal 1959 over 1958. We think, therefore, that 
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Congress should question the increases in such activities as medical services, 
supplies and equipment, and medical care in nonnaval facilities, with the view to 
reducing this program to the approximate level of 1958 expenditures of $84 
million. 
5. Servicewide supply and finance, Navy: 
3udget request_-_ ae 
Chamber recommendation 


oO 


aead _ $312, 637, 000 
_. 800, 000, 000 


12, 637, 000 

We believe that this program could be stabilized at the level of $300 million 
approved for fiscal 1958. The major increase in this program is in the commodity 
control activity which is estimated to increase from $74,743,000 to $92,227,000. 
However, it would appear that there has been a reduction in the workload rather 
than an increase. 


cami nhc. renee h a i ss cs akc b, hitched Ladd d nth ddesen cated abtitihe Shend 


6. Servicewide operations, Nevy: 
Budget request see ee es 
Chamber recommendation______ 


iin oe nod SR 
ns ap ciatacioneicsoatiees eee CR 


Possible savings E 


Bik eclckteeae an deni aa ebane ee see 6, 257, 000 
We believe this program could be stabilized at the fiscal 1958 level of $107 
million. The program shows a steady rise in the cost of certain activities which 
should be questioned. These include an estimated increase of $7 million for 
service-wide communications, and approximately $1,300,000 for inter-American 
affairs and support of international projects. In addition, field activities and 

requests for contingencies also show an increase for fiscal 1959. 
7. Operation and maintenance, Air Force: 
PRUNOt FOGURS gs cited wee 


ine a kek a $4. 100, 000, 000 
Chamber recommendation__ 


wbeeinks . ile . 4,039, 120, 000 


Possible savings bia enc pee RTT ae aed 60, S80, 000 


For fiscal 1958, the Air Force requested $4,225 million and Congress approved 
$4,039,120,000. Expenditures for fiscal 1958 are estimated at $3,980 million, 
which is substantially lower than the amount approved. This fact alone indi- 
eates that the reductions made by Congress last year were proper and provided 
the needed incentive to economize in this program where there are many oppor- 
tunities for savings. We believe continued improvement in management, curtail- 
ing less essential activities, cutting down on excessive travel, a further reduction 
in the operation of MATS, and integration of medical activities should provide 
ample savings to stabilize this program at the fiscal 1958 appropriations level. 
The budget indicates increases for all of these activities which would indicate 
no progress in the adoption of economy measures that would at least hold the 
line. 


MILITARY AIR TRANSPORT SERVICE 


The chamber believes the national interest can best be served through having 
our commercial carriers assume a much more active role in the day to day air- 
lift responsibilities of our Armed Forces. Pursuance of such a policy would not 
only strengthen the commercial airlines but would produce a more effective 
mobilization-day airlift potential for the military forces, and at the same time 
provide substantial economies in our defense budget. 

It is an economic incongruity that we operate, at the taxpayers’ expense, 4 
worldwide military air transportation system along side of, and in direct com- 
petition with, our commercial carriers. We seriously question whether such a 
situation makes any real contribution to national defense. 

A constantly improved implementation of the Civil Reserve Air Fleet plan 
destroys the main argument presented by the Department of Defense for the 
continuing buildup of MATS. Latest tests indicate that the commercial airlines 
can meet their minimum CRAF requirements fully within the specified 48-hour 
period between the alert and the final assignment of crews and planes to the 
military branch. In addition, the acquisition of new jet and jet-pron planes in 
the next 3 years by the commercial airlines will quadruple the available airlift 
capacity for use in time of national emergency. 


Last year, through action taken by conferees from your committee and the 
Senate Appropriations Committee, Congress directed the Department of De 
fense to double its use of commercial airlines for international military traffic. 
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The directive requested that MATS increase its utilization of « ommercial carriers 
and set as a goal 40 percent of its international passenger traffic and 20 percent 
of its international cargo requirements. It also requested the Department to 
report back by the Ist of January 1958, on the progress it had made in this 
matter. . i ‘ . 

At the hearings of this subcommittee early in February ef this year on the 
Department of Defense Appropriations for 1959, the Secretary of the Air Force 
submitted a statement showing the extent of its compliance with this directive. 
The statement appears on pages 191-192 of the printed hearings covering overall 
policy statements. 2 

While the Secretary explained that these computations are not yet complete, 
and the figures submitted are based principally on Air Force procurements of 
commercial airlift, he concludes from these partial computations that the De- 
partment of Defense has met, or exceeded, the 40/20 figures set forth in the con- 
ference committee report. 

However, an examination of the statement shows that it is based on air trans- 
portation by all the military forces whereas the directive specified procurement 
by the Military Air Transport Service only. 

‘By lumping all air traffic together in this fashion, the Department has been 
able to report probable compliance, but it is obvious that little or no progress 
toward greater dependence by MATS on the commercial airlines has been 
achieved. Spokesmen for the industry say that there has been no noticeable 
increase in traffic offered since the directive was issued. In fact, they report 
a decrease. In view of this situation, we urge that the Department of Defense 
be required by your committee to take immediate steps to fulfill this requirement. 
Furthermore, we urge the committee to establish a new objective for the use of 
commercial air carriers in international military traffic by MATS for the fiscal 
year 1959. We suggest that a reasonable goal for next year would be the transfer 
of a total of 50 percent of passenger traffic and 30 percent of cargo to commercial 
carriers. : 

It is interesting to note the attitude of the Military Sea Transport Service 
toward the private merchant marine as contrasted with that of the MATS toward 
our commercial air carriers. In a statistical summary of operations during the 
calendar year 1957, the commander of MSTS, Vice Adm. John M. Will, said, 
“Although MSTS maintains a nucleus fleet for basic capability, MSTS is one of 
the best customers of the United States private commercial shipping and mari- 
time industry.” He backs this up by pointing out that in the transportation of 
13.8 million tons of military cargo in 1957, commercial ships carried 71 percent 
of the ton-miles involved. 

This situation has not always existed with respect to MSTS operations. Sev- 
eral years ago the same attitude prevailed in MSTS toward commercial carriers 
as now apparently prevails in MATS. However, the basic feeling in the private 
maritime industry is that MSTS now has a better understanding of private 
industry problems and a greater desire to cooperate to the fullest extent possible. 
On the part of industry, there also has naturally developed a greater sympathy 
and understanding for the policy directives emanating from MSTS. This coop 
erative spirit has made possible the solution of many problems in which a differ- 
ence of opinion existed between MSTS and the merchant marine, and the figures 
cited by Admiral Will bears this out. 

The creation of this attitude has taken several years and has largely been 
guided by the wisdom and perseverance of the congressional committee involved. 
We hope and trust that this committee will persevere in a similar fashion until 
those responsible for military air transportation accept a philosophy of coopera- 
tion and partnership with our commercial air carriers. It is with this objective 
in mind that we suggest to you a close followup on your directive of last year 
and the establishment of a new goal for the coming year. 

Before leaving this subject, we should also like to call your attention to a 
similar situation existing in the commercial aircraft maintenance industry. Here 
the military maintains and operates numerous overhaul and repair depots around 
the country. We are informed that only a very small percentage of the funds 
provided by Congress for aircraft maintenance last year was offered to the 
independent aircraft maintenance industry. This, we understand, has led to the 
idling of an appreciable percentage of this industry’s plants. The figures we have 
been supplied from industry sources indicate a decided preference being given by 
the military to its own facilities. 


We hope that in your subcommittee’s investigation of the use of commercial 
facilities by the military, the facts on this situation will also be developed. 
25095—58—— 62 


pe nnn ane 
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APPENDIX B 


Proposed appropriation structure, Department of Defense 


Proposed appropriation item 


Military 


Military personnel, Army- 


Military personnel, Navy--- 


Military 
Corps. 


personnel, 


Reserve forces 


National Guard forces 


Operational facilities 


Other support facilities. 


personnel, Air Force 


Marine 


I. 


Reserve and National Guard 


facilities. 


Subject matter 


I, MILITARY PERSONNEL 


Pay and allowances, subsistence, move- | 
ments, including permanent change of | 


station and related costs for members of 
the Air Force on active duty. 
Pay and allowances, subsistence, move- 


ments, including permanent change of | 


station and related costs for members of 
the Army on active duty 
Pay and allowances, subsistence, move- 


ments, including permanent change of | 
station and related costs for members of | 


the Navy on active duty. 

Pay and allowances, subsistence, move- 
ments, including permanent change of 
station and related costs for members of 
the Marine Corps on active duty. 

Military pay, travel, subsistence, clothing 


for Reserve forces while on active duty | 
or undergoing Reserve training, or per- | 


forming drills or equivalent duty. 


Pay, allowances, 
transportation, travel for National 
Guard personnel undergoing training 
while performing drills or equivalent 
duty. 


clothing, subsistence, 


CONSTRUCTION OF MILITARY FACILITIES 


Construction of military posts, air and sea 
bases required for the strategic and 
tactical deployment and operation of 
combat forces. 


For the construction of facilities used for 
training military personnel of the Air | 


Force, Army, Navy, and Marine Corps. 


Construction of other general support facil- 
ities not directly related to combat oper- 
ations; e. g., research and development 
facilities. 


Construction of facilities used for the ac- | 
tivities of the National Guard and Re- | 


serve forces. 


—., 


Includes parts or whole of 
| these current appropria. 
| tions items 
| 
| 


Department of the Air Force: 
Military personnel, 


Department of the 


ar Army: 
Military personnel 


Department of the Navy: 
Miiitary personnel, Navy, 


Department of the Navy: 
Military personnel, Marine 
Corps. 


Department of the Air Force: 
Reserve personnel. 
Department of the Army: 
Reserve personnel. 
Department of the Navy: 
| Reserve personnel, Navy, 
Reserve personnel, Ma- 
| rine Corps. 
Department of the Air Force: 
Air Force National Guard, 
Department of the Army: 
Army National Guard. 


Department of the Air Force: 
| Military construction, Air 
| Force. 
Department of the Army: 
Military construction, 
Army. 
| Department of the Navy: 
Military construction, 
Navy 
| Departmentofthe Air Force 
| Military construction, Air 
| Force. 
Department of the Army: Mil- 
itary construction, Army. 
Department of the Navy: Mil- 
| itary construction, Navy. 
Department of the Air Force: 
Military construction, Air 
Force. 
| Department of the Army: 
| Military construction, 
| Army. 
Alaska Communica- 
tion System (construc- 


| tion). 

Department of the Navy: 
Military Construction, 
| Navy. 


Civil engineering. 
Aircraft and facilities. 
Ordnance and facilities. 
| Interservice activities: Loran 
stations. 
| Department of the Air Force: 
| Military construction, Air 
| Force. 
| Department of the Army: 
| Military construction, 
| Army Reserve forces. 
| Department of the Navy: 
Military construction, 
Navy. 
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AppPpENDIxX B—Continued 


Proposed appropriation structure, Department of De fense—Continued 


—— 


Proposed appropriation item | 


Aircraftand related equipment. 


| 
| 


Guided missiles and related 


equipment. 


Ships and small craft and re- 


lated equipment. 


Combat and support vehicles 
and related equipment 


Artillery and other weapons 
and related equipment. 


Ammunition and _ related 


equipment. 


Other materiel and equipment 


Military 


space research 


Military sciences 


Emergency fund 


Operation and management of 
facilities. 


Subject matter 


Il. 


Research and development of all types of 
aircraft and related equipment. 


Research and development of all types of | 
guided missiles and related equipment. | 


RESEARCH AND DEVELOPMENT 


| 





Research and development of all types of 
ships and small craft and related equip- 


ment., 


Research and development of all types of 
combat and support 


lated equipment. 


vehicles 


and re- 


Research and development of all types of 
artillery and other weapons and related 


equipment, 


Research and development of all types of 
ammunition and related equipment 


Research and development in other types 


of 


combat 


equipment not provided for under the 


ibove 
gory. 


and support 


materiel and 


appropriation items in this cate-| 


Research, development, and testing con- 
nected with space exploration and the | 
adaptation of military weapons to space 


operations. 


Research 


in 


areas of 


scl 


nce 


important 


to military technology and operations. 


Research and development contingencies 


Support costs for the operation, mainten- | 
research, | 


ance, and 


development, 


management 
and test 


of 


facilities not 


charged directly to other buget activi- 
ties, 





Includes parts or whole of 
these current appropria- 
tions items 


Department of the Air Force: 
Research and develop- 
ment. 

Department of the Army: 
Research and develop- 
ment. 

Department of the Navy: 
Research and develop- 
ment. 

Department of the Air Force: 
Research and develop- 
ment. 

Department of the Army: 
Research and develop- 
ment. 

Department of the Navy: 
Research and develop- 
ment. 

Department of the Army: 
Research and develop- 
ment. 

Department of the Navy: 
Research and dev elop- 
ment. 

Department of the Army: 
Research and development. 

Department of the Navy: 
Research and development. 

Department of the Army: 
Research and development. 

Department of the Navy 
Research and development 

Department of the Air Force: 
Research and development. 

Department of the Army 
Research and development. 

Department of the Navy: 
Research and development. 

Department of the Air Force: 
Research and development. 

Department of the , y 
Research and development. 

Department of the Navy: 
Research and development. 

Office of the Ad- 
vanced Research Projects 

Agency 

Department of the Air Force 
Research and development. 

Department of the Army 
Research and development. 

Department of the Navy 









Secretary 


Research and develop- 
ment 
Other ipplicable appro- 


priations 
Department of the Air Force 
Researchand development. 
Department of the Army: 
Research and development. 
Department of the Navy: 
Research and development 
Interservice activities: 
gency fund. 
Department of the Air Force 
Research and development. 


Department of the Army: 
Research and development. 
Department of the Navy: 


l- 


sppropri 


Applicable Navy 
tions. 
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APPENDIX B—Continued 


Proposed appropriation structure, 


Proposed approy on item Subject matter 





IV. PRODUCTION AND PROCUREMENT OF | 
MILITARY WEAPONS AND EQUIPMENT 
industrial mot at Rehabilitation, expansion of manufactur- 


ities needed 


lor current 


velopment of mass-production 





for new items, for pilot-line 
ion, for production ineering | 
ling to reduction 


in the use ol 


; le ry i nan Mu“ 
iais and m powe 


of Government-owned 


mater 


iayaway 





ym faci ties at lipment 
Aircraft at elat t } iuctio d procurement of aft 
ind related equipment 


Guided missiles ated Producti ul procurement of guided 
equipment | missiles and related equipment } 
i 
i ' 
| | 
| 
| | 
| 
| 
j | 
| 
j 
| 
Ships and small craft ar e- | Production and procurement of ships and | 
lated equipment | m raft and related equipment } 
| ' 
; 
i 
‘ . | ; 
Combat and support ' } Production and procurement of combat 
ind related ¢ yuipmer and support vehic nd related equip 
| 
| | 





' 
| 
} 
Artillery and other weapons | Prod ion and procurement of artillery 
and related equipment nd other weapons and related eq: 
! 


Department of Defense 


—Continued 


Includes parts or 
these current 
tions item 


whole oj 
appropria- 


Department the 


Air 
Force 








Aircraft and missile pro- 
curement 
Aircraft and missile sup- 
Department of the Army: 
Procurement of equipment 
and missiles 
D nt of the Nayy 
ft and facilities 
n iacillties 
Ordnance and facilities, 
Civil engineering 
Servicewide supply and 
finance 
Department f the Air 


Fores 


4 i missile pro- 





Aircralt snd 
suppor 
Depart Army: 
Procurement of equipment 
ment and missiles 
Department of the 


missile 


ment i the 


Navy: 





Aircraft and related pro- 
curement 
Department f the Afr 
Force 
Alrcrall and missile pro- 
curement 
Aircraft and missile sup- 
port 
Department of the Army: 
Procurement of equipment 





nd missiles 
Department of t 
Aircraft and 
curement 
Marine C 

ment 
Procurement of ordnance 

wd ammunition 

Department of the Army: 
Procurement of equipment 
ind missil 
Department 


he Navy 
related pro- 





rps procure- 


f the Navy 


ipbuilding and con- 
version 
Ships and facilities 
Department f the Aijir 
Fores 
ircraft and missile pro- 


curement 
Aircraft and missile sup- 
port 
Department of e Army: 
Procurement of equipment 
ind missile 
Department of the 
Marine C 
ment 
Civil engineering 
Department of Air Force 
Aireraft and miissile pro- 








Navy 


procure- 


orns 





and ammiuiitic 











Proposed appropriation structure, Department of Defense— 


Proposed appropriation item 


sieeehemmmnemminatannenanststs 


Ammunition and related 
equipment 
Other materiel and equipment 


Operation and management of | 


production and procurement 
of facilities 


tactical opera- 


Strategic and 
tions. 


Training . - 


| 
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APPENDIX B—Continued 


Subject matter 


IV. PRODUCTION AND PROCUREMENT OF 
MILITARY WEAPONS AND EQUIPMENT—Ccon. 


Production and procurement of ammnn 
tion and related equipment 


Production and 


materiel and equipment 


procurement { othe 


Support for the operation, m 
nance, and management of procurement 
and production facilities not charged 


directly to other budget activities. 


Costs 





V. OPERATIONS AND MAINTENANCE 
Provides for the operations and support of 
military forces deployed strategically 
and tactically to meet military defence 
objectives; includes command head- 
quarters, their support, maintenance 
and operation of installations; operation 
of aircraft, ships, and other equipment 
used in connection with primary com- 


bat missions; intelligence activities, and 
other activities related to tactical and 
strategic operations (e. g., organizing 
and administering National Guard 
forees 


Provides for the training of regular, Re- 
serve, and National Guard military per- 
sonnel. Includes basie training «and 
specialized training (academies, colleges, 
and special schools 


mntinued 


Includes parts or 


appropria 


ese { 


tions items 


irrent 





Depa tr ‘ r ) re 4 r re 
Aircrait and miisslie sup- 
port 

D artment of.the Ar 
Procurement of equipment 
ind missiles 

Department of the Navy 

Procurement of ordnance 


munitio 


ind an 
Marine Cx rps 





ent 
Department of the Air Force 
Air ft and missile pro- 
curement 
Aircraft and missile sup 
port 
Department of the Army: 
Procurement of equipment 
Depart the Navy 
Sn ant cluith 





Procurement of ordnance 





ind ammunition 
Aircraft and related pro- 
rement 
Marine Corps proctre- 
ment 
Naval petroleun 
serves 
Medical care 
Civil engineerin 
Department of the Air Force 
Operatior and nt 
nance 
Department of the Arms 
Operations and mainte 
r 
t th 











Depar ) r Fores 
Operatior mainte- 
De f of the Army 
peration and mainte- 


lance 


Alaska ( 


Jommunication 
System 
Department of the Navy: 
Navy personnel, general 
expenses. 
Marine Corps, troops and 
facilities. 
Aircraft and facilities. 
Ships and facilities 
Ordnance and facilities 
Civil engineering. 
Servicewide supply and 
finance. 
Servicewide operations 
Department of the Air Force; 
Operation ind =6mainte- 
nance 
Department of the Army: 
Operation and mainte- 
nance 
National Board for 
Promotion 
Practice 
Department of the Navy 
Navy personnel, general 
expenses. 
Marine Corps, troops and 
acilities 


d the 


Rifle 


of 
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APPENDIX B—Continued 


Proposed appropriation structure, Department of Defense—Continued 


Proposed appropriation item 


Supply and logistics- 


Medical care 


Office of the Secretariat | 
ries and expenses. | 


Public affairs, salaries and ex- | 


penses. 


Claims._. 


Contingencies 


Retired pay 


Court of Military Appeals_- 





| 


VI. 


Sala- | 


the 





Operation of the supply and distribution | 
systems; operation of supply manage- | 
ment offices; major overhaul and mainte- | 
nance of materiel; and related activities. j 


| Operation of medical treatment facilities; 
| medical care and hospitalization for mil- 
itary personnel and their dependents; 
and related medical services. 


DEPARTMENTAL ADMINISTRATION 


For salaries and expenses of the Office of 
the Secretary of Defense, and Offices of | 
the Secretaries of the Army, Navy, and 
Air Force. 


Salaries and expenses for public relations 
and legislative liaison activities in the | 
Office of the Secretary of Defense and in | 

Offices 

Army, Navy, and Air Force. | 


Subject matter 





of the Secretaries of the | 


Payment of claims as authorized by law 


(not to exceed $1,000 in any 1 case). 


For emergencies and extraordinary ex- | 


penses arising under the Department of 


Defense. 


Retired and retirement pay as authorized 


by law for military personnel. 


Appeals 


Salaries and expenses of Court of Military 





ee 


Includes parts or whole of 


these current appropria- 
tions items 


SS 


Department of the Air Force: 

Operation and mainte- 
nance, 

Preparation for sale and 
salvage of military 
property. 

Department of the Army: 

Operation and mainte. 
nance. 

Preparation for sale and 
salvage of military 
property. 

Department of the Navy: 

Servicewide supply and 
finance, 

Preparation for sale and 
salvage of military 
property. 

Other applicable Navy 
appropriations. P 

Department of the Air Foree: 
Operation and mainte- 
nance. 

Department of the Army: 
Operation and  mainte- 
nance. 

Department of the Navy: 
Medical care. 


Office of the Secretary of De- 
fense: Salaries and ex- 
penses. 

Department of the Air Force: 


Operation and  mainte- 
nance. 

Department of the Army: 
Operation and  mainte- 
nance. 

Department of the Navy: 


Servicewide operations. 
Office of Secretary of De- 

fense: Office of Public Af- 

fairs, salaries and expenses. 
Department of the Air Force: 


Operation and  mainte- 
nance 
Department of the Army: 
Operation and  mainte- 
nance. 
Department of the Navy: 


Servicewide operations. 
Interservice activities: 
Claims. 
Interservice 
Contingencies 
Department of the Air Force: 


activities: 


Operation and mainie- 
nance. 

Department of the Army: 
Operation and  mainte- 
nance. 

Department of the Navy: 


Servicewide operations. 
Interservice activities: Re- 
tired pay. ~ 
Interservice activities: 

Court of Military Appeals. 
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You have been very patient, Mr. Chairman, and I thank you very 
much. 


EXTENT THAT VIEWS ARE REPRESENTATIVE OF MEMBERS OF CHAMBER 


Mr. Manon. General, we are pleased to have the very stimulating 
remarks and recommendations of such a responsible source as you 
and the United States Chamber of Commerce. We recognize that 
the United States Chamber of Commerce is representative of thou- 
sands of businessmen throughout the Nation, and it is helpful to 
have their views as they have been presented by you. 

To what extent do these views expressed represent, perhaps, the 
views of the individual members of the United States Chamber of 
Commerce ¢ 

Mr. Netson. That is a good question. I have been on the National 
Defense Committee now for about 5 years. This is a continuing 
process. We meet 4 or 5 times a year, and the people who meet, I 
believe, are exceedingly well versed because most of them have or have 
had some very strong contacts with the Defense Department and 
have had a lot to do with it. 

We argue and we have some very heated sessions. 

We have the benefit of a very able staff which day in and day out 
is studying the problems of national defense. 

After the National Defense Committee establishes a policy it is 
then considered by the chamber’s board of directors, and then the 
policies which are adopted are voted upon by the membership. 

I think it is only fair to say that I would not suggest that every 
last one of the millions of members of the chamber of commerce 
would agree 100 percent with the views which I have expressed. 

Mr. Manon. They have had no chance to express their views on 
the yxy seca s reorganization plan, I assume. Yet you have en- 
dorsed = 1ere as a representative of the chamber. 

Mr. Netson. If I may discuss that, I would like to say that what 
we did was this, and we had some very heated meetings on this, I 
must say, and a very healthy exchange of views: 

We met a number of times last fall when it was apparent that de- 
fense reorganization was going to become a major issue. 

We hadi meetings not only of the full committee but we had meetings 
of the subcommittee on policy, of which I happened to be the chairman. 

First the subcommittee on policy met, and we really had some intense 
arguments and discussion, and out of it I think we came up with a 
pretty good view which was reflecting the compromise position of a 
great many of the members of the policy committee. 

This then was presented to the full national defense committee. 
It was then presented to the board. Then I believe it was presented to 
the membership. 

This represents the present policy statement. 


MEMBERSHIP OF UNITED STATES CHAMBER OF COMMERCE 
Mr. Marion. How would you present a problem of this kind to the 


membership ¢ How many members are there in the United States 
Chamber of Commerce 
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Mr. Netson. I had better let Mr. Rice answer that. He knows this 
technique better than I. 

Mr. Rice. We have three kinds of members. We have about 3,300 
organization members, which are local and State chambers of com- 
merce, trade and professional associations. Then we have about 21,000 
direct business members. Under our proc edure, only the organization 
members actually vote, and a corporation as such influences policy only 
through its partic ipation in its local chamber. 

The President’s plan per se has not been sent to them. We would 
never send anything so detailed as that to the entire membership. 


CHAMBER AS A REPRESENTATIVE ORGANIZATION 


We adopt broad policy declarations on a variety of subjects, and 
the document Mr. Nelson gave you there shows the existing policies 
which we have used as a basis for support of the President’s proposals. 

Those policies are presently in effect, and under our processes the 
committee looks at any particular proposal, relates it to our policy 
position, draws up recommendations to the Board, and in this partie- 
ular instance our recommendation to the board was that these present 
policies be interpreted as supporting the reorganization position 
reflected in that document your associate has. 

Mr. Manon. But if I should write Joe Doakes at Spokane, or Sioux 
City, or Albany, or Lubbock, Tex., or Tampa, Fla., and ask him if 
he as a member of the United States Chamber of Commerce supported 
these policies, he would not necessarily say yes. 

Mr. Nerson. I’ suppose my answer would be this: The United 
States ( oes of Commerce is a representative organization just 
as Congress is. I do not suppose every member in your district would 

say that he agrees 100 percent with you, but I would guess that you 
represent very adequately the constituency of your district. 

Mr. Manon. Do you think this recommendation presented here 
through you represents a majority of 51 percent of the members, 
21,000 or so members? 

Mr. Nerson. Yes. It is consistent with the policies that the mem- 
bership has adopted. 

The problem that you get into is this: The policy statement you 
have just been handed meets with the overwhelming support of the 
membership. 

At some point you get into details over which reasonable people 
can well disagree. 


AMENDMENT TO THE DEFENSE BUDGET 


Mr. Manion. I am wondering if the average member of the chamber 
of commerce would support you in saying that. we should defer action 
on the President’s amended defense budget. 

The President has amended his 1959 defense budget in the sum of 
$1.5 billion, and he has asked for action at this session. 

I would rather hazard a guess that the average American at this 
time of tension and concern ‘whic h has followed the launching of the 

earth satellites last year, would be of a disposition to say, “I do not 
want to tinker with defense right now because it might be dan- 
gerous, so I am going along with the President and the Secretary of 
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Defense in recommending to you that we provide the $1.5 billion 
at this session, rather than going along with the United States Cham- 
ber of Commerce, which says, “Wait until next January.’ 

Mr. Netson. I think that is conceivable, but I think in reply I 
would say this—— 

Mr. Manon. I do not mean that they would be right. I am just 
trying to gage public opinion. 

‘Mr, Netson. It is our fee ‘ling that the membership of the chamber 
is for an adequate defense. 

Mr. Manon. Oh, yes. 

Mr. Netson. But are gravely concerned about its long-run economic 
implics ation on the well-being of our country. 

I think with that as a general policy, and with the existence of 
some $10 billion in carryover, and with the statement of General 
Twining regarding the third of the $1.5 billion which is being re- 
quested in supplement: als, the decision on continuing B-52 production 
can wait until next January. I felt it was consistent with these 
overall things for the chamber to say that we think it can wait until 
next January; but I would also say in the same breath that I am 
not sure that this is something which I would emphatically state 
represents the 100 percent opinion of the chamber. 


PROGRAMS INCLUDED IN BUDGET AMENDMENT 


Mr. Manon. On the B-52 program, you have made a very pertinent 
comment. 

The request for additional B—52’s, if we are to continue the production line, 
had to be acted upon this year or early next year. 

Next year we will have a new Congress. It would not be probable 
that Congress could react or would react in January. They might 
react in late February. 

Let us brush that aside for the moment, however. 

There is in the amended budget funds requested for 2 additional 
POLARIS submarines. 

Mr. Netson. I am familiar with the program. 

Mr. Manon. They are designed to firean IRBM. 

Mr. Netson. Yes, sir. 

Mr. Manon. In it there is considerable money for antisubmarine 
warfare. I think you and I would agree that perhaps the Soviet sub- 
marine is in many ways the greatest threat to this country. 

In the supplement: il budget, and this is the most sensitive of all 
the things in the amended or supplemental 1959 budget, there are 
funds for the antiballistic missile missile, the so-called NIKE-ZEUS 
which we hope will have some degree of effectiveness in defending the 
country against the intercontinental ballistic missile. 

It would take a pretty bold Congress at this stage of concern over 
national defense to reject this request of the President, as you know. 

Mr. Nerson. I would agree. The comment that I would make, 
however, is that with nearly $10 billion in carryover funds, and I 
believe the Congress in the past has been concerned over having too 
much in the way of carryover, and of that amount some $6 billion 
in procurement, it seemed to us that there were enough funds available 
to take care of essential defense programs. I thoroughly agree with 
you, because I had the benefit of briefings on POLARIS in connec- 
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tion with the Gaither Committee, we would not urge limitations on 
essential programs. But we would doubt serious whether the lack 
of funds is the prime consideration. And we are not saying that the 
items in the supplement are not essential. 

What we are really saying is that we believe they do have sufficient 
money available to finance critical programs. 


CHAMBER FEELING THAT ADDITIONAL FUNDS NOT REQUIRED 


Mr. Manon. I think you should make that point, because I think 
the impression which you have made thus far is that you are against 
the programs 23 against the financing of the programs at this time, 

Mr. Netson. I did not mean to make such a statement. 

Mr. Manon. I now understand your position to be that you are not 
necessarily, if at all, against the programs contained in the amended 
budget, but you doubt the necessity for additional funds at this time 
for the financ ing of the program ? 

Mr. Netson. Yes, because we think that the provision of these funds 
now will merely mean that there will be a very large carryover of funds 
that are unobligated, and we think, as I think so many Members of 
Congress believe, that there should not be a high carryover of unobli- 
gated funds. 


CARRYOVER OF UNOBLIGATED FUNDS 


Mr. Manon. That is a problem which I assume Mr. Olverson and 
Mr. Rice and others here are familiar with. According to the present 
principle—and I do not want to belabor this question too long because 
we could discuss it all day without too much profit, perhaps—but many 
of the funds which are unobligated are, under our system of full fund- 
ing, pledged to the financing of certain items, and, if you should divert 


them to something else, you would destroy the full funding practice 
of the Congress. 


Mr. Newson. Yes. 

Mr. Manon. I think you have made your position clear with respect 
to that. 

Mr. Netson. I realize this is a complicated problem. 

Mr. Manon. You have to have unobligated funds carried over if 
you folow the system of full funding, because you will not obligate 
certain funds on long-lead-time items until nearer the delivery date 
of whatever you are seeking to procure. 


FISCAL FLEXIBILITY 


I would like to feel that the representative of the United States 
Chamber of Commerce understands that there is at this time con- 
siderable flexibility in the Defense Department. I would like to call 
your attention to the most specific, or the largest area of flexibility. 
Take one appropriation item, the appropri: ation for aircraft and mis- 
siles. If we approve the President’s budget, we will have in it on 
July 1, the beginning of the fiscal year, $17 billion from appropriations 
of previous years and appropriations of this year if the bill has become 
the law by the Ist of July. 

The Department of Defense has complete flexibility within this $17 
billion. It can buy all missiles, it can buy all aircraft, it can spend 
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all the money for ammunition. It can do many things, conceivably. 
Theoretically the flexibility within such a large sum is vast. 

I sometimes think that perhaps the advisers to the President have 
not fully explored this angle to which I make reference. 

Mr. Rice, do you agree with my statement, that there is flexibility 
within that appropriation ? 

Mr. Rice. I understand what you mean, Mr. Chairman. 

Mr. Held is what you might call our expert on the staff in this 
particular area. ao. 

Mr. Manon. Do you agree, Mr. Held? You get my point as to 
flexibility ? 

Mr. Hexp. Yes, Mr. Chairman. Of course, our position is that 
the money, for example, which is appropriated for aircraft and 
missiles is appropriated to the Air Force for aircraft and missiles; 
that from the standpoint of flexibility, in adjusting these funds as 
between the best weapons being developed in each of the services, 
this flexibility does not exist, because you could not transfer under 
the present system funds for aircraft and ere let us say, to the 
Navy Department to expedite the POLARIS at this point. 

Mr. Manon. That is right. 

Mr. Hex. That is, if the missiles were progressing more rapidly. 

Mr. Manon. I think we must agree there is a vast amount of ae 
bility already available, because we appropriate, for example, to 
the Air Force in only about 9 line items, I believe, the Navy a few 
more, the Army maybe a few less. There is great flexibility within 
the appropriations. 

In the Navy and the Army, there are other examples of large items. 
I selected the largest field in the whole Defense budget when I 
spoke of aircraft and missiles, of course, but there is considerable 
flexibility under the present system. 

Mr. Hevp. Yes, Mr. Chairman. Also, in some of the appropriation 
items we feel there might be more flexibility than would be required 
for the most effective congressional control. 

For example, in appropriating a huge sum for operations and 
maintenance, or such as in the Army for the procurement of equip- 
ment and missiles, there is considerable flexibility for the Army to 
transfer within that huge amount of money, so there is flexibility, 
as you say. 

Mr. Manon. I have heard more complaint in Congress, really, over 
the extent of flexibility than I have over the lack of flexibility. It 
is said, “We try to do this and bring to bear our will in, let us say, 
operations and maintenance in the Army or in the Air Force or in 
the Navy, and we find difficulty in doing so because there is so much 
elasticity or so much flexibility there.” 


REVISION OF APPROPRIATION STRUCTURE 


Mr. Herp. This is what we hope to tighten up on a bit from the 
standpoint of congressional control in the proposed revision of the 
appropriation structure. 

Mr. Manon. I found that. I find it very interesting. 

You made reference to the $500 million proposal as to an emergency 
fund in the Pi esident’ s original budget. They tell us now, General 


Nelson, that that $500 million has been absorbed and applied to the 
amended 1959 budget. 
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Mr. Newson. Yes. 

Mr. Manon. In other words, that is no longer pending before us ag 
a request. 

I do agree with you that you could increase flexibility within cer- 
tain areas if you should appropriate a larger emergency fund to the 
Secretary of Defense for operations. 

Mr. Rice. Mr. Mahon, that fact was not made apparent when they 
submitted the supplemental. There was no statement to indicate that 
a third of this amount takes the place of the $500 million requested 
in the original budget. 

Mr. Manion. I will ask General Moore of the Office of the Secretary 
of Defense. I think Mr. Rice is correct. That was not made clear in 
submitting the budget. 

General Moore. Your statement is absolutely correct, Mr. Chair- 
man. In other words, it is not contemplated that an additional re- 
quest be submitted for any portion of that $500 million, since it has 
been covered by a $1.5 billion request submitted as an amendment. 

Mr. Rice. I was not intending to take exception. It is just not in 
the message itself nor in Mr. McElroy’s appearance before the pre- 
paredness committee ; when he discussed this, that was never mentioned, 
to my knowledge. 

Mr. Manon. I have not known of it being mentioned except in this 
committee. 

Mr. Rice. So we had no knowledge of that fact. 

Mr. Manon. I am sure you would not have had knowledge of that. 

Your presentation has been very interesting. It would require a lot 
of study before we could really make use of it very well, of course. 
What I am going to do is to request that the staff join with the 
members of the committee in giving some detailed study to these 
various proposals, and then we will have an executive session and, 
along with other matters, discuss how we can utilize any of the pro- 
posals and recommendations made. 

Mr. Nerson. If I may just reiterate the part of this that appealed 
to me most was that if you appropriate along these main activities 
lines, for resources or the sinews of the Defense Department, it gives 
very substantial congressional control and it sets the basis for what 
seems to me to be the kind of analyses which both the country and the 
Congress are most anxious to have, because once appropriations are 
made in this fashion, then it is possible to analyze those figures so 
you can first get a report on how these are broken down among the 
Army, Navy, Air Force, and Marines, which is perhaps a thing that 
you would want to have. Then you can go to the next thing that is 
going to be increasingly important in the future—to then make a 
breakdown of the $40 billion in defense among the main jobs the De- 
fense Department has to do in terms of functions or end purpose, such 
as strategic striking force of all services. This would include the 
POLARIS submarine, this would include the SAC, this would in- 
clude a paratroop division, some Marine striking force, the Continental 
Defense Command. 

Again, and increasingly so, elements of every one of our armed 
services are going to be ‘used in the major purposes, and until this is 
put together so that you can see the program in one overall package, 
I do not believe it can be very effectively analyzed or studied. 
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To me, this is the great advantage of this kind of a system. 

Mr. Manon. You do not recommend all the appropriations being 
made directly to the Secretary of Defense, do you? 

Mr. Neison. No: what this would do, this would make appropria- 
tions— 

Mr. Manon. Tothe services? 

Mr. Nerson. To the Defense Department, but on a basis that would 
identify them among these six major categories. In terms of per- 
sonnel, however, it would break down the appropriations to provide 
for military personnel in specifically each of the forces, with limited 
transfer authority. 

Mr. Manon. I believe that your program goes farther than the 
President’s proposal insofar as we now understand it; is that correct ? 

Mr. Nerson. I do not think the President has spelled out an appro- 
priations program. Tle has been principally concerned, as I under- 
stand it, with getting a command reorganization as the first step; and 
undoubtedly he may have in mind, as well as I am sure many other 
people have had in mind, that if the command structure is reorganized, 
that something like this might follow. 

Mr. Mauon. He has indicated in submitting his budget for fiscal 
year 1960) he would make proposals along different lines. 

Mr. Rice. He has indicated a desire for a great deal more transfer 
authority than would be necessary under this particular proposal. 


TRANSFER AUTHORITY 


Mr. Manon. I do not quite understand your recommendations as 
totransfer authority. 

Mr. Netson. We say transfer authority will not be necessary if 
Congress—— 

Mr. Manon. I am looking at page20. Yousay: 

Give the Secretary limited authority, not to exceed 5 percent, to transfer 
unobligated carryovers. 

What do you mean? Five percent of what? Do you mean 5 per- 
cent of the total budget ? 

Mr. Netson. Five percent of the unobligated carryover. 

Mr. Manon. If there is an unobligated carryover. 

Mr. Netson. What we have proposed for transfer authority relates 
to the present system. We are not talking about it for the overall 
program we have submitted. 

Mr. Manon. I understand. This is what you would recommend 
in connection with the continued operation of the present system, if 
we continue to operate as we are. 

I think Mr. Held might be able to help me on this. On page 20 
you say: 

Give the Secretary of Defense limited authority, not to exceed 5 percent, to 
transfer * * 

Five percent of what? Five percent of the whole budget? 

Mr. Hex. For the same basic activity, Mr. Chairman, 5 percent of 
the funds available for the same basic activity. 

Mr. Manion. In other words, if the Air Force has available to it in 
unspent and newly appropriated funds a total of $17 billion in aircraft 
and missile procurement, it would be 5 percent of that amount? 
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Mr. Herp. Of the unobligated balance, sir. In other words, 5 per- 
cent of the available unobligated balance could be transferred from 
the Air Force to the Navy for research and development in guided 
missiles, or between the Army and the Air Force, or the Army and 
the Navy, as the case may be. This is related only to the present 
system. 

Mr. Manon. I understood that part. I now understand the other, 

Of course, all of this will be in the record and will be available to 
us for study. 

Mr. Wigglesworth ? 

Mr. Wiceieswortn. Mr. Chairman, I would just like to say that I 
think General Nelson has made a very clear statement for the com- 
mittee, and I am sure the committee will want to study it carefully, 
particularly the appendix A, where it is suggested that substantial 
savings can be realized. 

I would like to point out in the interest of accuracy that it is stated 
on page 5 of the statement that— 

The budget message in reference to the $39.1 billion request contained no 
reference to the need for or probability of a 1959 supplemental. 

That may be an accurate statement, but I think it should be stated 
that, in the hearings on the 1958 supplemental, which, as has been 
pointed out, was, in fact, a moving forward of a portion of the original 
1959 budget, it was made very clear to the committee, and the com- 
mittee thoroughly understood, that it was wholly probable that, after 
certain studies had been completed, the Defense Department would 
return and would request further funds in addition to those included 
in the $39.1 billion budget. 

I do not think I have any questions at this time, Mr. Chairman. 

Mr. Manon. Thank you very much. 

Mr. Nevson. Thank you, Mr. Chairman. 

Mr. Manon. You people do a lot of work on this. I do not want you 
to feel that there is no profit in so laborious a task. We have all too 
few people working in this highly complex and difficult field. We 
need more people to advise with us and to make recommendations to 
us in order that we may, out of this vast maze of dollars and laws and 
rules and regulations and personalities, find the right road to follow. 

Mr. Netson. Thank you. We only want to be helpful. 

Mr. Manon. I know that is right. We appreciate your fine spirit. 
Thank you very much. 


Monpay. Apri 28, 1958. 
Army-Navy Hosprra., Hor Sprines, Ark. 


WITNESSES 


ALBERT GUICE, HOT SPRINGS, ARK. 


MORT S. COX, MANAGER, CHAMBER OF COMMERCE, HOT SPRINGS, 
ARK. 


Mr. Stxes. The committee will come to order. 

This morning we are going to hear from interested witnesses on the 
Army-Navy hospital at Hot Springs, Ark. 

We have two distinguished representatives of that very fine city 
here to speak in behalf of the hospital. 
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Congressman Norrell, since that is the district which you repre- 
sent so ably in Congress, and since these men are your good friends, I 
think it would be fitting if you would introduce them to the committee. 

Mr. Norreti. Mr. Chairman, I will be glad to do that. 

First of all, I would like to say for the record that all of the mem- 
bers of the committee know of my great interest in the Army-Navy 
hospital. I have taken up too much time already of my committee 
this year regarding this hospital. I am not going to take much time 
this morning, except that I do want to say Hot Springs, Ark., and 
the State of Arkansas are very vitally interested in this hospital and, 
to that extent, two gentlemen, Al Guice, a very prominent individual 
of Hot Springs, a merchant and a leader in every respect, is here to 
talk for not only Hot Springs but Arkansas for the hospital. 

Also, that is true with reference to Mort Cox, who is also one of 
the outstanding leaders in Hot Springs, and he will testify after Mr. 
Guice has been heard. 

At this time I am glad to introduce Mr. Al Guice, of Hot Springs, 
Ark., who would like to say a few words regarding the Army-Navy 
hospital. 

I now present Mr. Guice. 

STATEMENT OF ALBERT GUICE, HOT SPRINGS, ARK. 

Mr. Guice. Thank you, Mr. Norrell. Gentlemen, 2 years ago, when 
you were considerate enough to allow us a few minutes before this 
committee, 1 made the statement that, if a real effort was made to 
utilize this hospital and it proved a failure, I would be one of the first 
ones to come back up here and ask you to close it. 

You have directed the Army to operate this hospital, and, in the 
sense of the word, they have operated it. They have limited it to 
75 patients. The people of Arkansas and the people of Hot Springs 
cannot understand why this fine institution, which the Surgeon Gen- 
eral of the Army Medical Corps, himself, admits is as fine a physical 
facility as the Army has in the United States in the way of a hos- 
pital, is limited to 75 patients, while people are standing in line wait- 
ing to get in other Government hospitals in Arkansas. 

We felt, when the Little Rock Air Force Base was built, that would 
increase the patientload at Army-Navy hospital, but that has not 
been true. The Air Force has seen fit to send most of its patients 
from Little Rock Air Force Base either to the veterans’ hospital in 
Little Rock or to fly them to one of the Air Force hospitals in some 
other State. 

This hospital in Hot Springs was built in 1932, primarily with 
Veterans’ Administration money. Some $4 million of the actual cost 
of this hospital came from VA funds, and the balance from the Army. 

Up until the beginning of World War II, there were from 150 te 
200 beds allotted for VA patients at all times at this hospital. Then, 
by Executive order, the veterans were eliminated from the hospital; 
and since that time—since after the war—there has been a constant 
effort made by the Army to close the hospital. 

In other words, they have yet to put any patients in the hos- 
pital. We are told by the manager of our local airport that it has 
been several months since any patients were flown to Hot Springs. 
We know that, when left alone, the patient load of this hospital will 
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build up on its own, and then the figures get to Washington and they 
are automatically cut back down to a maximum of 75 beds. 

This hospital is now staffed to take care of 150 patients, but the 
are limited to 75. This hospital could take care of 400 patients with 
the addition of the bare minimum of additional personnel. There is a 
corps of trained hospital civilian personnel which has been connected 
with this hospital for long years. They know what it is all about. 
They know how to do the job, and they are there at work now. 

The Army says the per- -patient bed cost is excessive and, natural] 
it is excessive with only 75 patients, but, for the same cost that _ 
are spending at Hot Springs today, they could take care of 400 
tients with a little additional cost for food, of course. The patie 
that belong in the hospital are in the area, if the Army would admit 
them. 

As an example of that, several months ago at Little Rock there was 
a dependent child of a man who was killed on active duty. In other 
words, he was wounded and lay unconscious for several months be- 
fore his death, and this child was eligible for admittance to any mili- 
tary hospital in the United States, being a ward of the Government as 
a dependent child of a man killed on active duty. But it almost took 
an act of Congress to get this particular child admitted to Army- 
Navy hospital. 

Congressman Hays moved heaven and earth up here before he got 
the powers that be to direct the commanding officer down there to ad- 
mit thischild. He could not do it on his own. 

This committee directed the Army to make a survey to try and 
find some use for this facility. One of the branches of the service 
showed a keen interest in moving its operations to Hot Springs, and 
occupy part of the hospite al facilities—the Gulf Terminal Command 
out of New Orleans. They made an expensive survey and found what 
they thought they were looking for. They had been ordered to move 
away from the coast and get t inland. Everyone in the Transporta- 
tion Corps wanted to see the command moved to Hot Springs. Yet 
it was stopped somewhere down the line at a top level, but we do not 
know where. When the Surgeon General raised the bed limitation 
to 150 beds, it was stopped someplace, and limited to 75. 

There is a place for this hospital. As the Surgeon General says, it 
is the finest physical plant he has in the continental United States. If 
an effort is made, it can be a satisfactorily. The patients are 
in the area. There should be some beds nS available for veterans. 

Recently a doctor friend of mine told me he had two patients that 
needed to be hospitalized. They could not get in Army-Navy hospi- 
tal, and they were sent to the Veterans’ Administration hospital at Lit- 
tle Rock. He was told it would be 60 to 90 days before they could be 
admitted. They were not necessarily emergency cases, but they could 
bec come emergenc y cases over night. 

We think, and the people of all Arkansas think, that this hospital 
should be used, and feel that the logical use of it would be for the Air 
Force, which has a large installation in Arkansas to use it as their 
hospital, and have so many beds to be made available for Veterans 
Administration patients. 

The department of the American Legion and their executive offi- 
‘ers here in Washington recommended it very strongly. 
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This movement to keep this hospital open does not just stem from 
Hot Springs. It comes from all over the State of Arkansas 

Thank you for your time, gentlemen. 

Mr. Norrevu. I believe you had papers all over the State wanting 
the hospital to be used by ‘the veterans and some others ? 

Mr. Guice. Yes, sir; that is correct. 

Mr. Norreti. Do you have any questions, Mr. Sikes? 

Mr. Suxes. I will delay my questions, Mr. Norrell, until Mr. Cox 
has completed his presentation. 

Mr. Norret. If there are no further questions of Mr. Guice, I 
would like to present Mr. Mort Cox, manager of the ¢ “ unber of com- 
merce of Hot Springs who is as I said a while ago, a prominent busi- 
nessman of Hot Springs, and who has been sent to Washington to 
try to do something for the Army-Navy hospital to be kept open. 

"Mr. Cox, at this time I ree ognize you. 


STATEMENT OF MORT 8S. COX, MANAGER, CHAMBER, HOT SPRINGS, ARK. 


Mr. Cox. Thank you, Mr. Norrell. 

I might say that one cannot help but feel a little odd when he comes 

to Washington from a little community lke Hot Springs, and I am 
frankly a little scared, but at the same time inspired to know that a 
small-business man can come from a small community and talk to Con- 
eress about some things he feels keenly about. 
It is true that we havea very selfish interest in the Army Navy hos- 
pital, but at the same time we have a selfish interest in Government, 
too, and I know that primarily that is your concern and we feel that 
with all of your problems, certainly, you cannot give full attention 
toasmall item like this. 

So, we do want to let some views that we have be given to vou. 

Of course, the problem as we see it centers around a principle which 
involves a question as to whether or not it is just plain, good business 
to close a fine facility. As Mr. Guice quoted the Surgeon General. who 
had repe: ated himse If when he said that the Army- Nav Vv oe al in 
Hot Springs was the finest physical structure that he had in the United 
States. we cannot see w hy it shoul cd be e lose d. Is it cood business sense 


to close such a fine fa ‘ility, and at y same time appropriate millions 
of dollars to build additional hospital facilities even though they might 
be removed from that part icular area ? 


I noticed in br iefly 1 review ing’ some of the requests for appropriations 
this year some S1 million has been reques ted | ‘ the Department ot 
Defense for the construction of additional houpetal beds. I do not 
know Vi hat these are for, but it would seem to me that there is certainly 
a question as to whether or not it is worth while to appropriate millions 
of dollars for new construction for additional hospital beds. and at 
the same time close down facilities such as the Army-Navy ho pital 


Much has been said about the unifieation of the ari ed Ser’ ices ana, 
in fact, the Department of Defense itself some time back issued 
order pertainn ¢ TO hospitals in which it said that hospit il facilities 
nearest the installation would be used regardless of the | ranch of 1 
service, ancl vet we know that that is not true that it has not been 
carried out ~ becat se we know of individual cases of patients from as 
hear by a | ? Lit l le Ro ek Air Force Base, 5O air miles a Vay, bel g 
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transported to other hospitals, a greater distance than the Army-Navy 
hospital. 

In other testimony that this committee has had the Air Force has 
indicated that it has some several cantonment-type facilities that it js 
going to have to replace during the next several years. Again, as an 
interested citizen and one that is interested in seeing where our tax 
dollars go, we question the advisability of pasting money into these 
new facilities when such a facility as the Army-Navy hospital still 
stands. 

‘There are many other aspects, but I think that problem No. 1 centers 
around the location of the Army-Navy hospital. Most of the Army 
general hospitals are located in co: astal areas. The Government has 
quite wisely recognized the need for dispersal of our defense facilities 
and, in fact, many manufacturers have been told to move their opera- 
tions out of the congested coastal areas. 

If this is true of industry, certainly it ought to be true of places to 

take care of mass casualties. Located at Hot Springs, Ark., nestled 
down in the foothills of the Ouachita Mountains, it 1s certainly one 
of the safest places in the country. Mr. Babson described it as the 
“Magic Circle, an area that is relatively free from anticipated attack,” 

( ‘ertainly, we feel that with an installation like this already rooted 
there, that it has great possibilities for greater use. At the same 
time, as was shown ‘duri ing World War LI, “when it was expanded toa 
total patient load on 1 day to 1,077 patients, it does have great possi- 
bilities for overnight expansion. 

I would simply ‘like to reiterate to your committee that previously 
through the committee the De _partment of the Army was directed 
to operate the hospital pending its investigation for possible other use. 

I question as to whether or not, even though the hospital has been 
operated, your intent has been carried out in what you had asked to 
be done both on the part of operation and on the part of investigation 
for possible other use. 

Thank you very much. 

Mr. Norreuy. | believe you already indicated in your testimony 
that the Army-Navy Hospital has always been considered probably 
the best hospital in the continental United States? 

Mr. Cox. Yes, sir. 

Mr. Norrevi. What is its reasonable value at this time, if you know! 

Mr. Srxes. Do you mean the replacement value? 

Mr. Norrewu. Yes. 

Mr. Guice. I would say it would cost in the neighborhood of $50 
million to replac e the post. 

Mr. Norrevi. Are there any further questions / 

Mr. Sixes. Thank you, Mr. Norrell, and Mr. Guice, and Mr, Cox. 
Your statements have been quite valuable to the committee. I have 
felt for some time, as each of you has indicated you feel, that no real 
attempt is being made to prov ide an effective use of the excellent facili- 
ties offered by “the Army-Navy Hospital. It could almost be called 
a case of deliberate starvation in the midst of plenty. Congress has 
appropriated funds for the hospital, and Congress has indicated it 
wants the hospital operated. With the staff “which is now at the 
Army-Navy Hospital it could, I believe, take care of several times the 
patient load to which the hospital now is limited? Do you concur 
in that ? 
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Mr. Guice. Yes, sir. 

Mr. Sixes. I agree that there can be no justification for new hospi- 
tal facilities anywhere in the area for any branch of the service as 
long as this facility is available. 

The Army-Navy Hospital is probably much better built than any 
present-day construction even though modern buildings cost many 
times the amount that this one cost when it was built. 

You mentioned VA use of the hospital. Apparently there can be 
quite a bit more VA use made of the hospital than is being made of it. 

Is it your information that the veterans in the area, both service 
connected and nonservice connected, would prefer to use this hospital 
rather than to be transported some distance away to Veterans’ Ad- 
ministration Hospital facilities ? 

Mr. Guice. Yes, sir. 

The veterans in the area have always, and even today, made an 
effort to get in the Army-Navy Hospital when they need hospitaliza- 
tion. 

Mr. Sixes. Is that generally denied to them / 

Mr. Guice. Yes, sir: except in cases of emergency. That is the 
only type they can take. 

Mr. Sixes. Certainly, it appears to me that Congress should ex- 
plore carefully what 1s taking place at Hot Springs through this 
policy of denying to the people the use of the facilities of the 
hospital. 

I want to quote one paragraph from a letter that came to me from 
a prominent Arkansas businessman, and he say this: 

One point which seems of utmost importance is the strategic location of the 
hospital. Unlike most Army hospitals which are located in coastal areas, the 
Army-Navy Hospital is located in the center of the United States with great 
natural protection. The Defense Department has been asking defense indus- 
tries to move out of coastal areas, and many other areas. The Department of 
Defense and the Federal Civil Defense Administration have made rather elab- 
orate arrangements for facilities to be used as nerve centers in cases of extreme 
emergency. Just as it is important to safeguard war production and other 
Government operations, it is also important to provide relatively safe hospital 
care of military personnel and others in the event of an emergency. 

In other words, it would appear that this has a very definite civil 
defense value which is being entirely overlooked in the present scram- 
ble on the part of the military authorities to get this hospital closed 
no matter how they achieve this. 

Mr. Guice. That is correct, sir. This hospital could be expanded 
overnight to take care of 30,000 to 35,000 patients. We have that 
many accommodations in Hot Springs for visitors. This hospital 
could be the nerve center for a medical center taking eare of 35.000 
to 40,000 patients tomorrow night if need be, and for people who 
could be put to bed on clean sheets and hospitalized. 

There is no other demand in the area from other branches of the 
Government. In other words, the Medical Corps would not have to 
compete with some other branch of the service in case of an emergency. 
There is no other Federal installation there that would want these 
facilities. So, from that standpoint it is an ideal situation for any 
planning from a national emergency standpoint. 

_ Mr. Stxrs. Very well, gentlemen. Thank you very much for your 
interest in coming here, and in testifying. 

Mr. Guice. Thank you, gentlemen, for your time. 
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Monpbay, Aprin 28, 1958. 
Licgutrer-THan-Air CRAFI 


WITNESSES 


HON. HERBERT C. BONNER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NORTH CAROLINA 
VICE ADM. C. E. ROSENDAHL, UNITED STATES NAVY, RETIRED 


Mr. Sixes. The committee will come to order. 

We have with us now Admiral Rosendahl, who is going to discuss 
lighter-than-air craft, and with him is our distinguished friend, the 
very able Congressman from North Carolina, the Honorable Herbert 
Bonner. 

Mr. Bonner, we would like to have a few words from you. 

Mr. Bonner. Mr. Chairman and gentlemen of the committee, in 
June of last year the Na avy reduced the airshi p potenti: al of the national 
defense and closed a station on the North Carolina coast where in all 
probability the striking force of the German submarine was most 
effective in World War II. 


Asa layman, I am very familiar with the work of the lighter-than- 


air craft during that crucial time. We appeared, naturally, before the 
Secretary of the Navy and others, asking that this installation be 


retained, and pointed out that the primary objective of the Navy was 


antisubmarine warfare, an d emphasized t he use of this arm of the 
national defense in antisubmarine warfare. 

The Navy mereiy answered that it was due to economy cuts in the 
appropriation of the last session of this Coneress. For no other 
reason did they say they were closing this installation or reducing 
his arm of the national defense. 

The installation there is permanent. It is compos sed of pe rmanent 

“bates 


buildings, and so forth, and is in the heart of the Atlantic seaboard. 
For that reason, and with the emphasis how on phen appropria- 
tions for t national defense, it would seem lo TIC “ { proportionate 
funds be alk ated to this branch of the national defense for this 
installation 

Nati rally, you know that I am not qualified CO spe ik of the effective 

struments that are used in the national defense at the present time, 
but this has bee r ‘coonized as a necessary part of this service. So, 
I appr ar here today to introduce Admiral Roser dahl who historically 
is recognized as one of the most outstandi e men in this field and, 

l 1 oT record behind him in the op ratio f this type 


I have great t confidence in him. When this program was initiated 
World War IL he selected this establishment as, L think, the first 
und it prove ‘er ost effective A lmiral Rosendahl 
mee Sikes. Admiral, we are very glad, indeed, to have you. This 
ms - well acqual ited with your great contributions to the 
‘lefer nse o » Nation and with the particular interest you have shown 
id the sery nyin have rendered in the field of lighter-than-air craft. 
Will you please p roceed. 
Admiral Rosenpanni. Thank you, sir. 


1?) 
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1. I apprec iate this opportunity to bring to your attention what I 
consider serious deficiencies in the airship components of our national 
defense. 

To the best of my knowledge, at least in recent years there has 
ap} neared before this committee no naval or other spokesman possessing 

1 genuine working knowledge of airships. Whatever may have been 
in s bein ig said about airships behind the scenes and within the 
sanctity of the Pentagon walls, the Navy seems to talk as little as 
possible | abionn them pub licly or to the Congress. Ap} are nithy, the 
assumption is that if just “peanut” money is asked for airships, t t} 
will never have to be a showdown on increasing or decreasing their 
numbers, o r indeed any positive : action with regard to such craft. New 
naval administrations, both uniformed and civilian, come aia vo, and 
year after year airship men hope in vain that the airship situation 

will be resolved forthrightly. Instead, year after year, it continues 
to be swept under th e rue. The attitude seems to be “Let the next 
fellow se ttle the airs! lip question. We've rot bigger issues, under big- 
ger pressures, to be met. 

3. The net result is that in the more than 40 years since the Navy 
became interested 1 in such er: ift, eee are still the vietims of indif 
ference, indecision, and indefensible vacillation. This unflattering 
situation is not due to a ny interservice comp lication at all. Rather, 
it is due solely to an almost unbelievable intra-Navy predicament that 
has been permitted to run unchecked, up to the present at least. 

Despite the satellites, space ships, and the problems thev present 
of interplanetary proportions, we must never lose sight of the vener 
able truism: “It is possible to be too quick in discarding, as well as too 
slow in adopting.’ 

To me,asa student of airships, that means that even as we move into 
the jet-atomic-missile-space age, aircraft of the lighter-than-air r family 
take on more, not less importance, and given the time, that opi nion 
ean be readily sustains d. Antisubmarine warfare and early warning 
are iailoeitalile two of the most serious problems in our nation | 


ere 


defense, and to both of these, airships can contribute ver ve ttectively. 
We seem to be realizing this slowly with respect to AEW, as voiced by 
the Assistant Secret: ry of the Navy for Air upon comp letion of an 
all-weather evaluation of blimps in Janu: iy 1957. But as for airships 
in ASW, and, indeed, for ASW in its entire scope, [am sented ot 
what the eminent naval historian, Samuel Eliot Morison, said, in part: 

This writer cannot avoid the conclusion that the United States Navy was 
woefully unprepared, materially and mentally, for the U-boat blitz on the At 
lantic coast that began in January 1942. * * * 

I regret that despite the lip service we pay ASW as the Navy’s 
highest priority task, we may be giving future historians reason for 
repeating that deserved World War II indictment. 

5. In my opinion, we are about to ive historians reason to repeat 
this indictment hot only with respect to airs! Ips, but more seriously 
to our entire defense against submarines. Similarly, in AEW we are 
failing to utilize suflicie ntly the demonstrated superior efficiency and 
economy of airships. This deplorable condition is due, let me repeat, 
toan Intra-Navy situation that in my opinion must be called to a halt 
be ‘fore | irre pars able - nage is done to our n: ition: | defense. Need Ajo 
early warning service in being now Is con ipletely obvious. and it is 
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just as vital to have a strong ASW force in being. It would be utter 
folly to expect to put life into either a skeleton ‘AE W or ASW upon 
some mythical paper mobilization. Only in the last few days, Gen. 
eral Norstad of NATO has said he believes a nuclear war would be 
won or lost in its first 30 days, even though the fighting might drag 
on for some time after the decision was irreversible. 

At this point of my necessarily abbreviated discussion, permit 
me to make my position clear. -I have neither affiliation with nor any 
remunerative interest in any airship organization, or indeed in any 
organization which presently deals direc tly or indirectly with airships, 
or conceivably might do so. My continued interest in airships derives 
from more than 18 years of intimate association with our airship 
pioneering during its most hectic times. I cannot stand idly by and 
see the airship project drag along without leadership and with no 
apparent rhyme or reason underlying the spasmodic, halfhearted effort 
put into it. This is not a pleasant situation for me as a naval officer, 
but one cannot speak fully and frankly on airships without being 
critical of the Navy. Iam confident that were a thorough and impar- 
tial investigation to be made of our airship history by an intelligent, 
analytically minded person or group, the net result could only be 
complete consternation that such a situation could have existed all 
this time. 

Time permits hitting only the high spots, so let me cite an exam- 
ple which may still be fresh in your minds. 

During fiscal year 1957, our airship strength, if we can call it 
strength with a straight face, was essentially 4 blimp squadrons of 
6 ships each for ASW, and 1 AEW squadron of 4 blimps being formed. 
The only other airship operating units were a small training activity 
at Glynco, Ga., and a small experimental squadron at Key West. 
Serving all blimps, but also carrying on numerous nonairship activi- 
ties were the naval airship bases at Lakehurst, Glynco, and Weeksville, 
N. C. All airship activities were existing on the very minimum 
financial and personnel support. 

9. On April 5, 1957, the Deputy Chief of Naval Operations for Air 
appeared before you gentlemen, on naval appropriations matters for 
the coming year, and said what little the Navy had to say about air- 
ships. He stated that blimps were one of five classes of aircraft used 
“to combat submarines,” and credited airships with “remarkable endu- 
rance, great range, and unique (submarine) detection capability.” 
He had a few similar words for blimps in AEW. No request was 
made for more blimps or for their further development, merely some 
minor funds to continue operating the few we had. Such support 
was granted. More recent evidence of belief in ASW blimps by some- 
one in the Navy is seen in the considerable space given blimps in the 
Navy’s All Hands magazine for April 1958, devoted entirely to ASW. 
Also, in recently assuming command of an experimental ASW unit 
called Task Force Alpha, Rear Adm. John S. Thatch said of ASW: 

This is like a chess game; each piece has a different value. By playing them 
together by using the sumbarine which has the biggest ears—the aircraft which 


has the longest punch—and the airship which has the quietest touch—you win 
your game. 


10. But on June 1, 1957, or less than 2 months after that, the Navy 
took a most contradictory step. It was suddenly announced that as 
of the 30th of that very month (June), and with no reason given for 
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such precipitate haste, 2 of the 4 ASW blimp squadrons would be 
decommissioned. The announcement was not made by the Navy De- 
partment, but by an airplane captain on the staff of the Atlantic Fleet. 
This captain explained that deactivation of these two ASW blimp 
units was contemplated “before the present hearings in Congress.” If 
that were indeed the case, why then had the Department’s top aviator 
said nothing about any blimp cuts to you of the Appropriations Com- 
mittee, and had in fact asked for funds for continuation of the same 
blimp activities for the coming year? Didn't the fleet left hand know 
what the departmental right hand was doing? Or was there deeper 
significance to this apparently uncoordinated situation ? 

‘11. There was still another contradiction. Less than 2 months 
after the JDCNO (Air) had told you gentlemen that blimps had 
qualifications for ASW work, the fleet staff captain described them 
as “obsolescent units.” What could possibly have happened basically 
in 2 short months to change the ASW value of blimps so radically ? 
If he meant that this particular class of blimp was now “obsolescent.” 
and if the DCNO (Air) was right about the blimp’s ASW capabili- 
ties, then following airplane custom why wasn’t the Navy seeking to 
replace them with up-to-date ASW blimps? Tha 

12. Despite their declared “obsolescence,” two squadrons of similar 
ASW blimps were retained. This seems a bit strange in itself. Who 
was the proper judge of the obsolescence of blimps? Neither the 
DCNO (Air) nor the staff captain had any intimate knowledge of 
airships. The staff captain’s immediate superior was a very junior 
airplane rear admiral with neither knowledge of nor affection for air- 
ships, and his three-star airplane boss had the same attitude. 

13. Still another contradiction entered this confused picture. In 
rounding up the latest information for a book I am writing, I had 
asked the Navy Department for its latest policy on airships. About 
3 weeks after the fleet staff captain had flung the stigma of obsoles- 
cence at ASW blimps. I received a reply dated June 17, signed by the 
Acting Director Air Warfare Division, containing the following: 

The current approved Navy policy covering antisubmarine warfare specifically 
includes airships and emphasizes improvement of airships and component equip- 
ment to achieve maximum effectiveness of the airship weapons system. 

14. So there we had the strange situation of the Department specifi- 
eally including blimps in ASW, 2 months after a fleet officer had 
called for cutting them. By whose rules is the Navy being run? Is 
it possible that neither the fleet nor the Department knew what the 
other was doing about airships, or didn’t bother to find out? Or was 
this a cleverly planned proposition ? 

15. But that still wasn’t all. In furtherance of the Department's 
policy of achieving “maximum effectiveness of the airship weapons 
system,” there was a small airship experimental unit at Key West. 
It was making good progress, but more and continued effort is still 
required to overcome the accumulated backlog of indifference to air- 
ship development. But then, lo and behold, this small but important 
blimp activity was practically neutralized by its so-called integration 
into an airplane development unit under an airplane man. In dollars 
and cents, this picayune nibble at airships means virtually no saving, 
but it was a blow to airships and a prime example of the Navy’s 
predilection to talking out of both sides of its mouth on airship 
matters, 
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16. Not even the commander of the Eastern Sea Frontier nor his 
staff airship officer had any knowledge of these ASW airship cuts 
until after the axe had fallen. Airship men were of course readily 
available to present the case for their craft, but I find it impossible to 
believe that oe possessing genuine airship knowledge was either 
consulted or heeded. Any pretended economy through this abrupt 
surgery on “tha smallest spec lalty and the most economical aircraft 
oper: ated by the Nav vy was crs i gehen hocus pocus unless cor respond- 
ingly the Navy’s entire ASW strength was being whittled down 50 
percent, which of course it was aa 

17. It was said also that the deactivation of these 2 blimp squadrons 
was to permit reassignment of about 130 airship officers and some 600 
enlisted men to other naval units. Since these men were not being 
separated from the service, there was thus no overall saving in man- 
power. At that time, the Navy had more than 72,000 officers and 
over 604.000 enlisted men. Yet to find a mere handful to fill allege | 
needs elsewhere, airships were ordered stripped of 130 out of their 252 
officers, and 600 of their few over 1,000 enlisted men. Another state- 
ment was made that the inventory of airships at that moment was 
adequate to provide for only two airship patrol squadrons. That was 
a strange statement indeed, as up to that very moment there had been 
four squadrons, and ce shor no aeronautical bubonic plague or 
other pestilence had suddenly y wiped out half their ships. 

18. In my opinion, the elimination of the two ASW blimp squadrons 
and the blimp experimental unit was illogical, ill-considered, and 
indefensible from any standpoint. 

19. But there is still another chapter to the dismemberment of the 
small airship organizaiton, and in this instance the Navy Department 
itself wielded the ax through the deactivation, or in nonbureaucratic 
language simply “closing” of the Naval Air Facility at Weeksville, 
near Elizabeth City, N. C. This is a small airship base which had 
served as the “home port” of the two deactivated ASW blimp squad- 
eo a helicopter squadron, a Navy motorcar pool, and so on. 

The closing of NAF Weeksville was even more unwise and 
unjustifiable than the cut in blimp numbers. 

21. Weeksville is 1 of 5 airship bases strung out between Massachu- 
setts and the tip of creo to facilitate, extend, and safeguard our 
blimp operations along the Atlantic seaboard. Lying about 50 miles 
south of the very important C hesapeake Bay shipping area, the Weeks- 
ville base is the middle link in this chain of airship facilities, with 
Lakehurst 242 nautical miles to the north, and the Blynco blimp base 
408 to the south. Without Weeksville, the air-route gap between 
Lakehurst and Glynco is 673 nautical miles, and not having Weeks- 
ville available for use, is to blimp operations like having one’s front 
teeth knocked out. 

22. Possession of such logically located facilities permitted flexi- 
bility and extension of airship operations otherwise not possible. An 
operation could be begun at one end and concluded at the other, in 
shuttle form. If hard pressed by fuel shortage or by bad weather at 
the home base, the other bases were available as safeguards. Every 
airplane operator knows how valuable alternate airports are, for no 
airplane flight either civil or military is begun without a designated 
alternate. Yet the airplane men who engineered the closing of Weeks- 
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ville seem to have ‘completely ignored the corresponding need fo 
Weeks\ illeasan alternate; urship fae ility. : 

23. The loss of Weeksville was not long in being fe It. A Key West 
blimp ret ing from repair work was unnecessarily ld up it Lake 
hurst several days by adverse weather along the route which could 
have bee 1) ch: micer d hi id Week: ville been available as a possible stop 
ping point. Later, the ski a of an AEW blimp returning from 
early warning service at sea, encout ntered terrific ally strong unpre- 
dicted winds between him and Lakehurst. His low remaining fuel 
supply forced him to look for an alternate field, and Weeksville would 
have met the need. Homers. the weather m: oe was such that with 
Weeksville closed, he had to go all the way to Bermuda where only 
emergency blimp facilities existed. There te had to land at the 
hands of an inexperienced ground crew in strong, gusty winds, and 
only good decisions by airship officers there and skillful handling of 
a tou zh landing were respons ible for saving the ship with but minor 
damage. The cost of that one blimp would more than offset the meager 
sin needed to operate Weeksville a whole year. 

The nonavailability of Weeksville has made itself felt also in 
iitaiag operation of ASW blimps with other naval forces in that 
area, and it similarly influences operation of AEW airships as well 
as the selection of positions at sea which can be filled by AEW blimps. 
When working out of Weeksville, the helicopter squadron based there 
enjoyed lots of available airspace, but when moved to Norfolk, these 
whirlybirds were forced to edge into the alre ady densely crowded 
ree of the Norfolk-Hampton Roads area. 

The disestablishment of Weeksville which in effect was the evis- 
Siciciin: of blimp facilities on the Atlantic seaboard had other aspects 
also of questionable wisdom. But the recently advanced reason for the 
closing of Weeksville stated as “reduced force requirements” really 
takes a prize. It reveals either an utter lack of understanding of air- 
ship operations or a complete disregard of them. On top of that the 
Navy says it has a mobilization requirement for Weeksville. For 
what reason that doesn’t now exist? And what mythical mobilization 
movement in World War IT can anyone honestly visualize? We are 
in mobilization period now, in many ways. 

26. Next, let’s glance at the possible savings to result from the clos 
Se Weeksville. 

. The Weeksville based helicopter, airship supply, and motor 
pool activities were not abolished but simply transferred elsewhere, 
and wherever they went their operating costs would be at least as 
much as they had been in Weeksville. In addition, it must have cost 
something to provide at their new homes, facilities comparable to 
those abandoned at Weeksville. An initial sum of three quarters of a 
million dollars (S707. 000) was allocated by the Department for the 
cost of closing Weeksville, but subsequently the Navy said the total 
would probab ly be less. This was to cover such items as mothballing 
airships; moving a helicopter squadron and a motor pool, plus their 
respective supplies; moving airship supplies and other corer 
moving personnel, their dependents, and household supplies; severan 
pay due ¢ Iv ilian employees; putting the base in a caretaker status. ‘A 
whole year’ sents lance and operation of We seville to serve air 
ships, helic opters motor pool, airship supply, and whatever else, had 
been a little over a million dollars, or mere “peanut” money as mili- 
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tary base costs go. We think nothing moneywise of losing fighter 
aire nes which cost consider ‘ably more each, since such craft were al- 

eady paid for out of earlier appropriations, and besides, replace- 
maateam always available for lost planes. 

28. The emergency saving of only one blimp through having 
Weeksville available would more than offset a year's cost of operating 
Weeksville, plus yielding assistance, efficiency, and safety to airship 
operations that cannot be measured in dollars and cents. If economy 
was indeed the inspiration behind the closing of Weeksville, someone 
must have had his blind eye to the telescope i in not picking on some 
of the really costly facilities where really appreciable economy could 
have been effected. 

29. Once the money requests for each naval aviation activity were 
presented to and approved by the Congress, they lost their individual 
identities by being dumped together in a grab bag as a lump sum, 
Based on the Navy’s representations in e: arly April 1 57, Congress in 
good faith gr: anted the requested funds, which included W eeksville 
and the two blimp squadrons deactivated 2 months later, and there- 
= the joker came into play. Once the lump sum is appropriated, 
the Navy does not have to spend it precisely as originally requested. 
So the Navy got the appropriated funds for W eeksville and the two 
deactivated blimp squadrons, but did not spend them on airships. I 
doubt that such funds will be returned to the Treasury. 

30. My guess is that this airship money either direc ‘tly or indirectly 
went into the supercarrier project. For, despite the fact that the star 
of the supercarrier has seen its zenith and is clear ly on the decline, its 
protagonists still seem to be fighting for every possible dollar to sink 
In these behemoths whose hot-war value has dwindled almost to zero. 

My recent study of such airship matters as I have discussed 
herein has, incidentally, led me to the belief that not only have air- 
ships but also both antisubmarine early warning and airborne early 
warning suffered from this insatiable supercarrier appetite for money, 
particularly antisubmarine early warning. Lack of time prevents my 
presently going into detail, but my suspicions as to the general neglect 
of our antisubmarine e: arly warning strength was not all: vyed to learn 
that while the Navy says it spends some 61 percent of its budget on 
antisubmarine warfare, its concept includes the attack-carrier task 
force, its concept includes the attack-carrier task force as part of our 
antisubmarine early warning strength, believe it or not. Furthermore, 
by the Navy’s own admission, as I can explain, the supercarrier is the 
most vulnerable type we have in the Navy today, and the cost of each 
attack plane carried by a supercarrier task force is no less than 
fantastic. 

32. I am aware of the published steps being taken by the Navy to 
overcome its glaring deficiencies in antisubmarine ear ly warning, ‘and 
my sy mpathy_ goes out to those officers, both aviation and nonavi: iation, 
now charged with pumping some life into our feeble antisubmarine 

arly warning setup in the face of belittlement of antisubmarine early 
warning by the domin: ating supercarrier element in the Navy. Their 
task is not eased by such differi ing views = . _permit such press he: ad- 
ae as “Admirals at Odds on Subsea Thre: 

As for airships in early warning Souitia the Navy has had 
one ve blimp squadron in operation since July 1, 1957. Operationally, 
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these airborne early warning blimps are under NORAD, the North 
American Air Defense Command under Gen. E. E. Partridge of the 
United States Air Force, and receive every possible consideration 
from NORAD. But from all other standpoints, this airborne early 
warning blimp squadron is administered through just about as cum- 
bersome and unsatisfactory an arrangement as could be devised. 
These blimps are at the bitter end of an involved Navy chain of 
command in the aircraft part of the Atlantic Fleet, under airplane 
officers whose attitude toward airships can be most charitably de- 
scribed as “unsympathetic.” Despite this esses barrier, this 
airborne early warning blimp squadron has turned in a remarkable 
performance, and it is now practicable to make a ‘alti irison between 
2 oy planes and blimps in airborne early warning. 

The patrol plane organization used in this comparison consists 
of 9 “squadrons, | of which is operative from the advance base and 
keeps 2 planes constantly on radar patrol. The other squadron is 
located elsewhere conducting training, but no productive patrol work. 
In addition, there are other patrol planes included in the aggregate, 
but absent undergoing major overhaul at the hands of a civilian 
contract service. The blimp squadron conducts its own m: jor over- 
haul. 

35. From accumulated experience, an accurate cost comparison 
is now feasible. On the basis of providing one continuous early 
warning operation : 

(a) Four times as many patrol planes as blimps are required. 

(b) Nearly twice as many officers, and well over twice as many 
enlisted men are required. 

(c) Gas, oil, and certain operating spares required per flight-hour 
cost 6 times as much for 1 patrol plane as for 1 blimp. 

(7) Operating funds for the patrol planes are 6 times those re- 
quired by the blimps, on top of which must be added the cost of 
contract major overhaul for the patrol planes. 

(e) Considering the grand overall initial investment, base support 
and all rye costs, blimps can do the equivalent work at no more 
than one-half, « ta ‘ly even better, of the cost by patrol planes. 

(f) In the aggregate. where blimps can supplant patrol planes, 
the savings in dance and manpower can be enormous. 

(7) The clinching argument is that even if its costs were the same 
as those of the patrol plane, the blimp does a generally more efficient 
eg station. 

In February 1957, General Partridge announced that an air- 
bites early warning blimp squadron would be stationed also in the 
Pacific, to operate out of Moffett Field, but the Navy has taken no 
steps to provide any more blimps for such purposes. Four new 
airships of the ZPG-3W class are on order, but they are needed : 
replacements for the present makeshift airborne early warning hinaoe 
which are wearing out. While awaiting the new ZPG-3W’s, we could 
have additional airborne early warning blimps of the present highly 
successful makeshift type, by merely modernizing it a bit and re- 
producing the improved version in adequate numbers. Now that 
the present airborne early warning blimp squadron has proven itself 


so successful, there is no legitimate reason for not giving NORAD 
more airships. 








Liov ‘ver, 1f seems obvious Trom pa perrormance that =s 1iOno as 
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particularly not Tor any service under an Air Fores piliana. Chus 


General Partric love Is eemingly in the unenviable situation of having 


to take whatever an hips the Navy cares to @ive him. fhe Navy's 
PEEL i cor Cee Se A ah YEN Sala, UE ees ag, FF. Bias oak ant ha Se a ole ieee 
attitude toward alrships 1s like that oF a big GOP Munchies on a huge 


beef f bone While guarding a much smaller one he really doesn’t want 


but won't let any oth ‘r dog have. 


37. Time does not permit discussing rigid or large airships except 


very briefly, | they too, can serve vers etfectively in the national] 
defense. The big ee lends itself very readily to adoption of 
ra _ P 
the nuclear powerpl: Wi I have read that in our thrashing about for 
} ] sake ‘ } on 4 \ 5 
» he: avier-than-air vehicle to use as a flying laboratory, we are even 
“ss ¢ a ae ~ Edrebtehs, ties vec | 
considering acquisition of a grounded British flying boat. If we 


ity want to be first with an atomic powerplant in the air, we could 
do so by adapting a nuclear plant to the rigid wrship, and get such 
a vehicle in Germany, if necessary, where airships are again getting 
rey 1) ed consideration. 

38. As an airborne early warning vehicle, the nuclear powered rigid 
airship possesses oreat advantages over anything else, surface or aur- 
borne. It could remain on station at sea for prolonged pel lods, chang- 
ing personnel and reservicing as desired, by means of airplanes that 
can be received and launched by the airship in flight. With its enor- 
mous carry ing Cc ipacity, the big airship could take aloft and operate 
with fresh, alert personnel, any and every kind of useful electronic 
and communication equipment desired. And what better antenna 
could any electronics engineer dream of, than the S800- to 1,000-foot 
hull of the airship itself/ On top of all this, the big airship could 
be armed with a number of euided missiles which it could launch 
against enemy aer ial devices or p lanes, from an advanced station 600 


or more miles at sea. This is not a fantastic conce ption at all, but one 
ratte within our grasp, and it : not the only useful way in which 
large airships ean contribute effects ly a our payonn d ‘fense. 
39. There are adequate answers an ‘+ utions to hy questions as 
vulnerability, Prou vd h undling, and any others. | t tll be only [00 


happy to make myself available to you on any mutually convenient 
occasion, to give you my detailed views on any aspects of the airship 
matter within hy knowledge and experience. Meanwhile, through 
this brief presentation it. Is my hope that I ean at least leave the 
thought that there are two sides to this airship question: namely, the 
wholly unrealistic attitude taken by the Navy, and that which the 


facts support. 

H(), My recommendations are: 

(a) Correction of airship administrative features by the Navy itself. 

(>) Restoration of naval air facility, Weeksville, to full active 
status as an airship base at once. 

(ce) Begin, at once, development of a modern antisubmarine airship 
and follow up with reasonable procurement. 


(72) In July 1955, the Navy showed in its plans for our huge naval 
base at Rota, Spain, provision for lighter-than-air craft, presumably 
for antisubmarine-avarfare duty at the approaches to the Mediter- 











rane I \ quoted as havir said t] Ie ( 
would dded Congress puts up t money Py bly. ne 
fic! est for funds has yet been made. This pro | 
mended " yr if once, 

(e) | lwoest ip net Pa ‘tride e be asked to appeal before vou 
committee, or to se t NORAD representative, to explain the u ‘ful 
ness of airships in airborne early warning. 

(7) Pro ision of wirbort e early warning blin 1s at once for thi 
Pacific airship squadron General Partridge announced in Febru 
ry 157 

(a) Institute an adequate study of meid airs Pp Vane ‘tent 
impartial group outside the Navy Department. 

Mr. Srxrs. Do you have an estimate of the costs ind the com 


mittee realizes you are not in cirect touch with budget matters now 
of the propos | that you have made? 

Admiral RosenpauL. Well, sir, as to the reopening of Weeksville, I 
know that the maintenance ancl operating allotment per anninn has 
been just a little over $1 million: about $1,200,000 or something of 
that nature. 

As for the cost of the development of the new airshi Ip, I do not 
know, but, certainly, we will not have to start from scratch. We have 
something’ to be on with, but what the airship needs, primarily, 


modernization. 
The a avy has on order four early-warning blimps of an entirely new 
class. Thos e are costing $10 million apiec ‘e because they aati rctically 


aloe tin ide. We also know the story of quantity produe tion affecting 
the price, so the pr ice hi as come dow hn consi ider: ib ly. 

It would not cost a creat deal to make a study of rigid airships, 
but the only way that it could be done, in my opinion, is on a com- 
pletely fair basis by some impartial group who can evaluate the 
thing from every st: indpoin t, including its national-defense and com 
mercial value, because thev are definitely tied together. Altogether 
the airship program could not be but a relatively small sum, as 
defense costs %O~. 

Mr. Sikes. We know that the Navy has been operating under 
budget limitations, and, possibly, those in charge of the Navy's 
program have felt they had to cut their pattern to fit the cloth 
rather than vice versa, but, as I recall it, the Navy has not requested 
funds of this committee to continue the operation of air facilities. 
That Is your understanding too, is it not ? 

Admiral Rost NDATIL. That is exaethy why I am here. | clisagree 
with the Navy thinking on that. I believe antisubmarine warfare 
is the biggest job: certainly. it is the No. 1 job of the Navy, and 
one of the biggest things that faces this country. ; 

Mr. Sikes. It. is p robably from submarines that the ereatest threat 
to our safety lies today. 

Admiral Rosenpann. Yes. 

Mr. Sil PPARD. ] had at serie ~ of questions in Thi mu dl wl en | came 
over here, but the admiral has answered most of them. My dc raered 
question was involved in what would the lighter-than-air job do that 
is not already being done by the revised concept within the Navy, 
and you have pretty liter: ally expressed your views on that, as far as 
the cost factors and disabilities are concerned. 
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Now, may I put it in my language—the ability of this ship to 
sustain itself at sea up to a range of some 600 miles, as it were, and 
its ability to hover as compared with other present-day devices, in 
your opinion give it a greater latitude of functional responsiveness 
than the present system; am I right in my thinking? 

Admiral Rosenpanu. Yes, the antisubmarine team is just that. 
Admiral Thatch expressed it very clearly the other day upon taking 
command of this new antisubmarine force. He said that we meet 
the submarine with the big ears. We need the airplane with the 
long punch. And we need the airship as the quietest member of 
the team. He did use those precise words, but very briefly he con- 
cluded that. That is exactly what the airship is. It is a member 
of the team, particularly in antisubmarine warfare. The blimp is 
the only air vehicle that can carry all the known detection devices. 
Furthermore, it can operate them with complete success and complete 
performance. But it is not limited to simply detection. It can also 
carry something like the Mark 43 torpedo or other armament which 
is just as effective from an airship as from an airplane. 

Mr. Sueprarp. What is your operational limitation, on a com- 
parative basis, in turbulent weather conditions ? 

Admiral Rosenpant. I have here a statement that the Assistant 
Secretary of the Navy for Air made in 1957. He made a public 
statement upon the conclusion of a 10-day all-weather evaluation test- 
ing run by blimps out of South Weymouth, and if there is time I ean 
read it. I think it isa very revealing statement on just what you have 
asked. It is a short statement, but I think it is important enough to 
get into the record. 

In other words, up to the last few years, people have had doubts 
about what the airship could do in bad weather, so a project was set 
up whereby a complete evaluation test was run, and here is what the 
Assistant Secretary said : 

On the 14th of January 1957, 11 days ago, we placed one of our lightest-type 
airships, a ZPG, on patrol in the north Atlantic about 200 miles off the east 
coast. Twenty-four hours later a sister ship relieved her on station. This turn- 
over was repeated on long intervals. The watch was maintained continuously 
on throu; gh some of the worst weather conditions the east coast has experi- 
enced in 35 years. These airships flew through snows, freezing rains, and winds 
at 60 miles per hour and turbulent conditions which at times kept all airplanes 
grounded. One airship flew in icing conditions for 32 hours on a 40-hour flight. 
Another one was airborne for over 56 hours. At 9:20 this morning the last 
flight landed at South Weymouth, Mass., successfully completing all-weather 
evaluation which provided a continuous airborne alert of over 10 days. We of 
the Navy are particularly pleased with this support since we feel that airships 
inherently offer many advantages of a radar warning platform. 

Mr. Sixes. Thank you very much. Your testimony is very valuable 
to the committee. 


Monpay, APRIL 28, 1958. 
Army NATIONAL GUARD 
WITNESS 


HON. FRANK M. COFFIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MAINE 


Mr. Stes. The committee is privileged to have this morning Con- 
gressman Coffin, who does excellent work as a representative of the 
State of Maine. 
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Congressman Coffin, we are privileged to hear you. We will be glad 
to have you give us your statement. 

Mr. Corrin. Thank you, Mr. Chairman and members of the 
committee. 

I wish to support a restoration of the Army National Guard ap- 
propriation at the 1958 level of at least $333,800,000. Such an ap- 
propriation would make it possible to maintain the strength of the 
Army National Guard at the approximate 400,000 level which pre- 
vailed at the end of last year. The plans for the proposed strength 
for the fiscal year 1959 of 360,000 represents a 40,000 cut in the 
strength of this most important segment of our defense structure. 
In my own State, it would mean a reduction of approximately 375 
enlistees, or the cut of 1 battalion. 

The proposed reduction in the National Guard program would have 
a serious impact on communities throughout our country that have 
been maintaining units of the Army National Guard. Such adverse 
economic effects would show up in armory drill and field-training pay 
to guardsmen and to the full-time specialists authorized to support 
the administration and training of the Army National Guard. 

Gov. Edmund S. Muskie, of Maine, in a letter to me, has expressed 
the basic arguments for continuing the program of the Army National 
Guard at its present level most succinctly and effectively : 

1. The National Guard is an organized, equipped, and trained military force 
in being, available to serve the defense and disaster needs of the States, as 
well as the emergency or war needs of the Federal Government. It has been 
organized, equipped, supplied, trained and housed at great expenditure of Fed- 
eral and State funds. This would not appear to be the time to reduce the ef- 
fectiveness which has been built at such expense. 

2. The proposed reduction in strength from 400,000 to 360,000 would require 
the discharge of 40,000 volunteer citizen-soldier members of the Army National 
Guard during the coming months. This reduction is in addition to a previous 
reduction from a high of 434,000 over the past year. 

3. In addition, the reductions in support are likely to seriously curtail train- 
ing, maintenance of valuable equipment, and the procurement of additionally 
required equipment. All this will tend to affect adversely our ability to main- 
tain proficiency as a striking or defending force. 

In view of Maine’s relatively exposed geographical position, I am particularly 
conscious of the need for on-the-spot, trained and disciplined, manpower re- 
sources to cushion the immediate impact of unexpected and surprise attacks in 
that interval of time before mobilization of national resources can serve our 
local needs. In such circumstances the Governor will have immediate and full 
responsibility to minimize the loss of lives and property. I realize that a line 
must be drawn between what is necessary and what may be desirable. It strikes 
be, however, that the line should not drop below the current level of support 
which is the reflection of a considerable period of experience, training, and 
previously defined objectives. I am sure that this level represented a compro- 
mise between the necessary and the desirable, and that we should not compromise 
further in the direction of reduced strength. 

I wish to add my support to that of Governor Muskie and the thou- 
sands of loyal guardsmen who are doing so much to provide an ade- 
quate defense force for our country and to provide for many needs 1a 
our States and communities in times of emergency. I urge again, 
Mr. Chairman, that we not cut the appropiration for the Army 
National Guard to the level recommended in the administration 
budget. 

The subject-matter of my comment is to support the restoration of 
the National Guard appropriation at the 1958 level. 








In the Statement that | | ive submitted | hy ve a let te lr fl hh) (rover 
nor Muskie, who writes in behalf of the State. We havea Vv active 
guard group in the State. The morale } high and the eut pr posed 
would mean a cut of one battalion in Ma but psycholo; lv it is 
a downplaying of the importance of this group of citizens that area 
link between the bulk of the citizen population and the defense ¢ fort, 


and they pro\ ide a< rps of people Wilo would be available hot only 
in al 1 emergency, which we in Maine for see might happen some day 
iaite we are in an exposed position, but it also takes away a corps of 
people who can interpret the defense needs of the country to the 
people at large in our means of providing an intelligent appraisal of 
these defense plans. 

I will just close by quoting the Governor's last few words in his 
letter. He says: 

I realize that a line must be drawn between what s necessary and what may 
be desirable. It strikes me, however, that the line should not drop below the 
current level of support which is the reflection of a considerable period of 
experience, training, and previously defined objectives I am sure that this 
level represented a compromise between the necessary and the desirable, and 
that we should not compromise further in the direction of reducing strength. 

Beyond that, I shall let the statement speak for itself and I do ap- 
preciate the time that you have given me. 

Mr. Srxes. It is an inconceivable thing to me that just a few years 
after the guard was being urged very strongly to build up its per- 
sonnel, and to expand its activities, we now find, with an estimated 
expenditure of probably S80 billion by the Federal Government this 
year, $80,000 million, we cannot find enough money to maintain the 
cuard at its present strength and to provide funds for the 40,000 
members of the guard that the administration has proposed be deleted 
from the guard rolls. 

I am thoroughly in accord with what you have said and I appreciate 
your coming here. 

Mr. Corrtn. I think one of the biggest factors in this whole war 
we are in is the power to minimize damage in the event of any attack 
on us, or any other kind of an emergency, that power to resist and 
keep morale aap communications and ordinary processes going, and 
I cannot think « . better group to spearhead and be a nucleus for 
this type of resistance and ret: wning powell rand morale power. I think 
it fits in very definitely with our overall defense, picture. 

Mr. Scrivner. This committee has always been aware of the value 
of the service performed by the National Guard, and in view of the 
background of some of us, perhaps any representative and any gov- 
ernmor can rest well ass ired that we are voiIng to see that their interests 
are protected. 

Mr. Corrin, ' 

Mr. Sixes. T 


hank you ve ry much, 


nk you very much, Congressman Coffin. 
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ArRuLIFr BY Civin Arr Carriers 


WITNESS 


MAJ. GEN. JOHN P. DOYLE, USAF (RETIRED), EXECUTIVE DIREC 
TOR, INDEPENDENT AIRLINES ASSOCIATI 


Mr. SIKES. We will now hear from M: ly. Gen. John P. Doyle, exec 
utive director of the Li lependent Airlines Association. 

We are glad to have you appear today, and we will be glad to hear 
your statement as executive director of the Independent Airlines 
‘Association. 

General Dorie. Thank you very much. I would like to introduce 
our general counsel, Mr. ( layton Burwell, who is here with me today. 

My name is John P. Doyle. I am executive director of the Inde 
pendent Airlines Association, Washineton. I). e. LAA is the trade 
association and agent for 24 supplemental airlines operating unde 
authority and control of the Civil Aeronautics Board. Our members, 
operating W ithout subsidy, have been responsib le for several outstand 
ing firsts in aviation history notably, the development of air coach 
transportation. 

Just prior to my retirement in June 1956, I comp yleted 4 years as 
Director of Transportation, Headquarters, USAF. 

My appearance here is as spokesman for a group oi ir carriers wl 
through force of circumstance derive most of their business from the 
military, principally in domestic troop transportation. The military 
will tell you that it regards us as an essential element of an emergency 
“fire brigade,” and our participation in the Berlin, Korea, Hungarian, 
and DEW line airlifts bears this out. 

Last February 5, the Honorable Dudley C. Sharp, Assistant Secre- 
tary of the Air Force, testified before the Holifield committee investi 
gating the Mi “e ary Air Transport Service, and ne ed with upprov: il 
remarks made by Mr. Mahon at the Department of Defense hearings 
last year. We, LOO, support Mr. Mahon’s position, which we fee] 
summarized in the quot: ition: 

I want to do anything we can for the commercial airlines, but I do not want to 
sacrifice the interest of our national security for private enterprise or anybody 
else. The overall national good must be the preeminent consideration 

We wish to make certain recommendations to you vhich we firmly 
believe are in the best ee of the ove a national eood. The fact 
that our industry 1ey dr: some possible nefits from these recom- 
mendations only serves to emph isize the re sree which this Nation 
must place on the commercial se fleet in time of emergency. 

You are all familiar ihe! he fact that this country is faced 1 
an airlift deficit in time of war. Total airlift resources are sim pty 
inadequate to the overall plans. Complete military self-sufficiency is 
economically infeasible, as you gentlemen ot the Appropriations 
Committee know. Therefore, it behooves the military to support and 
expand civil ca ipabili ty. 

| should like to make if erystal clear that we recognize the essen 
tiality of MATS. It is obvious that the national airlift requirements 
on D-day are many times the peacetime requirements. It is equally 


250905 5S o4 











1008 


obvious that the commrecial fleet will never materially exceed the 
number that can be supported by peacetime revenue from all sources, 
What is less obvious but equ: lly true is that in the fierce competition 
for the defense dollar we will never have a MATS capable of doing the 
entire emergency job single handed. 

Tt seems to me that there are two kinds of defense dollars. The 
weapons-system dollar that supports the research, development, pro- 
curement, manning, and training incident to our combat readiness 
and the administrative dollar that covers all other expenditures. To 
the degree that we can save administrative dollars, we can spend more 
on readiness without exceeding our resources. Peacetime nontactical 
airlift, we believe, is an administrative expense and we are specialists 
at nroviding it at minimum cost. 

It is fortunate that airlift is a less specialized part of any weapons 
system than the combat elements thereof. There is no civilian counter- 
nart to SAC or to an airborne division—there is in regard to MATS. 
To the extent this counterpart can realistically be diverted from peace- 
time activities, it can supply a large portion of the emergency airlift 
requirement. This is what the civil reserve air fleet program is sup- 
posed to provide. 

The role of CRAF will be crucial. This is the fleet of some 368 
overseas-canable civil aircraft that should be ready within 48 hours 
after the bell rings. The 37 of our members’ airplanes assigned to this 
fleet represent 20 percent of the cargo aircraft and 10 percent of the 
total force. 

To us the most amazing fact about CRAF is that it has never had 
more than a paner test of its effectiveness in its 7-year history. MATS 
itself is exercised continuously—in fact the need for such exercise 
is MATS’ habitual answer to complaints of competition from the 
commercial airline industry. Yet CRAF itself has never been tested. 
This seems shocking to me, not only because we do not know how 
well the civil fleet can perform, but also because we do not know how 
well MATS can absorb this reserve component into its own opera- 
tions. It seems to us that the overall national good requires at least 
some tentative answers to these questions, and the only way to get 
them is to run periodic tests. We frankly have grave doubts that 
the CRAF readiness is as good as it is supposed to be. 

You gentlemen know when you put two similarly trained and 
equipped military units together there is a shakedown period before 
they can work as a smooth team. The more their training or equip- 
ment differs the longer and more difficult the shakedown period is. 
That is particularly true in the matter of communications and pro- 
cedures. 

Mr. Scrivner. If IT get your point, you are suggesting and recom- 
mended some period during the year that the CRAF planes be tied 
in with an exercise right along with the MATS operations so that you 
can see how the two work together. The question naturally arises in 
my mind, What will the effect be on your civil oper ations if that is 
done? Will you have to have a rather substantial time to prepare, or 
would you want it more or less as a test emergency operation? How 
would you suggest that be done with the least disruption to civil 
operations ? 

General Dortr. T would say, sir, that the amount of time required 
would vary depending upon different parts of the civilian air indus- 
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try. To the extent that airplanes engaged in scheduled route type 
operations were called, they should have more notice. As far as our 
people are concerned, and particularly during the 9 months of the 
year not in the middle of the summer, I think we could have a very 
interesting test on no notice at all. I think we would find our people 
as they have done in the past—would be responding with no notice. 

Mr. Scrtvner. I think it is a good suggestion myself. 

General Doyte. You may be interested in the fact that we proposed 
such a test to the Department of Defense. The response to this pro- 
posal is worthy of your attention. We received a letter from Assistant 
Secretary of Defense Perkins McGuire, dated April 4, that the pro- 
posal had been turned down. We are informed that the Holifield 
committee received a letter from Air Force Secretary Douglas, dated 
April 5, that the Air Force had the proposal under consideration. 
There the matter rests. To us it is inconceivable that a serious pro- 
posal for the exercise of a vital military resource should produce such 
apparent indecision. We hope you will, in the interest of national 
security, take such steps that are necessary to insure that the CRAF 
program is something more than a paper tiger. Incidentally, Mr. 
McGuire stated in his letter: 





The presentation recently made by Independent Airlines Association to test 
the Civil Reserve Air Fleet (CRAF) plan has received thorough consideration 
by the Department of Defense. The preservation of those airlines comprising 
your association is of genuine concern to us. In any future military action, your 
group would unquestionably make a vital contribution. 

It is interesting that the estimated cost of the proposed test was 
slightly less than the cost of moving the cargo involved at going 
MATS contract rates. 

We find within the Department of Defense, the Air Force and 
MATS some reluctance to take the industry into their confidence or 
even to consult on common problems—unless it is after the fact and at 
our request. I will give you one outstanding example of this lack of 
cooperation. As you know, one of the greatest needs of the supple- 
mental airline industry is to modernize its fleet. Several of our car- 
riers had gone ahead with contracts to purchase DC—6’s or Constella- 
tions and plans to phase out their older equipment. Naturally, the 
revenue from their DC—4’s was going to help pay for the new equip- 
ment. But suddenly MATS, without notice and without consult- 
ing the industry, excluded nonpressurized commercial equipment 
from use when pressurized equipment was available despite the fact 
that even now over 400 nonpressurized aircraft are in daily commercial 
scheduled service in the United States. This amounted to a death 
sentence for the very means by which our people were going to mod- 
ernize their fleets, not only for their own betterment but for the 
national good. As a result, the new equipment contracts were can- 
celed to everyone’s loss. Mutual consultation might well have pro- 
duced a more reasonable solution on a phased basis. 

We also wish to call your attention to the fact that MATS has 
fallen short of the requirement spelled out by Congress last year that it 
should transport 40 percent of its passengers and 20 percent of its 
cargo by civil air carriers. 

Mr. Scrivner. That 40 percent was not limited to MATS. That 
seems to be the popular interpretation. That 40 percent includes 
other military carriers as well. 
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rerence report. 

Mr. Scrivner. We discussed the Senate report in conference. 

General Doytr. The need of some sort of guaranty of business to 
support eivilian in dustry needed 1 hn emergenc y has been re ‘oonized nN 
many ways The con ‘ept of ° nul Iti ple source’ > for essential supplies is 
one example with which you are f: ail ir. Another is the requirement 

1 the Merchant Marine Act that 50 percent of cargo shipped for Goy- 
ernment account on ocean vessels be shipped oh pris itely owned 
United States-flag vessels. This law, supported by the Navy in the 
1] ferests of hatiol | security, Is a WV ise provision to in ure us some 
ready sealift when the need comes, We recommend the adopt N} of 
2 similar law governing airlift. Such legislation, supporting as it 
would a civil airlift capability would unquestionably reduce capital 
investment to increase the size of MATS. 

We know your interest in economy while preserving our defense 

capability. Our industry is regulated by the Government in the pub 
lic interest as are other utilities. Yet only in the tri insportation 
field is regul: ated in¢ lustry forced to seek its revenues from the Gov- 
ernment on a low bid basis. We believe that this short term econ- 
omy has had a most destructive effect on our industry and hope your 
committee will direct recognition by the Phe paler y’ nt of Defense that 
procurement regulations were never intended as a ¢ ‘lub to depress tar- 
iffs. The (covernment is protected from aibansbidathe charges by the 
appropriate regulatory bodies. The air part of our transport in 
dustry must charge the same rates to civilian and military alike. As 
a result our tariffs have been depressed toa point that they are barely 
compensatory in order to meet rail competition at spec ial rates es 
tablished only for the Government. Despite your com imittee’s recog- 
nition of the value of a man’s time in 1956 and 1957, our industry 
must meet this one-sided competition large ly on a dollar bid basis if 
we are to survive. It may be necessary that your re ‘ognition be more 
forcibly expressed so that this dollar value of time isa posit ive factor 
in evaluation of transportation costs. 

There is another avenue for economy without in the least impairing 
our national security. I invite your attention to the widespread re 
fusal of coach type service for milit ary person! traveling as mn 
dividuals at Government expense despite the fact that approximately 
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one-half of the American traveling public fnds this servic quite 


satisfactory. The difl Terence of approximi ately 1 cent per passenger 
mile means an extra tax burden of over $7 million annually, based on 
1956 domestic military passenger travel. Our charter rates, to the 
extent a ser ices can be used. are still lower. 

We also suggest that if the military de] partments as matter of policy 
would increase use of the expedited service of air carriers as a means 
of reducing overall distribution costs, they would come closer to the 
congressional intent and Save administrative dollars at the ~aime time. 

Tosummarize: 
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should be tested While we ! il 


1. We think the CRAF plan 


small ment of the industry, we are the most readily available and 
problems are always easier to work out in miniature. 

We think the airlift industrv should receive the same leeislative 
help as that ext nded the merehant marine in ouarantee!ng a pel 
cent ve of Government business 

» We believe that the value of a man’s time ee l be a er SItiN 
eost fact« r if transportation mode 1S to be selected ¢ , A do lar basis 
{ We think economy can he achieved a iiad cae wse oT All 


coach- ype sery ice for indir idual and group movement at Government 
expense. 

Wea ck owledge that you gentlemen have a terrific job in determir 
ing th mount of money the Department of Defense should iF ive, and 
in seal ng sure that the overa}] national cood is protected. I can 
assure you that increased use of c¢ mimercial air Carrie I's coupled W ith 
an up- to-date, realistic ally tested CRAF program will produce more 
defense nirlifi for an emergency than we can hope to obtain in any 
other way. It is our supplemental air carriers that have historically 
been first to res pond in emergency and have most contributed to econ 
omy in pe wetime. 

[ thank you for the op portunity of appearing before you with this 
statement. 

Mr. Scrivner. In connection with the comment that I made a mo- 
ment ago, I will now read page 14 of the Senate report relating to the 
195s appropriation and relating to the operation of MATS: 

It is the wish of the committee, therefore, that within the 1958 appropriations 
for oy — n and maintenance and for military personnel the Defense Depart 
ment re fram expenditures for operating MATS and other Government-owned 
tr niart a ctivitie s sufficiently to permit the funds so reprogramed to be applied 
toward procuring the services of the United States civil air carriers to meet as 
nearly as possible 40 percent of the passenger requirements and 20 percent of the 
cargo requirements of the Military Air Transport Service. 

General Doyrir. I misunderstood your comment the first time. I] 
thought that vou were referring to the total Government ship business. 

Mr. Scrivner. I am just talking about the language to which you 
referred in the Senate report. There has been misunderstanding be- 
cause we have several Government-operated cargo and passenger 
carrying operations, and there seemed to be a misinterpretation all 
the way through that this related only to MATS when MATS is only 
a part of the cargo and passenger transport. 

Incidentally 9 | would like to point out fioures oiven us which show 
in the ease of a orave emergency approximately 2 a of the cargo 
would be carried by air anyway, which is really a very small portion 
of the amount of cargo that must be tr: ansporte “| when we get into an 
emergency condition. 

General Doyitr. May I address myself to that question for a 
moment ¢ 

Mr. Scrivner. Surely. I raised the point, and it would be unfair 
for you not to ‘omment. 

General DoYLrR. The amount of « cargo that would have to move 
would far exceed the air capability. I think that we all recognize 
that, sir. But I think we are all hearing a great deal about the ques 
tion of winning the battle of the oceans and the need of completing 
an antisubmarine campaign before we can expect much surface move 
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ment. Now, with the concept of a short decisive period in a war, I 
think it is anybody’ s guess the amount of cargo or the number of 
passengers, that would move by surface during the decisive phase 
of the war. 

Now, the occupation phase is another story. 

Mr. Suerparp. Let me ask you something. You are bringing out 
a point which in my mind creé ites rather broad coverage. From ‘what 
testimony we have had the impact of a short war will mean that your 
supply lines have got to be in status availability even for a short period 
of time. Now, if you took all the available aircraft and contributed 
it into an operational requirement for the military, what would be 
the total capacity sp ible for cargo and es purposes ? 

General Doyte. I do not have up-to-date figures on the ton-mileage 

‘apability available. I think those figures would more probably come 
from the Joint Chiefs. I think that I can say that the Ker ge re- 
quirements would far exceed the total tonnage capability. I did not 
say a short war, sir. I said a short decisive phase. I think that there 
is a big difference. It is during that short decisive phase that we have 
to move the stuff that has to be moved. And I think that there is a 
great deal of question that it will move by surface during that period 
until the antisubmarine warfare has progressed to a successful con- 
clusion. 

Mr. Suerrarp. While you have a submarine aspect—and there is 
no question about that—that does not in any manner decrease the air 
hazard that will also be involved by antiaircraft operations, fighting 
planes, and so forth, so there is a proportionate hazard involved in 
both operations. It isa matter of degree, is it not / 

General Dorie. I would say so. 

Mr. Scrivner. I was interested particularly in your statement at 
the bottom of page 7 relative to the refusal of the military personnel 
to use coach-type service for military traveling at Government ex- 
pense, and I assume that would also apply to larger sized groups. 
There are probably reasons. Of course, the transportation service 
provides that. I personally have had complaints from service per- 
sonnel who have been called upon to travel on some of these contract 
carriers and the service has not been good, and they almost have com- 
plained as to schedules, as to aborts. One group had three aborts with 
a private contract operation and the result was they lost a great part 
of their Christmas leave which they had coming back from overseas, 
and time was essential. So there must be two sides to it. I have not 
seen any statements that I can recall from the transportation service 
as to why this was not done, but I am quite sure there must be a 
reason. 

General Dorie. When I say “coach-type service” that applies to 
coach type service across the board, scheduled and nonscheduled. 

Mr. Scrivner. I travel coach type often when I travel. 

General Dorr. So have I, and I have ridden with some quite dis- 
tinguished gentlemen. 

Mr. Scrivner. I would request, Mr. Chairman, that we have Gen- 
eral Moore have the services prepare a statement in connection with 
this one paragraph and their reasons. 

Mr. Sixes. A very good question and one that I intended to ask. 

(The following information was subsequently supplied by the 
services :) 











1013 


DEPARTMENT OF DEFENSE COMMENT RELATIVE TO STATEMENT OF GENERAL DOYLE 
BEFORE THE DEPARTMENT OF DEFENSE SUBCOMMITTEE OF THE HOUSE APPROPRIA- 
TIONS COMMITTEE 


Department of Defense Instruction 4500.23 states that members of the mili- 
tary departments traveling as individuals will be provided first-class air trans- 
portation except that: : 

(1) Passengers may accept a lower class of travel when it meets the 
requirements of the military departments and/or the traveler, or 

2) The Government may furnish less than first-class transportation 
for members when exigencies require use of such accommodations. 

The foregoing policy allows for greater use of other than first-class travel as 
these services, such as coach travel, progressively improve. The existence of 
such a trend is evidenced by the fact that the total transportation charges paid 
to commercial carriers for air-coach travel in fiscal year 1957 exceeded the 
amount paid for air-coach travel in fiscal year 1956 by 85.06 percent. In con- 
trast, the increase for first-class travel during this period was only 8.51 percent. 

The establishment of a policy which would make it mandatory for an in- 
dividual member of the military departments to travel on other than a first- 
class basis would adversely reflect upon the stature of the military service and 
adversely affect the morale of individuals in the service. 


ARMY COMMENT RELATIVE TO STATEMENT OF GENERAL DOYLE BEFORE THE DEPART- 
MENT OF DEFENSE SUBCOMMITTEE OF THE HOUSE APPROPRIATIONS COMMITTEE 


While it is recognized that some savings may be effected by the increased 
use of coach-type service by the military departments, certain other aspects rela- 
tive to this proposal must be conside red. Public Law 600, 79th Congress, which 
prescribes the use of lowest first-class accommodations by the transportation 
facility used, is the basic law governing the use of commercial transportation 
space for all Government agencies and is implemented by the Bureau of the 
Budget and in appropriate regulations of the departments. 

The entitlement to first-class travel permits military personnel, traveling in 
connection with Government business, to occupy accommodations comparable 
to those furnished their civilian counterparts. Aboard aircraft having both 
first- and coach-class accommodations, occupancy of the coach section by mili- 
tary personnel is an embarrassment to the Army. Further, this suggestion 
caunot be considered by the Department of the Army unless the use of coach- 
type accommodations is considered suitable for all personnel of all agencies of 
the Government. 

With reference to the suggestion that the military departments increase the 
use of air-carrier services, it is felt that this determination should be made 
by the department concerned based upon military requirements. In view of the 
reliance of the military services during periods of mobilization or war on all 
modes of transportation, preferential consideration in the routine procurement 
of transportation will not be accorded one mode of transportation as against 
another. 


DEPARTMENT OF THE NAVY COMMENTS RELATIVE TO PoRTIONS OF A STATEMENT OF 
MaJ. GEN. JOHN P. Doy_e, USAF (RETIRED), MADE BEFORE THE House APPRO- 
PRIATIONS SUBCOMMITTEE ON APRIL 28, 1958 


1. Statement.—There is another avenue for economy without the least impair- 
ing our national security. I invite your attention to the widespread refusal of 
coach-type service for military personnel traveling as individuals at Government 
expense, despite the fact that approximately one-half of the American traveling 
public finds this service quite satisfactory. The difference of approximately 1 
cent per passenger mile means an extra burden of over $7 million annually based 
on 1956 domestic military passenger travel. Our charter rates to the extent our 
services can be used are still lower.” i 

Comment.—Current instructions provide for the use of passenger transportation 
services in a like manner for air, land, and sea media. 

It appears that it was the intent of the Congress as in accordance with the 
legislative history of the Career Compensation Act of 1949, that members of the 
uniformed services would be provided first-class transport: ition or allowances in 
lieu thereof based upon first-class fares. 








Since that time. regulations and directives have authorized first-class trans- 
portation for all members of the uniformed services traveling individually and 


their dependents. By separate legislation and directives, first-class transporta- 
tion is authorized for civilian employees of the Government and their dependents, 
Current policy does not prevent any person from accepting a lower Class of 
transportation when the lower class will meet the requirements of the mission to 
be performed and is satisfactory to the traveler. <A directive which would require 
a military person to travel on other than first-class basis is considered inadvisable, 
could be considered discriminatory, and would have an adverse effect on morale. 

2. Statement “We also suggest that if the military departments as a matter 
of policy would increase use of the expedited service of air carriers as a means 
f reducing overall distribution costs they would come closer to the 


intent and save administrative dollars at the same time.” 





( congressional 

Comment.—The Department of the Navy is cognizant of the possible savings in 
overall transportation costs through the use of airlift. However employing air- 
lift out of its proper role of rapid transport of smail loads and urgent items can 
be very expensive from a cost viewpoint and dangerous operationally. Along 
with the ever present necessity for conservation of funds, it is essential to evaluate 
the effect on fleet operational readiness of any logistic program which would tend 
«k levels of mobile operational fleet units and thereby make a major 
force dependent solely upon a continuing airlift for items critical to its combat 
capability Therefore the Department of the Navy is engaged in analyses to 
ascertain the actual scope of such savings and the results of such a logisties 
system In general, however, Navy policy requires the use of airlift within 
budgetary limitations where overall costs are reduced, provided there 
reduction to the operational readiness of deployed Naval forces. 


to reduce. st 


is no 


AtrR Force CoMMENT RELATIVE TO STATEMENT OF GENERAL DoyiE BEFORE THE 
DEPARTMENT OF DEFENSE SUBCOMMITTEE OF THE HoUSE APPROPRIATIONS Com- 
MITTE! 


The Air Force policy covering the procurement of commercial transportation 
provides that transportation officers will be guided by and pursue procedures 
consistent with the national transportation policy enacted by Congress in the 
Transportation Act of 1940, the declaration of policy by Congress to the Civil 
Aeronautics Authorities as contained in the Civil Aeronautics Act of 1938 and 
in appropriate statutes, laws, and Executive orders. 

Congressional statutes and congressional orders do not require or indicate 
in any manner that a Government agency should provide less than first-class 
accommodations for their personnel. On the other hand, they do anthorize the 
procurement of first-class accomodations for all official Government travel. 

It is the Air Force view that individuals of the Air Force when traveling on 
icial business are entitled to the same type of accommodations authorized per- 
sonnel of the other departments of the Government. The Air Force cannot agree 
mplication in General Doyle’s statement that individuals of the Air 
would be furnished accommodations that are less adequate or less com: 
fortable than accommodations provided other Government personnel. 

Air Force regulations covering individual type travel are in consonance with 
blic Law 600 (1933) and Executive Order 9946 (1948) which provide that 
t personnel traveling on official business will be provided the lowest 


cost Tirst-« ISS Tra! 


Pu 
Governmen 
wortation available. Air Force policy, as contained in para- 
graph 100108, AFM 75-1, provides that the form of transportation selected will 
be that which recognizes its inherent advantages, gives consideration to produc- 
tive time of nersonnel b Ing transported, expedition of Air Force business, econ- 
omy, and sound traft management This same puragraph sets forth the Air 


ree policy coverit the provision of accommodations other than first-class. 


‘Winimum standards Nothing herein will be construed as preventing pas- 
sengers from accepting accommodations with less than minimum standards when 
t meets the requirements of the Air Force and/or the traveler. Also nothing 
herein will be construed as preventing the Government from furnishing accom- 


modations with less than stated minimum standards for militarv and civilian 


personnel when it has been determined that exigencies require use of such ac- 


commodations ‘ 


With respect to trevel vin commercial air earriers. Air Foree nolicevyv. 2s set 


forth in paragraph 100305, AFM 75-1, provides that first-class transportation 
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will be furnished personnel when traveling in an individual status. This para 
graph further provides that services provided by supplemental air carriers are 
considered coach-type accommodations but may be used by individuals under the 
following considerations : 
(a) When scheduled carriers do not operate a service, or when space is 
not available on a scheduled carrier's flight between the desired points; and 
(b) When schedule of the proposed flight is satisfactory and will assure 
arrival to meet requirements of the travel orders and is desired by the 
member who is not in an individual travel status: and 
(c) Accommodations on the aircraft to be used are considered to be com 
parable to recognized standard of coach-type service with respect to comfort 
and sanitation; and 
(d) Use of such supplemental air carriers otherwise meets’ military 
require ments. 

In regard to the presence of civil-airline representatives at Air Force installa 
tions, paragraph 303003, AFM 75-2, provides that all passenger associations may 
be represented at Air Force bases for the purpose of providing information and 
issuing tickets. The same conditions and requirements apply to each association 

Current Air Force regulations and directives authorize first-class travel for 
individuals and also provide that passengers may accept lower standards when 
the requirement for travel so dictates. A policy which would require a military 
member to travel on other than a first-class basis is considered inadvisable. The 
standards of travel provided Department of Defense personnel should be com 
mensurate with the standards provided their counterparts in other Government 
agencies. In fact, they should be no less than the accommodations used by 
representatives of commercial organizations 

The Air Force employs the expedited service of air carriers as a means of 
reducing overall distribution costs to a large extent The Logair service provided 
to the Air Force by several carriers on a contract basis links a large number of 
Air Force bases and depots within the continental United States with scheduled 
cargo airlift. The use of Logair has increased steadily over the last few years 
for example, Logair expenditures were $18 million in fiscal year 1957, and are 
estimated to be $21.7 million in fiscal year 1958, and $22.2 million in fiscal year 
1959. 

Mr. Stxes. Mr. Ostertag. 

Mr. Osrertac. I have no questions. 

Mr. Sixes. Thank you very much, General Doyle. You have pre- 
sented a very interesting statement, and it will be helpful to the 
committee. 

General Doyir. Thank you for the opportunity. 

(Nore.—Additional statement of Mr. Doyle may be found on 
p. 1109.) 


Monpbay, Aprin 28, 1958. 


NATIONAL GUARD 


WITNESSES 


MAJ. GEN. WILLIAM H. HARRISON, JR., PRESIDENT, NATIONAL 
GUARD ASSOCIATION OF THE UNITED STATES 

BRIG. GEN. MARK H. GALUSHA, NATIONAL GUARD ASSOCIATION 
OF THE UNITED STATES 

MAJ. GEN. MAXWELL E. RICH, ADJUTANT GENERAL OF UTAH 
AND PRESIDENT OF ADJUTANTS GENERAL ASSOCIATION OF THE 
UNITED STATES 

BRIG. GEN. JOHN L. STRAUSS, GENERAL COUNSEL, NATIONAL 
GUARD ASSOCIATION OF THE UNITED STATES 


Mr. Stxes. The committee is privileged to have present Maj. Gen. 
William H. Harrison, Jr., president of the National Guard Associ 
ation of the United States, and adjutant general of the Common- 
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wealth of Massachusetts, and other gentlemen representing the Na- 
tional Guard. 

We are glad to have you with us, General Harrison. We will be 
interested in hearing your statement. 

General Harrison. Mr. Chairman, I am accompanied by Maj. Gen, 
Maxwell E. Rich, adjutant general of Utah, and president of the 
Adjutants General Association of the United States; Brig. Gen. Mark 
H. Galusha, and Brig. Gen. John L. Strauss, General Counsel of the 
National Guard Association of the United States. 

Mr. Chairman and members of Defense Appropriations C ommittee, 
[ am delighted to be granted this opportunity to appear before your 
committee as the representative of almost a half million volunteer 
citizen soldiers and airmen of the National Guard, the largest, most 
readily available and best dispersed Reserve force of our Nation. 

The National Guard is one of the earliest of joint Federal-State 
ventures, and history indicates that this relationship has proven mu- 
tually beneficial. While the Federal Government, in providing for 
the common defense, annually contributes the major portion of the 
moneys required for the support of the National Guard, the amount 
of State funds appropriated for this purpose is often overlooked. 
My own State of Massachusetts annually contributes about $1.8 mil- 
lion for its National Guard and it is my understanding that total 
State and Territory moneys expended in support of the National 
Guard approach $100 million annually. This system, whereby the 
States and Territories participate with the Federal Government in 
providing for the common defense, is unique in our time, and char- 
acterizes the historical relationship established by our forefathers 
in the Constitution of the United States. 

I am aware that you have received complete presentations and 
briefings by representatives of the National Guard Bureau in the 
Pentagon concerning both the Army National Guard and the Air Na- 
tional Guard, and illustrating for you the advanced state of training 
attained by those components in preparation for their Federal mis- 
sion. We are intensely proud of our accomplishments and progress 
and are convinced that both Federal and State Governments are re- 
ceiving full value for their funds. 

I would like to deal with the Air National Guard and Army Na- 
tional Guard appropriations separately. 


AIR NATIONAL GUARD 


For several years the Air National Guard has been developing a 
phased buildup under the guidance of the Department of the Air 
Force. Reasonable and steady progress has characterized this devel- 
opment. The Air National Guard has met all of the goals set for 
it by the Air Force, and has attained a capability far in excess of that 
expected. Asa result, personnel and units of the Air National Guard 
have been integrated into the active air defense of the country on a 
day-to-day basis. We believe that the proposed budget for fiscal 
year 1959, in support of the Air National Guard, is reasonable and 
adequate to continue its progress. Accordingly, we recommend your 
support of the amounts indicated in the budget. 

Mr. Scrivner. We have heard the Air National Guard presentation 
made by General Wilson with his usual enthusiasm, which is very con- 
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tagious. You probably realize you do not have to be concerned with 
that one at all. rr . 
General Harrison. I was not privileged to hear it, but I did hear 


about it. 
Mr. Scrivner. He does a fine job. 


ARMY NATIONAL GUARD 


General Harrison. The proposed fiscal year 1959 budget for the 
Army National Guard presents a different problem. 

Just about a year ago, the Army National Guard attained the 
unprecedented voluntary peacetime strength of 134,000 officers and 
men. Under directives issued by the Department of the Army, this 
ahs igure was cut back to 404,000 by December 31, L957, and 
was progr: amed to be at 400,000 by the end of fiscal year June 30, 1958. 
The budget for fiscal 1959 directs a further reduction of 40,000 in- 
dividual volunteers for a total of 360,000 in the Army National Guard. 
This would amount to almost 75,000 volunteer citizen soldiers being 
deleted from the guard in a period of a few short months. 

Mr. Chairman, we are seriously concerned with this proposed 1 
duction as it pertains to our national security. While we are on reco oa 
as being heartily in favor and support of the many new programs 
to increase our technological superiority in the futuristic weapons 
of war, we, at the same time, are firm believers in the maintenance 
of balanced forces. It makes little military or economic sense to us 
to destroy or discard large parts of our military shield in favor of 
reliance upon weapons only now on the drawing board or not yet 
operationally proven. 

Recent hearings before Subcommittee No. 1 of the Armed Services 
Committee of the House on proposed reductions of the Army National 
Guard indicated that this committee, and many Members of both the 
House and Senate, share these views. Moreover, both Mr. Brucker, 
Secretary of the Army, and Gen. Maxwell D. Taylor, Chief of Staff 
of the Army, stated at that hearing that their unequivocal recom- 
mendation had been, and remains, that the security of the Pare 
requires the maintenance of the Army National Guard at a strength 
of 400,000. Following the hearings referred to, the Armed Services 
Committee of the House adopted unanimously a recommendation 
urging that the Army National Guard be maintained at a strength 
of 4 M ) OQ 

Mr. Scrivner. That same suggestion was made before this com- 
mittee by members of this committee some weeks ago. 

General Harrison (continuing). And that sufficient funds be i 
cluded in the budget to provide for the number of 6-months trainees 
required to support that strength figure. It is our information that 
the resolution adopted by the House Armed Services Committee. 
relating to the strength of the Army National Guard has been offi- 
cially presented to this committee. 

We heartily indorse the strength recommendations of the Secretar y 
of the Army and the Chief of Staff of the Army, and the actions of 
the Armed Services Committee of the House of Represe ntatives, and 
strongly urge that this committee support those recommendations by 
the inclusion of the necessary amounts in the fiscal 1959 budget. The 
key to the maintenance of Army National Guard strength and con- 








1018 


tinued progress in attaining its training objectives is money for 
training; particularly that money which would provide for 55,000 
6-months trainees for fiscal 1959. 

We invite your attention to two other matters concerning the guard: 

In previous years, when representatives of our association have 
appeared to discuss funds for the National Guard, we have included 
our recommendations concerning armory and nonarmory construe- 
tion funds. There are no funds included in the budget for this pur- 
pose. Moreover, it is our understanding there is small, if any 
amount, remaining in the authorization for this purpose. When the 
military construction bill is presented to the Congress, we propose to 
request appropriate authorization, and thereafter, funds to continue 
the construction of National Guard facilities in accord with the Na- 
tional Defense Facilities Act of 1950, as amended. 

The remaining item concerns military pay. If the bill now before 
the (‘ong@ress in reasil oO the compensation of members of the Armed 
Forces becomes law, we believe that additional funds must be appro- 
priated to fund those increases in both the Army National Guard 
and Air National Guard. 


If additional funds are not appropriated, it will be necessary to 
fund the increase in pay from other important items which are al- 
ready at a minimum. The amount of such funds is a maiter of 
information available only from the Departments concerned through 
the National Guard Bureau. We ask that you consider this problem 
at the appropriate time. 
has provided for the continuance of the volunteer citizen soldier and 
airmen concept as expressed in the National Guard. We are con- 
vinced that this is true and we urge your continued support to the 
end that our country may remain militarily strong through the vol- 
untary participation of its citizens. 

Mr. Srxes. Thank you, General Harrison. I am sure that. the 
Congress shares your concern about the lack of wisdom of the pro- 
posals to cut both the conventional forces and the Reserve forces 
before the so called pushbutton war capability is an actuality. 

General Harrison, are there any ot her statements from your group? 


It has been said that only the wisdom and foresight of the ¢ ‘ongress 


STATEMENT OF MAJ. GEN. MAXWELL E. RICH 


General Ricu. Mr. Chairman and members of the committee, dur- 
ing the course of these hearings, the committee will hear, and have 
placed in the record for further study, a great many facts and com- 
ments bearing on funding for various activities in the national defense 
program. 

You will have, I am certain, a thoughtful and objective statement 
from Mr. Brooks whose subcommittee some weeks ago conducted ex- 
haustive hearings on the Army National Guard program. You have 
the comments of General Harrison, president of the National Guard 
Association of the United States, and the testimony of representa- 
tives of the Department of the Army and the National Guard Bureau. 

With your permission, I will confine my few brief remarks to one 
area of the Army National Guard program—the funding for an acde- 
quate input of young men who have had no active duty into the 
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§-month training program which is provided for by the Reserve 
Forces Act of 1955. 

As you know, the President’s budget provides for an input of only 
99,000 Army National Guard enlistees into this program in fiscal year 
1959. There will have been enlisted during fiscal year 1958, and 
awaiting orders to report for this training on the last d: ay of the fiseal 
year, a tot: al of 18,000 men. The 6- month training of these 18,000 
must be paid for out of the fiscal year 1959 funds. 

This means, of course, that only t000 young Americans, with no 
active duty, may be enlisted in the Army National Guard and sent 
off for 6 months’ training during fiscal year 1959. 

The House Armed Services Committee, as I am sure you know, has 
recommended that the figure 22,000 be increased to 55,000 and that 
necessary funds be provided for this number. 

L would like to go behind these figures for just a moment to show 
you just what basic changes are taking place in our reserve trainin 
program. 


Oo 


Reserve Forces Act, 1955, gave a young man a choice as to how 
best he might fulfill his military obligation. 
He could enlist in a Reserve component, take 6-month training, 

and serve a stated number of years in an Active Reserve unit. 

2. He could enlist for 2 years of active duty and following that, 
participate for 2 years in the Active Reserve. 

a. He ¢ yuld LW: Lit a a through selective st rvice for 2 years of 
tive cluty to be followed | 2 years of Active Reserve service. 

Many thousands of our young men have been choosing the 6-month 
program. It is a comp obey volunt: ary program, and. it allows a 


young man whose life’s plat nay not ‘contemplate extended active 
military service an op seutanien to rene der military service. In the 
case of the Army National Guard, it permitted maintaining adequate 
streneth w ith prop erly trained young sok — volunteers. 

By administrative actions in the past year, e Department of the 
Army, which pe nt — ions of tax dollars se ‘ling this program to the 
youth of \merica and their parents, has been cutting back the 6-month 


training program in favor al the forced Reserve participation of men 
who have served 2 vears of active duty. 


As Gen ral Harrison has warned ona number of oceasions recently, 
the Army is forcing us to abandon the historic volunteer concept of 
a military training in favor of an almost wholly conseript 
Reserve force. The ian is pushing the time-honored volunteer 
eit ize eal er out of the Ame rican scene, 

r do not believe this was the intent of Congress when it passe d the 
Reserve Forces Act, 1955. Furthermore, the continued red iction of 
the ] um! er of men who may enter the 6 month program is cle »} Vi oO 
opportunity to thousands of young men who would like to voluntee1 
for servi einthe Army Nation al Gruard. 

I would like to point out to this distineuished committee that the 
Department of the Army a vear ago made the 6-month program mat 
datory for Army National Guard enlistees. Now. it is failing LO ask 
for sufficient funds to sustain input of National Guard men into the 
program at a level adequate to maintain the Army National Guat 
at authorized streneth 


ly urge that this committee favorably consider the ap- 
propriation of funds to support a minimum of 55,000 nonprior service 
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National Guard enlistees in the Army’s 6-month training program, 
as wellas the funds to support the Army National Guard at a strength 
of 400,000 members. These recommendations are the same as con- 
tained in resolution No. 1 of the Brooks subcommittee, and unani- 
mously endorsed by the House Armed Services Committee. 

Mr. Srxes. Thank you, General Rich. 

General Galusha, we are always glad to have you pay usa visit. Do 
you have a statement ? 

General GaLusua. No; Ido not. 

Mr. Suerrarp. I have only one question. In the closing sentence 
of the second paragraph on page 4 of your statement, General Harri- 
son, you say : 

When the military construction bill is presented to the Congress, we propose 
to request appropriate authorization, and thereafter funds to continue the con- 
struction of National Guard facilities in accord with the National Defense 
Facilities Act of 1950, as amended. 

At the time that you are seek ing’ the authorization for increased 
facilities, which I am sure you will do at the proper time because they 
are not authorized by procedural conditions, we are precluded from 
putting them in. It might be well if you review with the general staff 
of the Pentagon those remaining facilities that so far have not had 
funds provided for them that were in the original priority list re- 
quirements. I think you will find in looking that list over there are 
possibly—and this is purely from memory—some 10 or 11 that were 
drop yped out. I understood geogr: aphically they are very much needed 
because of the potential National Guard requirements for training 
within geographical limits. I am merely calling your attention to that 
because it would be a help if both aspects were presented at the same 
time. 

Mr. Norreu. I have no questions. 

Mr. Scrivner. Gentlemen, I am sure you understand some of us on 
this committee have put in rather considerable time in the National 
ei ard and other Reserve activities and one of the things that we have 
vatched over a period of years is the detrimental effect of a constantly 
fluc ‘tuating program as has been previously pointed out to us, and as 
you point out in these statements. Here we build up under an im- 
petus, and almost a demand, up to 434,000. 

General Harrison. Yes. 

Mr. Scrivner. And the National Guard has always done a very good 
job of which they should be justifiably proud, and now we find a cut- 
ae k. Some of us in our thinking—even long before we had heard 
of the Brooks ikuniasaies action on the National Guard—felt that 
perhaps the best thing to do for the continued efficiency of the Na- 
tional Guard would be to eliminate as far as possible the constant 
fluctuation of strength up and down, up and down, up and down, be- 
cause you cannot make any progressive plans with that sort of situa- 
tion existing. And while we have not yet concluded hearings and 
have not yet written a report, the discussions we have had indicate 
that there is rather complete accord on the desirability of a steady 
strength, and the steady er ngth we discussed was 400,000. 

At that time I do not believe that we had the benefit of the state- 
ments that Secretary Brucker and General Taylor had also reac ‘hed 
that ficure, so it shows many minds working toward the same goal. 
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I trust and hope that will be done so that throughout the years the 
National Guard will not be faced with the question—if we ‘build up 
next year, are we going to be cut back? At the same time, I feel 
some of the sti itements made and some of the remarks that were 
brought by some of these orders have been overly pessimistic. When 
you cut a i0 percent item I cannot for the life of me see where you reach 
% divisions as some statements lead you to believe. The cut is only 
10 percent and it does not figure that great from my mathematics. 
So perhaps some of the appre ehe nsions have been overdrawn. 

Let us assume that this committee should make available funds for 
400,000 and go as far as this committee, being an appropriations com- 
mittee, could go to call for the maintained strength of 400,000, what 
effect would that have on your suggestion here of 55,000, 6 months’ 
trainees / 

General Harrison. If I may be permitted, I agree completely with 
Congressman Serivner. We are definitely concerned with the in- 
stability of the program and it has been our concern for a number 
of years. 

Now. with reference to the question of 55,000 trainees, it has been 
estimated that in order to maintain the strength of 400,000 we would 
have about 55,000 trainees to replace because of attrition those that 
would be lost during a period of a year. 

Further, Mr. Scrivner, there are two problems confronting the 
National Guard. The first one is on the strength and the recom- 
mended administration cut of 10 percent, from 400,000 to 360,000. 
Additionally, there is a further problem which concerns the Guard, 
and that is the new troop basis that has been established by the De- 
ae of the Army in i h, in that troop basis, six divisions of 
the National Guard are to be deactivated as combat divisions, and 
they are to be replaced by divisions on the Army Reserve side. 

Additionally, there are some thousands of nondivision units that 
are to be eliminated from the program. In other words, we under 
stand that in the total number of units between the 6 division and 
the nondivisional units there are approximately 1,800 units to be 
eliminated from the Army National Guard in this new reorganization 
of our new troop basis. 

Mr. Scrivner. If that is done, there is certainly going to be some 
new ones established of some type or character. 

General Harrison. Well, no, sir. What it is doing, it is deactivat- 
ing units that are presently good, well trained, of appropriate 
strength, well equipped units with good facilities, and replacing those 
units by units of the Army Reserve that do not have the same status 
or training, and do not have anywhere near the strength and certainly 
have not got the facilities. 

Mr. Scrivner. A 10-percent cut would not do that by itself. 

General Harrison. No. The 10-percent cut is on strength, indi 
vidual bodies. The approximate + O4- percent cut recomme snded by the 
Department of the Army in its new troop basis is a unit cut. 

Mr. Sixes. That is the pe ntomic cone ept, 1s it not ? 

General Harrison. That is partially true. It is tied in with the 
conversion of our infantry divisions to the pentomic division. In that 
reorganization—and the guard has been urging that for a year and 
a half, since the regular service has adopted that type of organiza- 
tion—we go along with that, and we recognize in that reorganization 
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we will lose probably 33 units in each division. 


Our present divisions 
are approximately 110 units. 


The new pentomic infantry division hag 
about 77 units. We ree ognize that there will be a loss of units in that 
reorganization. We are prepared to accept that in the main, but in 
addition to that they eliminate six divisions in the new troop unit 
basis. We have 27 now. They say we will retain 21, and beyond that 
they say that the additional corps and Army support units to sustain 
the Regul: ar Army and the guard divisions in the event of an emer- 
gency, th it we are going to lose about 1,000 or 1,200 of those units, 

Now, over the years, the guard has reorganized its units as required 
and requested | ry the Department of the Army. Some years ago we 
converted four infan try divisions to armored divisions that the De- 
partment of the Army wanted, increasing our total of armored divi- 
sions from 2 to 6. We have converted, I think, 10 or 12 combat teams, 
infantry combat teams, to armored cavalry regiments, t field artil- 
lery battalions and eroups, enginee ring battalions and ates that the 
Department of the Army at that time considered to in 
their troop unit structure. 


to 


he hecessary 


Now we ask only this—in this reorganization under the pentomie 
concept, we agree that we should have what the Army wants on a 
troop-unit basis, but we ask the opportunity, because of the fact we 


have these units in good streneth, 
vert 


A 


well trained, as in the past, to con- 
our existing units to the type units that the Department of the 








rmiy wahts 

Mr. Scrivner. That is reasonable. I do not have any favorites in 
any of the services, or any of the Reserve units, but the conclusion is 
inescapable that as the matters have been presented to us the cut of 
10 percent in the National Guard is an actual, physical cut of so many 
bodies 

General FTARRIson. Yes. 

Mr. Scrivner. Forty thousand, bringing it down from 400,000 to a 
proposed 360,000. . : 

Now, theoretically, the cut on the Arm) Reserve is 10 percent also, 
but when you see the actual strength—and I am now talking about 
physical bodies—the Reserve cut is practically a paper cut only 
because they have not vet reached the nu mber 1] 1 physical bodies as 
was provided them n streneth. So it would sonar on the surface, 
inasmuch as we do have these men in the N itional Guard some of 
whom are well] tral ied : an id some of course Ol nly shoht tly trained, which 
is natural, that eliminati ne these men and these units which are 
already in bei oO is & much more serious cut than some might think. 
Whe er the Army Reserve can vet up to tne st ‘enoth proposed 
[ do not know. Of course, you peinted out one thing that I think 
clese1 s me mp 3] n mely, t] At the National Gvuard is and 

lIwavs has bee volunteer orga ZATIO That is one of the big 
\ ues ol it. You sometimes fail to stress the importance of the 
euard and thi rvi which it performs and is always ready to 

rfor } wit] nt » States eee which other Res rve unit 5s are 
not called upo todo. It is an additi ne Senge You did int 
out and Il ho ld be stressed furt her. the : tu a] eash cont ibution 
which the States make in support of the Nati ad Guard units which 
they are not called up to make for the Reserve units. All way 
through there is no reg on for any National Guard member. whether 
he is an enlisted man or a ommi sioned officer, not to be justifiably 
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roud of the service which they are rendering and which the National 
Guard has rendered in the past. 

Members of this committee have lived with these problems so closely 
so long that they are thoroughly aware of all those conditions and 
those contributions, and as I stated earlier, I think, speaking as 
one member of this committee—and having talked to the other mem- 
bers over a long per iod of time—that as far as this committee can go 
the welfa re: = the National Guard is going to be very close to all 

of us and that we will do the best we can to preserve it so it may 
be ready and ab le to serve again, as it has in the past, in such a very 
fine way in the national defense. 

General Harrtson. Thank you. 

Mr. Manon. I wish to say to the witnesses and to you, Mr. Sikes, 
that I regret very much my inability to be with*you during this 
present ition, General. We have been very much interested in the 
guard, and we continue to be very much interested, and I am sure that 
Mr. Scrivner and others have listened very patiently and with great 
interest to your present: ition, and all the ‘Members of the committee 
will have your testimony before them. I will be most interested 
to read what you have said, and I think I can pretty well speculate 
upon what your recommendations have been. Your request will 
have very earnest and sympathetic attention, no doubt, by this com- 
mittee. 

General Harrtson. Thank you very much, sir. 

Mr. Srxes. Thank you very much, gentlemen. It is a great pleas- 
ure to have you with us. 


Monpay, Aprit 28, 1958. 


Army NationaL GUARD 
WITNESS 


MAJ. GEN. CLAUDE T. BOWERS, COMMANDER, 30TH DIVISION, 
NORTH CAROLINA NATIONAL GUARD 


Mr. Sixes. We are pleased to have with us this time General 
Bowers, who desires to address the committee with reference to the 
request for the Army National Guard. 

General Bowers. Yes, sir. Mr. Chairman, I do not have a prepared 
statement, and I shall do whatever your committee would wish me 
todo on that, sir. 

Mr. Sukes. Since we are running into the noon hour and the House 
is in session, I think it would be helpful if you would make such brief 
statement as you choose at this time; if you want to submit additional 
material for the record, we will be glad to have that also. 

General Bowers. Yes, sir. 

Mr. Srxes. General Bowers, we are very glad to have you with us, 
and shall be glad to hear from you at this time. 

General Bowers. Thank you, Mr. Chairman. I appreciate the 
opportunity of appearing as division commander of the 30th Divi-ion 
of North Carolina. 


25095—58——65 
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We are terribly concerned about what appears to be going on in the 
planning which is going to reduce our strength to the point where we 
will be ineffective. 

The present strength is approximately 11,500 men. Over the years 
our loss has been approximately 30 percent. For the July-December 
6-month period we would assume that our loss would be 15 percent or 
1,725 men. The present money available for 6 months or for that same 
period will result in our loss of 322 people which will leave us a 
reduced strength at the end of that period if we are not able to fill it 
from prior service people. Th: at will involve 1,403 men, or a monthly 
loss or reduction in strength of 325 people per month. 

The general] policy v forced this 6-month deal in without any money 
to support it, and it is my understanding that they still do not have it. 

If the present® reorganization goes through and we lose the six 
infantry letiiiins: we will lose approximately 2.1 percent of our 
federally recognized company-sized units, and the div: ision, of course, 
will be down to strength where our tr aining would be ineffective and 
the unit for any general use would not be effective. It could not be 
effective with that type program, sir. 

Mr. Chairman, the thing that concerns me more about this thing 
than anything else is the selective use of information that appears to 
go from the General Polic ‘y Committee on Army Reserves and Na- 
tional Guard affairs to the President, or to other people. 

I have several resolutions here that I understand the President was 
informed that the General Policy Committee had approved this pro- 
gram. If I may, I would like to read that resolution which they made 
at that time on this particular program : 

After careful consideration of the troop structure alone, and without refer- 
ence to the proposed troop basis or authorized strength percentages, the Com- 
mittee adopted the following resolution by majority vote: 

“Within the limitations imposed, the General Staff Committee on National 
Guard and Army Reserve Policy concurs in principle in the troop structure 
presented by Deputy Chief of Staff for Military Operations. However, the Com- 
mittee emphatically reiterates that in its opinion, the limitations imposed are 
contrary to the requirements of national defense, and urgently recommends that 
the combat strength of the Reserve components be supported with sufficient re- 
sources to maintain the currently organized 37 divisions in a balanced structure.” 

In addition to that document, Mr. Chairman, four of the guard 
members—and the president of the panel was a guard member and he 
was not voting—submitted a minority report. The only thing I un- 
derstand that went forward with this was that the Reserve ecommit- 
tee—the National Guard committee, approved this thing. I cannot 
see how they have approved it when they did not mention the minority 
report, and I cert: ainly shall not burden you with a reading of that 
report. 

However, it is the selective use of information with which we are 
concerned. 

However, in a briefing 2 weeks ago today by the Third Army we 
were told by the Department of Defense that this was it—this new 
troop struc ture. 

We are going to eliminate six guard divisions that are trained, and 
the majority of those units are housed and organized, and replace 
them with other divisions that are not. 

In no sense of bragging, I would like to give you this report on 
our last year’s inspection of my division: The Third Army is directed 
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to make a command inspection of our maintenance and equipment once 
a year. They made 985 inspections; 950 of them were superior, 
which is the top rating; 31 were excellent, which is the next rating, 
9 were good, 1 fair, and 1 unsatisfactory. _ 

Out of the 985, 950 of them were superior ratings. 

It appears to me, sir, that to eliminate those six divisions- and I am 
certainly not any better than the rest of them—and replace them with 
units that are not even activated in communities that the Army will 
never get the community support which we have had over the years, 
Mr. Chairman. 

They do not know how to get it. I have worked with them and 
lived with them for 37 years, and they do not know how to get it 
when you have to depend upon a voluntary force controlled by the 
Pentagon. It is going to have to be a drafted organization. ‘I here 
is no question about it, and I urgently request your committee to give 
us the necessary money to maintain us at 400,000. We have given 
vou a good outtit all of these year's, and will continue to do it, but 
we do need stability and we need it bad. This thing of having to 
come up here and fight for the privilege of the many days and hours 
of work that a National Guard officer does who pertorms a good job, 
and then have to fight for the necessary funds with which to do the 
job, makes one begin to wonder what is back of the program to 
tear it down. 

I am sorry, sir, that General Waynick is not here, but 1 am sure 
he will be here some time during the day if they will let him land. He 
does have a prepared statement. I live at Warrenton, and he lives at 
Raleigh. He asked me to meet him here, and we would go over his 
statement and check it before we came into your committee. 

But the weather was bad his morning, and they could not get off. 

Mr. Suxes. We understand that, and we are very glad to have you, 
You have given us a good statement, and if General Waynick is unable 
to land, we can accept his statement and print it in the record. 

General Bowers. It is very kind of you, sir. 1 am deeply grateful 
for the opportunity of making that statement. We need some help, 
and need it badly. 

Stability is what we need. We lack a sight of having it now, 

Mr. Sikes. You have many friends here. 

General Bowrrs. We appreciate it. 


Monpay, Aprin 28, 1958. 


ArMy NATIONAL GUARD AND ArMy RESERVE 
WITNESSES 


HON. OVERTON BROOKS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF LOUISIANA 
HON. JAMES P. S. DEVEREUX, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MARYLAND 
Mr. SHEPPARD. Gentlemen of the committee. we have with us 
this afternoon the Honorable Overton Brooks trom the creat State 
of Louisiana, who has a statement he wishes to present for the benefit 
of the members of this committee. 
Will you make your statement, please ? 








1026 


Mr. Brooks. Thank you, Mr. Chairman and gentlemen of this com- 
mittee. 

I have with me, gai iting the minority, General Devereux, of 
Maryland, and v app ir here at the instance of the Reserve Subeom- 
inittee of the Armed Forces Committee of the House of Repre sent- 
utives, 

We were requested in a resolution unanimously passed by the com- 
mittee to appear here in behalf of a strong National Guard and a 
strong Reserve. That resolution is incorporated in Committee Docu- 
ment No. 74 0f March 11,1958. 

Mr. Ch: uirm: an and gentlemen, this is the situation : 

Our Committee on Armed Services has always supported a strong 


Reserve and astrong National Guard. 
We believe at this] hour that this country needs a National Guard 

of 400,000 persons, and we need a rae not less than 300,000. 
With this idea in mind, we began hearings this vear, and these 


have since been completed. 

At the end of the hearings we unanimously adopted a resolution 
asking that all effort be made to maintain the guard at not less than 
100,000 in the Reserve nn | the Army Reserve at not less than 300,000, 

The resolution went to the full committee, and it was adopted by 
a vote of 34-0, just as it was written by the subcommittee, showing 
that the full Committee on Armed Services is just as strong as was 
the subcommittee on this particular matter. 

In our hearings before the Reserve Subcommittee, Mr. Chairman, 
we had such witnesses as the Secretary of the Army, Mr. Brucker; 
we had the Assistant Secretary of the Army; we had the Chief of 
Staff of the Army, General Taylor, a man of great. ability; we had the 
National Guard Association represented ; the Adjutant General’s As- 
sociation likewise was represented; the Reserve Officers’ Association 
took considerable time to explain the importance of maintaining a 
strong Reserve and a strong guard; the American Legion was there: 
and we even had representation from the governors’ conference. The 
governors’ conference had been meeting out in Denver, Colo., and 
they adjourned their meeting and flew from Denver, a committee of 
four, to come to meet before our committee. It was headed by the 
Governor of the State of Illinois. 

The Governor of Illinois said they had statements from 36 governors 
out of the 48 who unequivocally are supporting a National Guard of 
not less than 400,000 persons. 

The report on these hearings were unanimous. There was no oppo- 
sition. We were surprised when we read the recommendations of the 
President, submitted in his state of the Union message, to the effect 
that there should be an across-the-board 10-percent reduction in the 
streneth of the guard and in the strength of the Reserve. 

In other words, instead of a guard of 400,000, the recommendation 
was a guard of 360,000. 

Instead of a Reserve of 300,000, it was the recommendation that the 
Army Reserve be 270,000. 

Likewise there was a 10-percent across-the-board reduction in the 
size.of the Army. 

Personally I am against the reduction in the size of the Army, too, 
because the witnesses before the House Armed Services Committee 











showed we are jeopardizing the safety of the Nation in cutting down 
our manpower as we propose to do. 

That is not the purpose of my visit here, though. My purpose 
to convince you gentlemen on the need for st abilizing our National 
Guard and st: abilizing the Reserve strength, too, at a reasonable figure. 

Last year the guard went up to some 437,000 people. That was 
accomplished in this way : 

A year ago last January everybody with military background in 
this country was cry ing about the fact that the Reserve and the guard 
inthe Army were going to pieces because they could not get the volun 
teers. the enlistees. 

One paper and periodical after another complained because we could 
not get the personnel, so we had our subcommittee meetings. 

The guard and the Army almost came to blows over it. 

The An ma insisted that the guard have 6 months’ training. The 
guard said, “We cannot get our recruits if we require 6 months’ train 
ing. 

Asa result of extended hearings we brought th 1em toge ‘the Yr, one with 
the other, and they signed a memorandum of understanding which is 
set forth in Committee Document No. 15 of March 5, 1957. 

That memorandum of understanding states, and I will read it from 
subsection 6: 


It is agreed that the size of the Army National Guard shall be maintained at 
an authorized strength of approximately 400,000 for the remainder of the fiscal 
year 1957 and for the fiscal year 1958, and thereafter at such greater or lesser 


strength as may be determined in‘the annual appropriations of Congress; and 


it is agreed to use every means to maintain the guard at approximately the dete 
mined figure. 


That 1s 400.000. 

The Army agrees to supply sufficient spaces in the 6-month training program to 
allow the National Guard to reach this figure, taking into consideration the input 
in the guard from other programs. 

Mr. Stxes. What is the date of that document ? 

Mr. Brooxs. March 5, 1957. 

Mr. Suerrarp. Who was testifying at the time that statement was 
made ¢ 

Mr. Brooks. This was not in the testimony. It was after the testi- 
mony was completed. 

Mr. Sixes. Issued by whom ? 

Mr. Bro ks. The chairman was authorized to have the document 
prepared. ‘Then we sent it over and the Secretary of the Army signed 
the docume nt. 

Then we called in the leaders of the National Guard Association, and 
they signed it. They had a resolution supporting it. It is agreed in 
this document, that I just referred to, that if necessary the power to 
release persons from the active Army early, shall be used to mainta 
the streneth of the National Guard at LOO.000, 

(Discussion held off the record.) 

Mr. Brooxs. As a-result of this we insisted that that statement be 
placed in the memorandum of understanding because the guard wanted 
the assurance the ‘re would be no reduction. 

That stipulation was placed in the memorandum of understanding. 

Everybody agreed and we thought our problem was over. 
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Then what happened? Within 90 days after the guard agreed to 
the new training program, that the le: ast training any member of the 
guard should have would be 6-month training, within 90 days the 
recruits were running out of the ears of the gu: ard and out of the ears 
of the Reserve. They couldn’t handle them. Within 90 days the 
whole complexion changed and the Defense Department began to pass 
out rumors that they would have to cut down the number of 6-month 
trainees because there were not spaces in the guard and the Reserve 
to take care of the program. 

Therefore between January and July 1 the entire personnel com- 
plexion of the guard and the Reserve changed, and largely because we 
brought them toegther and because they agreed on a 6-month training 
program. 

Members of this distinguished committee, I want to sav paren- 
thetically that this committee has a good understanding of the prob- 
lems of the Reserve and T am very happy that this matter is in your 
laps and you are the ones who will use your judgment and show your 
abilities in working out this problem. TIT know you have the under- 
standing and the background necessary to do the job. 

Mr. Srxes. I want to state that the gentleman from Louisiana has 
been one of the great leaders in this fight, and it has been a fight all 
the way, to pass legislation which could make possible the effective 
and strone Reserve components which the Nation needs. His leader- 
ship has been very valuable. 

T would like to ask, Mr. Brooks, if you are going to discuss another 
matter which is of great interest to the guard, and also to the Reserve, 
and that is the new plan for organization which has been advanced 
under the pentomic concept and which has caused quite a bit of con- 
cern among the members of the Reserve components because of the 
possibility of wholesale shifts in units and actual elimination of 
valuable units. 

_ Brooks. I expect to touch on that; yes, sir. 

I thank the gentleman kindly for his complimentary remarks. 

I want to continue with what I had to present to you. We had 
expected, because of the plea that they could not get the recruits, that 
the armed services would take advantage of what they now call the 
obligors coming out of the Regular Establishment. 

In other words, as of August 9 last year, every man who leaves the 
armed services after a tour of duty with the armed services is obli- 
gated to go into the Ready Reserve, and almost all of them for addi- 
tional training in the Ready Reserve. 

We estimated at the time of the committee hearings that these 
obligors coming out would be more than sufficient to take care of the 
spaces in the National Guard and in the Reserve. 

Much to my surprise I learned that the obligers are not all being 
used in filling up the Reserve Establishment. 

My information is that a great many of them are not being trans- 
ferred to the Ready Reserve and being trained. 

The Department seemed to be relying more upon the 6-month train- 
ing program. I think the 6-month training program is excellent, and 
[ have no criticism, but I will say this: There is an obligation to all 
men at the end of their tour of duty to go into the Ready Reserve and 
to train. 
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If the Department does not take advantage of that obligation, 
sooner or later there will be trouble. 

Mr. Suerrarp. Is it not more or less understood by those in com- 
mand positions and your committee that that proc ‘edure was to be 
followed and not neglected ? 

Mr. Brooxs. Not “only understood, but we asked them repeatedly 
what facilities they had and what units these men would be placed 
in, and matters of that sort. 

They repeatedly assured us that full advantage would be taken of 
the services of all of these obligors coming out of the Military Estab- 
lishment at the end of their tour of duty, but that has not been done. 

As I understand it, there are two reasons: The No. 1 reason is that 
they are raising the standard of the Reserve, and the new inductees 
under the 6-month tri aining program have a higher standard than 
they will get from the ob ligors coming out of the Regular Establish- 
ment in many instances. 

Secondly, the *v hi ve difficulty with some of the obligors in training. 
A man has served 2 years under the draft, we will s say. He is out, 
and at the end of 2 years he feels he has done his duty and they ought 
to leave him alone. Therefore, these men are not being put into active 
training in the Reserve Establishment. As a result of it, the reliance 
will be more on the 6-month program. 

I mention that fact only because it does make a difference in the 
cost. The 6-month training program will actually cost the military 
more money than the use of the obligors who have already been 
trained. 

Here are the figures we have here: The Army Reserve will cost 
$242 million for the fiscal year 1958. 

The Army National Guard will be $333,800,000. The Army esti- 
mates it will cost, in order to train and handle the maintenance and 
supervision of the guard and the Reserve, some $97.5 million. 

For fiscal 1959, we have these heures : The Army Reserve estimated, 
and this is in the President’s budget, it would cost $185 million, and 
the Army National Guard $290 million, and the operation and main 
tenance of the Army in support of the guard and Reserve would 
be $90 million in addition to that. 

As proposed, to complete the guard at 400,000 and the Reserve at 
300,000, we would have a cost we estimate of Army Reserve, $213 
million; Army National Guard, $336 million; total cost for opera- 
tion and maintenance in Army support of guard and Reserve, $111.4 
million. That is, substantis ally, the cost. 

The one item in cost which I looked at a little askance i is the cost 
to the Army for additional support of the guard and the Reserve 
which they would have as a result of maint: uning a guard of 400,000 
and a Reserve of 300,000. 

I question, to some extent, those figures, and I respectfully sug- 
gest, Mr. Chairman and gentlemen, that, as your committee goes 
into it, you question their figures, the cost that they ascribe to the 
training of the 6- month trainees. That is a cost which is intermeshed 
in the operations of the Army, and you cannot separate it from the 
rest, so 1t is more or less an estimated cost. 

Mr. Suerrarp. Do you figure that is slightly excessive 
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Mr. BROOKS. That has been my experience. For inst: ince, they 
figure a difference of $21.4 million for training the additional 40.000 
in the guard and 30,000 in the Reserve. 

Mr. MILLER. Does the centleman have ¢ fn breakdown on the tr aining 
costs, aS Oppos ed to the fixed costs of uniforms, equipment, and pay? 
How much is in the estimate for the general Army cost for conducting 
the training, independent of the individual cost per man for foe 
subsistence, and pay ¢ 

Mr. Brooks. I don’t quite follow what you mean. We have the 
cost for the 6-month trainees here. 

Mr. Mixxer. I wanted a breakdown. I gathered that the gentle- 
man thought the estimated costs might be excessive / 

Mr. Brooks. That is right. 

Mr. Minier. Of course, there are some known factors, such as uni- 
forms, equipment, subsistence, and pay. That is a fixed figure. 

Mr. Brooxs. That is right. 

Mr. Mitier. When that is taken from the | igure, the overhead of 
what it was costing the Army to give the training is the area in which 
you think they might be overcharging 

Mr. Brooks. Here is the figure we have « on th it. The operation and 


maintenance of the Army in support of the guard and the Reserve is 
$21.4 million. That is the estimated cost. “Of course, that is super- 
vision. A man might be in uniform and serving his supervisor, and 
you would have some of those costs regardless. 

Mr. cede. That must be the figure, then. That does not include 
the pay an id subsistence and allowances per trainee. That is the over- 
head you speak of 


Mr. Br OKS., Plus the pay and allowances of t he 6-m h man on 

ive duty. 

Mr. Mutter. It includes that ? 

Mr. Brooxs. No; because that is separately figured here. In the 
Army Reserve, that would be $28 million. in the —— National 
Guard, the pay and allowances and uniforms would cost $38 million. 

Mr. Miuier. Those figures must be firm. 

Mr. Brooks. Yes. 

Mr. Mriiuer. It is the $21 million that you might think be high? 

Mr. Brooks. That is right. 

Mr. Mitier. And I agree with you. 

Mr. Brooks. I will tell you why I think it is high. For the fiscal 
year 1958, the Army estimated its operation and maintenance in 
support of the guard and the Reserve at $97.5 million. Under the 
President’s recommendation, which is 40,000 fewer guardsmen and 
30.000 fewer reserves, they estimate the cost to be $90 million, a 
differe: ‘e of only $714 million. 

But when we go ahead and restore that 40,000 and 30,000 the costs 
are figured at $21.4 million instead of $714 million. 

There might be some difference between last year and next year on 
son 18 COS ts. For instance, they pay might be higher and the food 
might be a little higher, but there is enough difference there to make 
me wonder whether or not there is firmness in that figure or whether 
it could be scaled down. 

Mr. Wurrren. I would like to join with my colleagues in comple- 
menting the gent leman from Louisiana. I have heard of his work in 
this field and other fields. 
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I have noted Mr. Brooks’ long fight to have an adequate National 
Guard and a Reserve program. Does the gentleman attribute this 
recommendation for reducing this strength to what I have always 
thought I detected, a disinclination on the part of the regular service 
for really having a strong Reserve program 4 

Throughout the years, according to my own observation, the *y have 
constantly given the gentleman and his committee and members of 
this subcommittee excuses and reasons why the Reserve program 
would not work. 

Largely through the efforts of the gentleman present we have 
changed the law so that_ we provide for an adequate Reserve. 

Since there is such a law it seems they want to go at it another w ay 
to reduce the strength of the Reserve program. 

Have you had that experience? 

Mr. Brooxs. I want to say this to my distinguished friend from 
Mississippi: 

For a while it was a question of not being able to get any personnel, 
any suitable amount of personnel, for the Reserve or the guard. 

Then all of a sudden, when we work out oh prob lem and the per- 
sonnel begins to pour in, you get the reverse English and they say, 
“We don’t need those. We will cut down the program.” 

That all happe ned within 90 days. You natura lly clo look askance 
at that sort of situation when it is pres sented to you 

I recognize this: The Reserve in time of war is indispensable and in 
time of peace sometimes we are apt to forget what it has meant to the 
country. 

As to Korea the Navy testified a number of years ago that some of 
the major capital ships of the line were being run—90 percent by 
trained reservists 

The Air Force at one time had 91 percent reserves in Korea out of 
a total of 100 percent. 

The Army had a high reserve population in the Far East during 
Korea. 

You know you cannot get along without your Reserves. 

Mr. Wuirren. I agree with you, and I would stress that through 
the years, when the regular services were making excuses as to why 
we did not have adequate people for a strong Reserve program, they 
were constantly pointing out why but insisting they were really for 
such a program. 

Now that through the centleman’s efforts and through the Congress 
we have changed the law where they do have adequate personnel appar- 
ently they are reversing the: r po ition. I take it this recommendation 
isan indication that that is true. 

Mr. Br IOKS., They didn’t feel they needed the personne] they were 
clamoring for at one time. 

{ want to say this: We on the Reserve Subcommittee of the Armed 


1 . . . . . . . -, 
Services appreciate the fine cooperation we get Trom this committee 
re 7 . ° . 

This IS a committee which we eniov working with, and there 1S a 


cooperative position for us to follow here because we are legislative 
and you are putting up the money. We do not deny nor do we feel 
any decree ot iealon 3) of you ; pre roo itive S of pi lt ting up the mone \. 

There are some mma you can do, though. As you put up money 
for the Reserves, if you gentlemen of this Subcommittee on Appropria- 
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tions will watch out for those areas where you can tie your money for 
use of the Reserves it will be helpful. 

For instance, we have had trouble, as you know, in getting money 
that you have appropriated for the Reserve program spent for that 
purpose. The tendency is to deviate and set it aside for another pur- 
pose. 

Mr. Suerparp. That is why we are hopeful of your committee ad- 
dressing yourself to that subject matter so far as transferability might 
apply. 

Mr. Brooxs. I would like you to say a little more on that. 

Mr. Suerrarp. Perhaps I might be talking too much. 

Mr. Brooks. At any rate, that can help a great deal. 

We had difficulty getting $10 million released for armor y construe- 
tion programs. I think it is finally released, but there was no reason 
why we should have to fight to get money that you appropriated for 
Reserve facility construction allocated to that purpose and not di- 
verted to another purpose. 

Mr. Sikes asked me about another matter, and that is the moderniza- 
tion of the National Guard. 

They testified at length before our committee about the need for a 
pentomic guard. 

I think you have to have a pentomic guard. I think if you did 
not have a pentomic guard you would have more trouble with the 
guardsmen themselves than anybody else, because the guard wants 
to feel it is the first line of Reserve defense, and it is. Therefore the 
rank and file and the officers in the guard want the pentomic concept 
for the guard. 

In working that out we had hearings. Our committee felt the best 
way to approach that subject, since they did not have a definite plan 
that they could give us, was to say, “All right, you go to the governors 
and submit your plan to each governor of the United States and get 
the approval of those governors. 

“Then when you get approval of the governors come back to the 
subcommittee and you will find a sf aang subcommittee.” 

That is where they are now. They have teams organized to go down 
to the Governor in Mississippi and in California and in Arkansas 
and all over the United States to show the Governor what is the plan 
for the guard in that State. 

When that plan is presented to the Governor I am satisfied he will 
want a pentomic guard. 

Mr. Miter. I take it the gentleman favors, and I am sure we all do, 
the modernizing of our Reserve and guard units. Any reshuffling of 
organizations, particularly when you are somewhat handicapped by 
geographic areas in which these troops live, presents a grave problem 
right there, does it not ? 

Mr. Brooks. It isa serious problem. 

Mr. Minuer. Is it not a fact that it is made greatly more difficult 
if it has to be done at a time when you are decreasing the manpower 
which is to be reorganized ? 

In other words, it is difficult if at the same time you are required 
to arbitrarily reduce the strength of the forces involved. 

Mr. Brooxs. The gentleman is eminently correct. 

If you maintain your guard by putting up appropriations of 
400,000 and stabilizing it, you will have far less diflic ulty with the 
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governors of the several States in putting into effect the pentomic 
program. 

Mr. Micuer. As a matter of fact, even if we had to reduce over the 
years, and I do not concede we do, but if we had to make a reduction 
in bodies of the personnel available for these units, it would be the 
worst possible time to do it when you have to make a general reor- 
ganization. Is that right ? 

Mr. Brooxs. Certainly. It just multiplies your problems many 
times as a result of contracting the guard and at the same time try- 
ing to modernize it into a pentomic unit. 

Mr. Miter. Where in some places you might have to have a bat 
talion where you now have a company or a platoon, the more you take 
away from the material you have to adjust with the more difficult it 
is. Is that not obvious / 

Mr. Brooks. That is right. 

I believe the governors will be reasonable with reference to this 
matter. They want a modern guard. 

The guard will be vitally important to this country in the future 
because with your NIKE setups defending the large cities and the 
great indus trial communities and areas throughout the country the 
guard fits into that pattern perfectly. 

You can train your guardsmen to man these NIKE batteries around 
great, industrial centers, in your State and my State and 1 in all of the 
States, and they at home w ill be available within 2 or 3 hours. perh: aps 
less, to man those batteries, to defend this country ¢ against invasion 
by use of airpower, especially missile invasion. 

Therefore | think your guard will be vital, and I will plead with 
you to stabilize our guard at 400,000, 

Mr. Sueprarp. You are not averse to increasing the number of 
6-month trainees ? 

Mr. Brooks. Oh, no. 

Mr. Suerparp. You are definitely for that aspect ? 

Mr. Brooks. For ine reasing the number of 6 months’ trainees. That 
training program is very successful. 

Mr. Suerrarp. And you want money to support the 400,000 in its 
entirety ? 

Mr. Brooks. That is right. 

There is one thing in conclusion that I want to mention. 

In previous years the language of appropriation bills have set the 
strength of the Army Reserve exclusive of the 6 months’ trainees 
and the strength of the Army National Guard inclusive of the 6 
months’ trainees. 

If we would adopt the same language for both it would eliminate 
confusion and it would be very helpful in that respect 

Mr. Suerparp. Specifically, what is your suggestion ¢ 

Mr. Brooks. That all the laneuage covering the euard and the 
Reserve refer to it as being inclusive of the 6 months’ trainees when 
describing the strength of the Army guard and the Army Reserve. 
Then there will be no feeling of differential between the guard and 
the Reserve. 

Mr. Sueprarp. It isa matter of operational equity. 

Mr. Brooks. That is right 


Micht I vield now to my colleague, General Devereux / 
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Mr. Devevevux. I do not have a great deal to add. I think the 
chairman of our subcommittee has covered the program quite well, 

One thought occurred to me which I believe might throw some light 
on this program. 

In the reduction of the guard it called for a 10-percent reduction, 
That was actual warm bodies they were reducing so far as the guard 
is concerned. 

When it came to the reduction of the Army Reserves they never 
had been up to strength, so their reduction was simply a paper reduc- 
tion. 

I would like to say this: I think it is absolutely essential that we 
maintain the strength and the vitality of our National Guard because 
it plays the dual role within the States and within our own defense 
forces. 

It also gives us an opportunity here in the Congress, and it is very 
essential we should have that, to have a group of dedicated men who 
are in the National Guard who can bring their problems to us directly 
rather than if we downgraded the National Guard and build up the 
Army Res serves, which isa feder: ali red ou t fit. as We all | <nHow, there is 
the possibility that we would net have the benefit and counsel of these 
nonfederalized yple in time of peace. 

Mr. SHEPPARD. wonder = there ever has been brought to your 
committee this fact: T] he re has been a considerable contribution by 
the States to the National dy ai operations asa whole. You have not 
breught out clearly what the total contribution stateside might be, 

Has there been testimony be fore your committee which would indi- 

ate what that figure is approxin nately 2 

Mr. Reco. We can furnish that to you for the record. 

Mr. Sueprarp. It would be very helpful. Frequently there are 
misconceptions about that aspect. While it is not a 50-50 operation, 
there is a material contribution. 

Mr. Brooks. It varies between States, as you would expect. Our 
oo is = the States are furnishing approximately $100 

illion per year for the support of the National Guard. 

Pp or instance, as I recall, the Governor of Illinois—who headed the 
governors’ conference committee which came and met before our com- 
mittee—he stated in Illinois the State was contributing a high per- 
centage 

Mr. Snerrarp. Further questions ? 

(No response. ) 

Mr. Sreprarp. TI 1ank you very much for your appearance. We are 
pleased to see you both. We value your appearance here very much. 

You are in this field of operatit hi and yo ir inte rest has been proven 
over a long } eriod of time and you have been able to contribute con- 
siderable that will Se ee entre 


Mr. Brooxs. Whe you come out with ; cood stabilized program, 
you will find our committee will back you u up 100 per reent. 


Mr. Miter. All of your comments had to do with the Army Na- 


tional Guard. There is ho problem raised at the pred time with 
respect tothe Air National Guard ? 
Mr. Brooks. That is right. The fight is on with the Armv Guard 
lthe Krome Beactve 
and tne ArMy veserve, 
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Army NaATIonAL GUARD 
WITNESSES 


GEN. CAPUS WAYNICK, NORTH CAROLINA NATIONAL GUARD AND 
ADJUTANT GENERAL OF THE STATE OF NORTH CAROLINA 

MAJ. GEN. JOHN HALL MANNING, FORMER COMMANDER, 30TH 
INFANTRY DIVISION, NORTH CAROLINA ' 


Mr. Suerrard. We shall next hear from General Waynick, who is 
interested in the Army National Guard appropriation. 

General Waynick, do you have a statement which you wish to pre- 
sent to the committee relative to the Natiofal Guard funds? 

General Waynick. Yes, sir, Mr. Chairman. 

Mr. SuHerrarp. If you will be seated and present your statement, 
we will appreciate it, please. 

General Waynick. Mr. Chairman and gentlemen, I am accom- 
panied here by Gen. John Hall Manning, my predecessor, and the 
former commander of the 30th Division. I am the adjutant general 
of North Carolina. I am informed that General Bowers, who per- 
sonally commands the 30th Division, was before this committee this 
morning. 

Mr. Sueprarp. That is correct. 

General Waynick. I have a paper here which would probably take 
8 minutes to read. 

Mr. Suerrarp. If you would care to present it, you may read it. 

General Waynick. I will do that, Mr. Chairman. I will take about 
one-half of that time and cut some corners, 

If it suits the committee, may I be permitted to file this paper and 
then have a few minutes allowed for some additional statements? I 
know that this committee has been bedeviled thus far by a good many 
National Guard men. You have heard so much of the same material 
that I would present in this paper that I think I can cut corners and 
save some time. 

Mr. Suepparp. Your written statement will go in the record at 
this point, and you can give us your briefing in your own words. 

(The statement referred to follows :) 


STATEMENT OF GEN. CAPUS WAYNICK, ADJUTANT GENERAL OF THE STATE 
oF NortH CAROLINA 


Mr. Chairman and members of the committee, I am the adjutant general of 
North Carolina. Accompanying me are Maj. Gen. Claude T. Bowers, commander 
of the 30th Infantry Division of the National Guard, which is located entirely 
in North Carolina; and Maj. Gen. John Hall Manning, former commander of 
the division and my predecessor as adjutant general. We appreciate the oppor- 
tunity to be heard by this committee. 

The National Guard confronts an immediate threat of serious impairment of 
its national strength. ‘The nurnose to reduce its strength is reflected in the new 
appropriations bill which is under consideration by this committee. Apparently 
the only appeal that the National Guard can make is to the Congress itself. We 
welcome the opportunity to present our views of the case for the guard. 

The present authorized strength of the National Guard is 400,000 officers and 
men distributed among 5,489 units located in the States, the Territories, and the 
District of Columbia. All these units are recognized and supported by the 
Department of Defense. If the appropriation measure before you should be 
adopted, we would be required to reduce this overall strength by 40,000 officers 
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and men because the funds provided would be sufficient only for the support of 
the guard at a strength of 360,000. 

The plans devised at the Pentagon and thus far made known to us only in 
part, contemplate the elimination of 6 of the 27 National Guard divisions and the 
reduction of the overall number of recognized units from 5,489 by elimination 
of 1,857. Such drastic procedure would discard many skilled, well-trained, 
and dedicated civilian soldiers, and would undermine the National Guard as a 
firstline reserve in time of nationel emergency, as well as a force for stability 
and general public service in the States, in time of peace. 

We do not come with our own unsupported judgment as to the unwisdom of this 
impairment. Less than a year ago the Army Chief of Staff expressed the 
opinion that the National Guard should not be allowed to drop at any time 
below 400,000 in strength. We had reason to believe that the present Secretary 
of the Army agreed with him. 

The Congress is confronted now with a demand from the executive branch 
of the Government that military power be concentrated in the hands of two 
men to an unprecedented extent in time of peace. You are asked to support 
these proposals to centralize command and alter importantly the organization 
of the Department of Defense and the various branches of the armed service. 

You are being told that unquestioning assent to this procedure is essential 
to national security. 

At the same time the National Guard is on notice of the purpose of the De- 
partment of Defense to further promptly and rapidly the reorganization of the 
National Guard which includes giving its infantry divisions the pentomic shape. 
This reorganization requires a changed troop basis with larger Companies and 
with the present 3 regiments of each division converted into 5 battle groups. 

We would like to make it clear that the National Guard Command is not 
only sympathetic with this plan for its reorganization but for some time has 
urged that it be speeded up. We believe in the pentomic concept as a device for 
increasing flexibility and striking power, if needed, in modern warfare. 

Therefore, we stand ready to meet every requirement of the Pentagon and 
of the Continental Army Command for making the guard combat-ready subject 
to the strictest supervision and advisory direction. There is no disagreement 
between the National Guard and the Regular Establishment in respect to this 
matter. Furthermore, we do not believe that the command changes that you 
are being asked to approve unquestioningly should have any bearing on the 
basic problem of the National Guard. 

We do protest as strongly as we Can the proposal that the strength of the 
guard be whittled away and that its foundations in the States be undermined. 

The plan to distribute to some extent the military power of the Nation dated 
from the beginning of the Republic. The National Guard, composed of volun- 
teers and under the command of the governors in time of peace, is immediately 
available to the President in any national emergency. A great portion of the 
National Guard is in the first line for call to duty in the event of national need, 
and these elements of the guard are under instruction to have the basic training 
of every man completed by October 1, 1958. 

This means that these National Guard forces will be subject to immediate 
call and will be prepared for it. The record shows how competently the trained 
militia of the Nation has behaved as a ready reserve in war, even in times 
when this present degree of combat readiness did not exist. There is every 
reason to assume that it stands today as a ready reserve of first importance 
should need arise. 

The National Guard was authorized several years ago to build its strength to 
a much higher level than the 400,000 ceiling now established. Its strength 
rose to 435,000 before the orders came to cut back. We believe that 400,000 
is a reasonable ceiling which should not be lowered. We believe it is im- 
portant to the vitality of the guard that it be firmly established at this level. 

The present effort to impair the guard’s strength is due, we believe, in some 
part to impatience of a portion of the Pentagon command with the dual char- 
acter of this Reserve force. There is a break in the line of command in time of 
peace when the governors have authority which some professional soldiers seem 
to dislike. But there is no evidence whatsoever that this dual character has 
ever been a barrier to prompt national utilization of the guard and there is no 
reason to believe that placing the guard on a firm basis and preserving it from 
the whittling process is important to the preservation of what remains of 
States rights. If this objective can be served without impairment of the read- 


iness of the guard as a reserve force we urge that it should be done. 
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It is our contention, too, that no system that could be devised would give to 
the Nation an equivalent force of well-trained, well equipped, and competent 
soldiers at such low cost as does the National Guard plan. The Department 
of Defense budget is in excess of $38 billion. The total appropriation for the 
support of the National Guard currently is $333,880,000, and this would be cut to 
$298 million if the present budget proposals before you should be adopted. 

The Armed Services Committee of the House has heard both sides of this 
controversy and it has given its full support to the National Guard case. That 
committee advocates not only that the present appropriation not be cut $35,880,000 
as proposed, but that the appropriation be increased by some $13,800,000. 

Under the law the governors of the States must consent in each case to the 
inactivation of a unit of the National Guard once it has been set up and recognized 
federally. This would seem to be assurance that impairment could not occur 
without the consent of the States. The indicated attitude of the command that 
is pressing for this reduction now is that efforts will be made to get the governors 
to consent; but, failing to get it, the program of reduction will proceed as far 
as Federal support is concerned, regardless of whether the units remain in 
existence or not. 

As we see it, we have no choice except to lay the problem before the Congress, 
urging that you recognize the unwisdom of wholesale reduction of National 
Guard strength and the impairment of the one tested plan for enlistment and 
the part-time training of civilian volunteers. We appeal to the committee and 
to the Congress to prevent impairment of the strength of the National Guard 
proposed as a gesture toward frugality that lacks substance and constitutes 
a danger to national security. 

We hear that “pushbutton” warfare wll reduce the need of masses of trained 
men; but it is the deliberate opinion of the command of the National Guard—an 
opinion shared by many competent professional soldiers—that should war come 
the presence of trained, disciplined, and equipped men in every center of popula 
tion in this Nation might well represent the difference between chaos and the 
degree of order in which we might plan survival. If war comes, we cannot 
determine the front line. We know that it is likely to be where the productive 
power of this Nation is situated, along the line of our 170 or more critical targets ; 
and we do not believe that an agency like the guard, whose strength is so 
widely distributed, should be made insecure and greatly weakened at this time. 
Nothing less than a mandate from the Congress that the drive against the guard 
cease can protect it from considerabe impairment. ‘We come to you with an 
urgent request that you study this problem and forhid that impairment. 


Mr. Suerrarp. You may proceed. 

General Waynick. We come here before this committee because it 
seems now that the only appeal of the National Guard against serious 
Impairme nt is the Congress. We are aware of the fact that the Con- 
gress is presented with a demand right now that a great deal of mili- 
tary power be concentrated In a limited number of hands, and, while 
the same proposal of concentration of power is before the Congress 
for the Regular Establishment, this proposal to impair the guard and 
to reduce its strength is being laid before us and the Congress. 

At the present time, the National Guard of America is operating 
under a budget of $333,880,000. The budget that you are ¢ onsidering 
proposes to cut this by $35,880,000. The cut would necessarily reduce 
the National Guard from its present ceiling strength of 100,000 to 
360,000 men and en rs, 

Less than a year ago, the Chief of Staff of the Army made a state- 
ment that the National Guard should not be allowed to drop below the 
100,000 figure at any time. Briefly, we want to urge that that sound 
reasoning be followed, and that, if you did not have in this Nation the 
present system whereby men can be trained as voluntary soldiers, and 
if you did not have them distributed in small cities and towns all over 
this Nation, and if you did not have such a device, Mr. Chairman, we 
contend that you should promptly construct one, because in this time, 
when we talk of pushbutton warfare, none of us can say either that 
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war will not come or that if it does come where the frontline will be. 
We have every reason to believe that it will lie along the range of the 
great productive power of this Nation, along the line of the 170 plus 
critical targets in America. The presence of trained men, ready and 
willing to serve, siti ated i in these communities throughout this Na- 
tion, might well represent the difference between chaos and the kind of 
order in which we could plan the survival of this Nation. 

Something like a year ago, the President of the U nited States told 
the governors in session at W illiamsburg that, “with the present 
trends, it is in the foreseeable future—” he was quoting a great his- 
torian “—the States will become powerless satellites of the Federal 
Government.” Yet, gentlemen, I submit that over in the Pentagon 
there is a feeling of resentment of the broken line of command be- 
tween the head of the Regular Establishment and the National Guard 
that seeks now your help to destroy the dual character of this guard. 

They do it slowly to get by you gentlemen, because they know you 
are the watchdogs of that original concept upon which this Nation was 
founded where milit: ary power was not to be concentrated, but dis- 
tributed. 

The National Guard of the United States has proved at all times its 
readiness as a first-line Reserve, and it is more ready today than in the 
past because the guard, along with the Regular E stablishment, recog- 
nizes you have to be res idly, and by October 1 of this year every man in 
the National Guard who is in that first line will have had his basie 
training, and that is required. The guard is ready, and the guard has 
proved its dependability, and today it stands not only ready to enter 
into reorganization along the pentomic lines but the command of the 
National Guard has been i insisting for months that that reorganization 
be speeded up. 

Now, gentlemen, we have no other appeal. We realize, as we come 
here before this committee, that the executive branch of the Govern- 
ment, from the White House through the Pentagon, is opposed to the 
support of this guard at the strength which good military men—and 
we do not come with our own unsupported opinion about that—think 
is the minimum that is safe for the Nation. How else are you going 
to get voluntary citizen-soldiers trained and ready and well equipped 
except through the guard? It isthe only device. 

Mr. Surprrarp. May I interject this question, sir? You are making 
and have made a very interesting statement, predicated not only upon 
your military experience, but upon your present position and your 
experience emanating therefrom, and, as you have well stated, there 
have been others before the committee on the same issue. The interest- 
ing feature of the complete testimony is the uniformity of concept 
of the value of the guard and what it could mean to us, not only exclu- 
sively the military concept itself, but the application of the military 
training to chaotic conditions that might possibly be the result under 

international wartime stress. 

It is not just a single value to the unit to which you addressed your- 
self, but it is a multiplicity of contributions to the total, and, if they 
are trained in the modernization concept of the military which I, 
personally, think they should be, and as rapidly as possible, their value 
becomes intensified. 

T have heard some men whom I have had many years of experience 
with—I have been honored to function in this position for some 1814 
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years—but, very frankly, I can learn more about military concepts 
every day I live, but, ne sverthe less, I value those gentlemen’s experience, 
and I never will for get one of the gentlemen w ho had a very responsib le 
military position, a position where the heat was on, who made this 
statement to a very large gathering, and I quote: 

I am going to be leaving the service in possibly 3 to 4 months from now, but 
let me distinctly leave one impression with you that I hope you will never forget: 
When the heat was on, we regulars had a right arm furnished to us, through 
the guard and reserves, that was more valuable than we can ever truly evaluate. 
Just do not forget this. 

General Waynick. Mr. Chairman, that very fine feeling exists in 
many high places in the Regular Establishment, but at the present 
time, under the suggestion of the Secret: ary of Defense that a soldier 
should not criticize his commander, it is being squelched. But that 
sentiment that you have quoted so excellently exists, I dare to say, in 
the heart of the Secretary of the Army. 

Now, gentlemen, I am not going to take up but a minute longer. 
There is a great necessity for “est iblishing a sense of firmness in the 
National Guard. The citizen soldier needs that. He goes about his 
regular business and he has to be a soldier on a part-time basis. He 
needs to feel that he has a firm foundation, and the communities in 
which these units are located need that feeling of security. There are 
5,489 units in the National Guard in America, and they are proposing 
to cut out about 1,857 of them. Such action will affect communities 
throughout this Nation, and in every congressional district, may I add. 

What are they doing it for? Economy ? _They 7 are requesting a $338 
billion budget and the “y are trying to save $35 million at the expense 
of the citizen soldier in this Nation, the armed militia. 

Mr. Chairman, with the privilege of presenting to the committee 
my colleague, Gen. John Hall Manning—who is a better soldier than I 
am, and with more experience, for any questions you may have to 
ask on that statement, and any statement you will allow General 
Manning to make—I will turn this paper over to the clerk and thank 
you and the committee for hearing me. 

Mr. Mitirr. Mr. Chairman, may I make a comment to the gentle- 
man before he leaves? 

Mr. Suerrarp. Certainly. 

Mr. Mitirr. Speaking for myself, and I think for a good many 
members of this committee, I think your statement was an excellent 
presentation of the fundamental problem. Incidentally, it was my 
good fortune to serve with the 380th Division for about 1 month in 1941 
during the maneuvers in your State and the adjoining State of South 
Carolina. I was very happy that we had that sort of organization in 
the field in those very uncertain times when we were using broomsticks 
for machineguns and so forth. 

The 30th Division was a good outfit then, and it proved it on many 
fields later on. 

I personally think that it is very strange as a national policy when 
only a few years ago there was a great demand for universal military 
training, and for ever yone to be trained as a citizen soldier, that we are 
now getting to the point where we are reducing what is a good, going 
organization, and one that has proved itself so many, many times. 
Frankly, I look with great unhappiness, you might say, at any effort 
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to reduce the strength of the National Guard and the Organized Re- 
serve below the minimum that we thought we had before but. in any 
ease, I think, fundamentally, something must be done to give those 
people in all the little townships and all the communities th: at make up 
this vital force something to hang onto and some feeling of security. 
That is one of the things that disturbs me even more than the 10 percent 
reduction, or whatever it is, that may be contemplated. 

General Waynick. That isright,sir. Well, sir, you make the speech 
I would like to make. 

Mr. Mitier. Thank you, sir. 

If you slouch off 40,000 trained officers and men in the interest of 
saving $35 million in a $38 billion budget, IT think you will crucify the 
National Guard. 

Thank you, Mr. Chairman. 

Mr. Strerrarp. Does your predecessor have any comments which 
he wishes to make ? 

General Manninc. Mr. Chairman and gentlemen of the commit- 
tee—— 

Mr. Suerparp. Will you please state your name, your residence, and 
your present position ? 

General Mannina. I am Maj. Gen. John H. Manning, Army of the 
United States, retired. This is the first opportunity or privilege, Mr. 
Chairman, that T have had to appear before a committee of the Con- 
gress. IT have served in the North Carolina National Guard for 44 
vears, all the way from a private up to a division commander. To 
ine it has been the most wonderful experience in my whole life, and I 
am frank to say that T have a feeling of partisanship toward that 
Reserve component in which I have served through all these years. I 
hegan in December 1913 and went through World War I and World 
War IT. JI have seen the National Guard grow in strength, in train- 
ing, and in efficiency. I take a great deal of pride in turning over to 
my suecessor, General Waynick. the best North Carolina National 
Guard that that State has ever had. I think you will agree that that 
isa correct statement. 

It is, therefore, quite distressing, I would say. to me, to see anv effort 
made to reduce in units and in strength this Reserve component which 
has required so many man-hours, so many dollars of the Congress, of 
the States, and of the local communities, to bring it to its present 
state of readiness, in order to carry out the mission which has been 
assigned to it in providing for the security of this Nation. 

T am in thorough accord with the resolution adopted by the House 
Armed Services Committee after most extensive hearings. T think 
it is vitally important that the strength of the Army National Guard 
he stebilized at 400.000 men and that these men may have a feeling 
that thev can stav and serve with that military organization as long 
as they like. and that it should not be necessary for the representatives 
of the National Guard to appear before the Congress vear after vear. 
and endeavor to prevail npon the Congress that its continued existence 
shon]d not be jeopardized. 

I think that we have a verv fine Reserve component, far better today 
than IT had anv idea it would be 15 years ago. It is better equipped, 
thanks to the Congress; it is better trained, thanks to the Congress. 
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I was opposed to this 6 months’ active-duty training program, not 
because it would not increase the efliciency of the National Gu: urd, and 
better enable us to meet M-day requirements, but because 1 thought 
the 6 months’ continuous training would dry up the principal source 
of manpower which enabled the National Guard to maintain its 
strength. I felt that 2 periods of 3 months each during the summer 
months was preferable. I must say that | was very much surprised 
and very much astounded that the National Guard could and did 
successfully meet that requirement—so successfully that we have men 
today in the National Guard who cannot embark upon their 6 months’ 
active-duty training because the funds were not available to take care 
of them. 

Now, with the 6 months’ active-duty training requirement it is 
essential, if the National Guard is to maintain its strength, that the 
Congress appropriate more money hecessary to pay the cost of the 
estimated—I think it is—55,000 6 months’ trainees for the Army 
ee 

When the overall cost te the Government is considered, I do not 
think anyone can question that the Government is getting more per 
dollar spent in training and efficient personnel of the Army National 
Guard—and I will include the Air National Guard—than anywhere 
else insofar as Reserve components are concerned. 

I think we have something that is so very, very important and 
worthwhile that nothing should be done which would have the slight- 
est tendency to bring about discouragement of any nature. I am in 
thorough accord with the Brooks committee and the resolution of the 
Brooks committee which was adopted unanimously, I understand, 
by the Se 

I can add nothing more, Mr. Chairman, to what has already been 
said to th ie members of this committee, except my personal appeal to 
maintain an Army National Guard of 400,000 ‘and recommend the 
appropriation of a sufficient amount of money to maintain it at that 
strength. 

Mr. Sueprparp. Can I assume that both you gentlemen would react 
favorably if the Congress in its judgment saw fit to earmark the 
amount to be appropriated for exclusive use of the National Guard ¢ 
Would you feel that that would be a contribution to the present fiscal 
procedure / 

General Manninea. I think it would be a very substantial contribu- 
tion to the total, Mr. Chairman. In my experience I have found too 
often that funds appropriated by the Congress for certain purposes 
and objects have not been available for those purposes and objects, 
and IT have always felt that when the Congress in its wisdom saw fit 
to appropriate money for a certain specific purpose and object it 
intended that that money be spent for those purposes and objects. 

Mr. Surprarp. Well, of course, my friends, you are 1,000 percent 
right, and I would predicate, if IT may, my statement upon the fact 
that the people who eventually change their mind are the same people 
who appear before us and tell us they have to have so much money 


for certain objective attainments. and then we find. much to our 


chagrin and surprise, that they have released the money for pur 
poses other than those which they testified were necessary 
becomes a rather difficult problem for one to solve at times. 


and it 
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General Warnick. Mr. Chairman, may I add to what has been said 
on this point ? 

Mr. Suerrarp. Certainly. 

General Waynick. I recognize that there are two coordinate 
branches of the Government working together, the Congress and the 
executive branch, and that there are times that the Congress would 
prefer that the executive branch use some discretion in turning money 
loose that you have appropriated, but I think the maturity of the 
National Guard is such that a mandate from the Congress is almost 
necessary for the executive branch to use a little too much discretion. 

Mr. Sueprarp. Well, you know the Founding Fathers—God bless 
them—for some reason best known to the psychology even of those 
days said that the control of the purse strings should be in the Con- 
gress and not elsewhere. 

I think that is very clearly spelled out, but every once in a while 
we find people who digress from that concept, sometimes to our con- 
fusion, and sometimes we are slightly nonplussed, to say the least. 

General Warnick. May I add that I heard some reference made to 
the freeze on armory-construction funds. There lies already in the 
various States matching funds on a one-fourth to three-fourths basis, 
enough money to take $105 million of Federal appropriation to con- 
tinue construction. The housing is needed. Many National Guard 
units are operating in barns, so to speak, at great disadvantage. It 
is a matured program, and the plans are ready, and the experience 
is such that there cannot be boondoggling or waste. It is essential 
housing; and if you get to the point, Mr. Chairman, which I hope 
you will not, where you have to make some jobs, do not forget the 
National Guard housing. 

Mr. Suepparp. Thank you, gentlemen, for your appearance. 

General Waynick. Thank you very much. 

Mr. Sueprarp. We are very, very interested i in your comments. 

General Manninc. Thank you, Mr. Chairman and gentlemen. 

Mr. Surprarn. The committee will stand adjourned until 10 o’elock 
tomorrow morning. 

Trurspay, May 1, 1958. 


STATEMENT OF Hon. Cart Vinson, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF GEORGIA 


REDUCTIONS IN ARMED SERVICES 


Mr. Manon. If the committee will come to order, we will proceed. 

I have before me a letter from our able colleague, the gentleman 
from Georgia, Mr. Carl Vinson, chairman of the Armed Services 
Committee of the House. 

IT would like to read that letter to the committee. 

Under date of April 29, 1958, Mr. Vinson addresses a letter to me 
as chairman of this subcommittee, as follows: 


I had hoped to have the privilege of personally appearing before your sub- 
committee to present my views in support of maintaining an Army strength 
of 925,000. 

As you know, the Armed Services Committee is heavily engaged in the con- 
sideration of the reorganization of the Department of Defense. These efforts 
are certain to continue for an appreciable period of time. As a consequence, 
it will be impossible for me to appear before your committee. In lieu thereof, 
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I am forwarding the statement which I would have given your committee. It 
contains the essential elements upon which I would have relied in support of 
my contention that the continuing cuts in Army strength have simply gone too 
deep. It is my firm conviction that these cuts are not in the best interest of 
national defense 

I would appreciate it if you would have one of your staff members read this 
statement to your subcommittee and incorporate it in the transcript of your 
hearings. 

With kindest personal regards, 1 am, 

Sincerely, 
CARL VINSON, Chairman. 

Mr. Manon. I will now read for the record the statement of Mr. 
Vinson. ‘Thestatement is as follows: 

“For the past 3 vears I have watched the continuing reductions in 
our armed services with growing concern. The situation has deterio- 
rated to a point where I can no longer remain silent. In my judgment 
the time has come to take a stand and that is the object of my appear- 
ance here today. 

“In order to have a clear pe rspect ive of our situation, let me briefly 
review the current situation with reference to our armed service. 

“In fiscal 1959 the Navy is programed at a strength of 630,000. 
With that manpower strength it will operate 864 active ships, of which 
396 are warships. Included in this total are 14 attack carriers which, 
with their assigned carrier air groups, constitute a potent nuclear 
deterrent and, in addition, res an — inding ¢ apability in the field 
of conventional war. Of course, the Navy is developing its family of 
missiles, as are the other ir and | think it quite likely that the 
POLARIS submarine and its assigned missiles will prove to be the 
most important advance which we have made in the missile field. 

“T realize that the Navy has heavy responsi ibilities and probably 
desires to have gi reater numbers of both men and weapons. But, inh 
the current balance of forces, I think our Tig is strong, highly efli- 
cient, and fully capable of discharging the missions currently 
assigned to it. 

“The planne d manpower streneth of the Air Force for fiscal 1959 
is 850,000. \\ ith this manpower the Air Force will man 43 strategic 
air wings, 27 air defense wings, and 35 tactical air wings, for a total 
of 105 wings. In addition, the Air Force is in the process of activating 
units to man the various hew missiles which will become operational 
beginning in 1959. 

“In addition to replacing our B-36’s with B-52 jet bombers, a re- 
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cent decision of the Secretary of Defense will add an additional num 
ber of B-52’s over those previously planned. Limited procurement 
of tl e B-ds Supersonic let bomber is ul o sche hi led for fiscal 1959. 

4 k all of us will agree that the great striking power of the 
Strategic Air Command, their high deeree of training. and then 
ability to react within minutes, has been the greatest deterrent fores 
which we have posse sed il our military arsel il. Ob uusly the 
Soviet Union well aware of that « ipability und of our dete) 
tion to ! wn it 

“But T want to point out that if the Strategic Air Command is re 
quired to drop a single atomic or hydrogen bomb, or ire a single | ne 
range missile with an atomie warhead in anger, those weapons will 
have completely failed in their primary purpose—to deter a third 


world war. 
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“This bring me to the principal reason for my appearance—the 
future of the United States Army. 

“On January 26, 1955, Secretary of Defense Wilson appeared be- 
fore the House Armed Services Committee to discuss our military 

sapabilities. For some time prior to his appearance I had been urging 
a national military policy which was based upon a stabilized force 
concept. For 40 years I had watched the rise and fall in military 
streneth and prep: uredness, and had witnessed the tragic results of our 
unwillingness to remain militarily strong. Fach “succeeding war 
found us unprepared, and at the close of each of those wars our mili- 
tary strength simply disintegrated, in response to the public hue and 
ery. We remember only too well that the outbreak of hostilities in 
Korea found us with one untrained battalion of ground troops which 
we could airlift from Janan to Korea and commit to the fight. What 
a tragic record for the Nation which claims to be the greatest on the 
face of the earth. 

“For a little while after Korea we were able to maintain a respec- 
table military ground force, simply because Korea was settled with a 
truce, not a victory. But then complacency again set in and history 
is avain repeating itself. 

“At the end of fiseal 1955 we had an Army of about 1.1 million 
men. That force remained relatively stable until about a year ago. 
You will recall that in 1957 Secretary Wilson ordered a 100,000 re- 
duction in all of the armed services. But the Army had to absorb 
half of that reduction. Rumors persisted that there would be other 
cuts. This prompted me to seek a conference with Secretary Wilson, 
and T talked with him at some leneth just before the first session 
of this Congress adjourned. He confirmed my fears that he planned 
a further cut in the Army. TI did my best to try to hold the line 
for an Army of 950.000. In any event, I hoped it would not be 
cut below 925,000. But we had scarcely returned home following 
the adiournment nd the first session when another 100,000 cut was 
ordered. Again, the Army was ordered to absorb half of that cut. 
So the Army is now going down to a streneth of 900,000 by June 30 
of this year. Then, to further compound our difficulties, a third cut 
of 100.000 has been ordered, with the Army again being required 
to absorb one-half of that cut. 

“Even Secretary Wilson concluded that he had gone too far and in 
response to the plea and obvious justification made by General Tay- 
lor, Army Chief of Staff, 20.000 were restored. So. we are now 
faced with an additional cut of 30,000 for the Army in fiscal 1959, 
from 900.000 down to 870.000. ° 

“When Mr. Wilson apneared before the House Armed Services 
Committee in January 1955, he agreed with my concept that we 
shonld maintain a stable militarv force. Here is what he said: 

“The lack of reasonable stability in our military programs is a 
most wasteful and expensive practice. We can not afford to revert 
to the “feast and famine” pattern of our past history, not just because 
of the effect unon our economy but primarily because we cannot take 
the military risks involved in such a policy. Development of a sound, 
long-term security requires that we design our forces so as to assure 
a steadily increasing efficiency, in step with scientific advances, but 
characterized by a stability that is not materially disturbed by every 
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propaganda effort of unfriendly nations or wishful thinking on the 
part of ourselves or our allies’.” 

“The hearing which we conducted before the committee on that day 
will show that we discussed this particular point at great length. 
Secretary Wilson did not want to be confined to a finite number in 
discussing the future size of our Armed Forces. However, he was 
quite firm in saying that we should have a stable force and when we 
attempted to reach a mutual understanding as to how much those forces 
could vary and still be considered stable the figure that was generally 
understood to be acceptable was a variation of 5 percent. But what 
has happened during the intervening period? The Army is already 
in the process of absorbing a reduce tion in force of almost 18 percent, 
and if it is cut to 870,000 in fiscal 1959, it simply means that we will 
have reduced the Army by approximately 24 percent since January 
1955 when we were talking about stability of forces. 

“Tam not at all certain just what I can do about this. But I am 
certain that I am in disagreement with it. As a matter of personal 
judgment, which is shared by a substantial majority of the House 
Committee on Armed Services, these Army cuts are too deep. They 
not only jeopardize the ability of the Army to discharge its roles and 
missions, particularly in the area of conventional war ‘fare, they may 
make it impossible to do so. ; 

“Now let’s analyze the situation confronting the Army. 

“The Army strength of 1.1 million at the end of fiscal 1955 enabled 
us to have 20 active divisions. A strength of 870,000 will produce 14 
divisions by the end of fiscal 1959. 

“Of the 6 divisions then remaining in the United States, only 3 
would be available for early deployment. The other three divisions 
and the armored combat command would be heavily involved in the 
training of replacements and would be incapable of early deployment. 

“With an Army of 870,000 men, we would still retain 8 divisions 
overseas, with 5 in Europe, 2 in Korea, and 1 reduced strength division 
in Hawaii. But these overseas commands would be required to accept 
an additional personnel strength reduction of about 20,000. The 
service and logistical support of those activities have already been 
reduced tothe minimum. For instance, in Korea about 15,000 Korean 
Army troops must be used to fill up United States combat and logistical 
units which could not otherwise be kept at full strength. Yet, we are 
told that we must further reduce the Army. 

“We have our international commitments overseas. These cannot 
be reduced to any extent. The Army has a training and logistical 
base to support these overseas units and this base has been reduced to 
the minimum. Asa result the declining strength has taken its toll in 
combatant and logistical support units for our deployed forces and 
our strategic Reserve forces in the units. We have reduced these sup- 
port units until we are in a dangerous state. 

“Is there anyone who seriously contends that the Soviet threat has 
lessened any in view of the Soviet missile successes, the Communist 
penetration in the Middle East, and the current strength of Soviet 
military forces? I think we can only safely conclude that the threat 
is greater, not less. 

“The Soviet Army has a strength of more than are million men. 
They have been completely reequipped and modern | since World 
War II. Therefore, they have greatly increased m ok ‘lity and fire 
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power. It is common knowledge that they have a new family of 
missiles, new type artillery and small arms, new combat vehicles to 
include armored personnel carriers, medium tanks, amphibious vehi- 
cles, and helicopters. We have done much less. 

“Our five divisions in Europe comprise the hard core of the NATO 
shield. Does anyone question the magnitude of the task which they 
face? In Korea our two divisions. with our allies, face Korean and 
Chinese forces of over 214 million men. I am sure those divisions 
take no comfort from the withdrawal of Chinese forces back of the 
Yalu River. Like a pocket pistol, they are out of sight but imme- 
diately available. 

“The strategic Army forces maintained in the United States are 
necessary in the cold war to demonstrate to both our allies and our 
friends that the Army has the backup strength ready to reinforce 
the overseas forces if they are attacked, or ready to put our brush-fire 
conflicts wherever they may occur. Contiesd reduction of these 
forces from their present understrength levels ed well require the 
abandonment of our forward strategy and the dissolution of our 
system of collective security. These cont inued reductions are simply 
an invitation to renewed aggression on the part of the Communist 
bloc. 

“While Secretary Brucker is a ‘good soldier’ and follows the diree- 
tions of his Commander ‘in Chief, both he and General Taylor have 
clearly indicated in their testimony before the House Armed Services 
Committee that the 870,000-man Army provided by the fiscal 1959 
budget falls short of the kind of Army they feel that they should 
have. They have indicated that 925,000 and 15 divisions would be 
a desirable goal for the Army, and I support that objective. Tf the 
Army were given a strength of 925.000, we would be able to add 1 
missile command in the Far East, and give some badly needed help 
to our combat and logistical support units. 

“Our new forces in Europe would be augmented by one air trans- 
portable missile command, and an increased number of combat and 
logistical support units. 

" Approximately {5 percent of the additional strength would be 
allocated to the strategic Army forces. This wou Id ee ide for one 
additional division, one heavy missile command, and an increased 
number of combat and logistical support units. 

“Furthermore, it would increas e from 3 to 4 the number of divi- 
sions available for early deployment. 

“Mr. Brooks, chairman of our Sube ‘ommittee No. & has held exten- 
sive hearings on the strength of our Army National Guard and Army 
Reserves and will report the recommendations of the House Armed 
Services Committee on this subject to you in greater detail. I simply 
want to point out that as the science of warfare progresses and warn- 
ing time diminishes, it see ms to me more important than ever that 
those Reserve forces Seonak | be maintained at their present strength, 
be adequ: ately trained and prepared for early entry into combat. 

“The basic prob lem facing the Army js an ina lequate DUGee. 
Even though the Army does sound planning and programing for a 
modern and well: equip yped force, adequate funds have not bane avail- 
able to impleme nt these plans and programs. The Army suffers from 
inadequate strength and the inability to keep its furees modernized. 
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“Ot course, with the forces permitted by the limited budget, the 
Army has moved forward with its pentomic reorganization. But 
reorganization alone will not maintain a modern Army nor give eflec- 
tiveness to the reoreanized units. They must have improved fire- 
power, co as ations and mobility. But since the end of the Korean 
war the my has had progressively less money to keep its favees 
modern. Ne w ideas and increased technical skill have moved ahead. 
but the Army has simply lacked the necessary money to convert “th 
ideas and skills into reality. New rifles, mortars, rockets, and other 
new weapons are available to improve the firepower of our ground 
forces. New lightweight cross-country vehicles, armored personnel 
carriers, self-propelled artillery, and tanks have been developed to 
meet the requirements of ground mobility on the atomic battlefield. 
But, the money simply is not available to proe ure them. 

“All of us realize the oreat importance of missiles and the more 
glamorous items in our defense arsenal. But I am fearful that the 
natura! appeal of these new ¥ eapons is causu 2 a disproportionate 
amount of mater al support to be diverted to them. This can only 
occur at the expense of our capability to wage conventional warfare. 

“For example, consider the tank. Since the end of the Korean 


war | elieve we han e pro hue f cd about S.U00 1 inks. and dur] Oo the Srnie 
period we have dis} osed of or sold to our allie S about the same number 
of tanks. So, while there has been some improvement in the quality 
of our tank inventory, it has not increased in numbers. 

ns recognize as well as vou that appro} riated funds do not come 
from a bottomless pit, nor can we be unmindful of national solver 
But. on the oth: oy | and, 1 do not subseribe to the current practice of 
allocating an arbitrar v number of dollars for defense and then requil 
ing our milit ry ser ie sto ad 11 ust then ise lves to that — iT limit at ion. 
That is precisely what a occurring today. and. judgement. it Is 


almost disastrous tothe Army 

“T continue to believe that we must maintain the capability to fight 
any kind of war which is thrust upon us. <All of us have the greatest 
pride in the capabilities of our Strategic Air Commat id, the support 
capabilities of the Navy’s weapons, and the other deterrent weapons 
which are calculated to prevent an all out nucleaa war. They are 
achievin or their mission and we must keep them sharp and ready. 
To the extent to which we succeed in this area we will have produced 
a Saeko ai hieaie and those weapons will not be fired in anger. 
So, in my judgement, the most likely type of conflict which we face is 


conventional wal fare rather than atomic warfare. But it is precisely 
in this field of military capability that we are. becoming the weakest. 
It is this cor ictuza whisk kaa Guida Mime es ae ie before vou today 


with recommendations which I believe to be required in bel 
the defe eof America. 

“My recommendations are: 

“First, to maintain an active Army strength of 925,000 men for 
fiscal 1959. 

“Second, to maintain the Army National Guard at a streneth of 
400,000, and the United States Army Reserve at a strength of 300,01 

“Third, to iccelerate the modernization of the Army 

“Of course, the attainment of these objectives would cost money. 
But it is my firm opinion that some readjustments, even within the 
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projected fiscal 1959 budget, should be made, if necessary, in order 
to accomplish these objectives. While I would far prefer that our 
troops be fully equipped with modern weapons, I would reluctantly 
agree that it would be better to have an Army of 925,000 well-trained 
men, equipped with the best weapons available, than to have an 
Army of 870,000 being modernized on a piecemeal basis. If the con- 
flict should come tomorrow we will fight with what we have on hand, 
not what we hope to procure in fiscal 1960. 

“I would not presume to tell you gentlemen who deal with this 
subject every day the precise amount of additional appropriations 
which would be required to implement my recommendations. For 
military pay for the active-duty force of 925,000, I would estimate 
it to be approximately $138 million. Operation and maintenance 
funds would also be required and that could involve any sum up to 
$450 million, but I am sure that it could be accomplished in a reason- 
able manner with considerably less. 

“The maintenance of Reserve forces would require approximately 
$87 million more. 

“Modernization would depend entirely upon whatever internal ad- 
justments could be made ei would increase the program above 
the $1.6 billion presently scheduled. 

“Since the projected defense budget for fiscal 1959 is already in 
excess of $40 billion, I want to assure you that I would not make 
this request for an increase in funds for the Department of the Army 
unless I had the deep conviction that it was not only justified but 
required in behalf of our national defense. Let us not become so 
preoccupied with our new missiles and other glamorous weapons with 
all of their natural appeal, important as they undoubtedly are, lest 
we become unprepared to meet the most likely type of conflict which 
we will face. If we should be faced with brushfires and conventional 
warfare and find ourselves unprepared to meet such a challenge, that 
unpreparedness would undoubtedly force us to atomic warfare, the 
= thing we are trying to avoid.” 

Gentlemen, I have read as forcefully and as well as I could this 
very excellent statement by the chairman of the Armed Services Com- 
mittee of the House, and I think it is worthy of our best consideration 
and attention, and of course it will be in the record of our hearings. 


Monpbay, May 5, 1958. 


STRENGTH OF THE ARMY 
WITNESS 


HON. OVERTON BROOKS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF LOUISIANA 


Mr. Mauon. The committee will come to order. 


I have before me the hearings of Thursday, May 1, 1958. In the 


hearings of that date we considered the personnel strength of the 
Army. I read a letter from Mr. Vinson to the committe and then his 
statement to the committee. Since then I have been advised that 
Mr. Brooks, a senior member of the House Armed Services Commit- 
tee, wishes to appear. 
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We are very much pleased to have you before the committee today, 
Mr. Brooks. I understand you wish to present some matters involv- 
ing the United States Army, a very important organization. Not 
only that, your background and your work in the Armed Services 
Committee are such that you are peculiarly well fitted to talk to us 
about this subject. We wish you would proceed. Do you have any- 
one with you today ? 

Mr. Brooxs. We have a Republican coming. However, there is no 
disagreement on the saat of anyone. 

Mr. Manon. Who is that? 

Mr. Brooks. We hope Mr. Devereux will be able to get here. He 
is busy with another matter. 

Mr. Manton. Do you have a member of the staff here ? 

Mr. Brooks. Yes. Mr. Ducander, who handled the hearings on 
this matter 

(Mr. Brooks’ prepared statement follows :) 


Mr. Chairman and members of the committee, I wish to thank you for permit- 
ting me to appear before you today in support of an increase in strength of the 
United States Army to 925.000. 

I regret that Chairman Vinson cannot be with you today, but I know vou recog 
nize that the full Armed Services Committee is holding both morning and after 
noon sessions on the proposed reorganization of the Defense Department. In 
lieu of making a personal appearance I understand he has submitted a statement 
for the record which concurs in my views to the effect that the size of the 
Army should be increased. 

At the outset I should tell you that shortly after the Congress convened the 
chairman of our committee appointed several subcommittees to conduct in- 
quiries, on assigned subiects, concerning the state of the national defense. As 
chairman of Special Subcommittee No. 1, I was assigned the following mission : 
“To conduct an inquiry into the adequacy of strengths of Army, Navy, Air Force, 
and Marine Corps, and Reserve components (including National Guard), to meet 
assigned missions for the defense of the United States, and to comply with treaty 
obligations. Soundness of a stable force concept for the foreseeable future 
Analysis of the present combatant capabilities of armed services, including major 
combatant forces (aircraft, divisions, naval vessels. etc.). The capability of our 
Armed Forces to wage nuclear, conventional, limited and/or total war.” 

Subcommittee hearings were held on these important subjects in executive 
session, with all witnesses put under oath. We took testimony from the Chief 
of Staff of each service and the Chief of Naval Operations and the Commandant 
of the Marine Corps. In addition, we heard from the Assistant Chiefs of Staff 
for Operations in order to get the full picture insofar as materiel and equip 
ment were concerned. 

Now much of this testimony was of the highest security classification but 
I can say in this open session that the Chief of Staff of the United States Army 
is definitely of the opinion that the security of the United States is being im- 
paired by the drastic reductions in the size of the Army. 

When will this country learn that we should not pare down our Armed 
Forces to a point where it invites aggression? 

Haven't we had sufficient experience following World Wars I and II to realize 
that we are now repeating these sad chapters in our history? 

Are we all so complacent that we fail to recognize that the Soviet Union 
is watching these moves with the greatest of interest and satisfaction? 

What has changed in world conditions which justify our taking this drasti 
action? 

The Soviet Union still maintains over 2% million men in its land forces, to 
say nothing of the millions under arms in its satellites. This force is not all 
needed for the defense of the Soviet Union. Is Russia keeping all of these 
175 Soviet divisions in the field fully equipped with modern tools of war because 
it fears our 5 divisions in Western Europe may go on the march? 

We have started the same old pruning business all over again. In 1956 we had 
a strength of over 1 million in our Army. In 1957 it was eut to 950,000. By 
July 1, 1958, it will be down to 900,000. And if that isn’t enough, we plan to 





105V 


cut it to 870,000 by the end of this next fiscal year. By that time we will be down 
to 14 divisions. Let me remind you I said 14 divisions. 

Logistic and support forces are being decimated. The Strategic Army Corps 
is being riddled. We will have two divisions in Korea without a division in 
reserve—not a division for replacement. 

Does time pass so quickly that we have all forgotten that our forces were 
almost pushed into the sea by the Chinese Communists in Korea in 1950? One 
of the reasons was that we had no replacements, no divisions in reserve. 

The American soldier is the finest fighting man in the world but you can’t 
expect the impossible of him. He is,not a superman. He needs rest and relief 
and replacements for combat losses just like any other army in the field. 

Of course, I recognize that we have built up a substantial force in Korea made 
up of Republic of Korea troops but, even so, about 15,000 Korean Army troops 
will have to be used to fill up United States combat and logistical units which 
cannot otherwise be kept at full strength. 

We cannot expect the Republic of Korea troops to carry the entire brunt of 
battle if the Chinese Communists again go on the march. If we do, we will not 
be keeping faith with the thousands of Americans who laid down their lives 
between 1950 and 1953 in order to keep South Korea out of the hands of the 
Communists. 


Al] of the leading military strategists who appeared before my subcommittee 
agreed that the possibility grows, day by day, that we may be reaching a 
stalemate insofar as an all-out atomic and hydrogen war is concerned Both 
the United States and the Soviet Union are rapidly approaching the noint where 
their arsenals will be bulging with wesnons of such utter destruction that 
neither side will dare use them against the other for fear of retaliation tut 


this fear does not extend to conventional warfare and ene sip military 


strategists have urged us not to permit our Army, Navy, Air Force, and Marine 





Cory o be de eased tl int where they may, for all practical purposes, 
he me my tent 
If ve t ] ou int ft nal omm ents her S point 
r our own security. We have reached that point. Tt has become necessary 
for our Strategic Army Corps to become training divisions because each of these 
divisions are required to accept 6.000 trainees who are receiving basic training 


in order to keep the strength up to an acceptable level. This same Strategic 
Army Corps is the one which will be committed to battle immediately in case 


of an all-out war. So, if we do not change this plan we will do as we have 
done before—sen partially trained men into the worst type of combat 


The Chief of Staff of the United States Army has stated uneqnivocally that 
we have had to reduce our sunport-trne lovistic units in Eurone to the noint 
where they are only marginal. Any further reduction will be disastrous 

30th General Norstad and General Grnenther have expressed the feeling that 
the ground forces in Enrope at the present time are unduly weak 

Has this great country come to the point where we cannot afford to adequately 
sunnort our troops denloved oversens ? 

Mr. Chairman and members of the committee, one of the matters stressed over 
and over again to mv suhcommittee by members of the Joint Chiefs of Staff was 
that we should have a stabilized force. We should put an end to the neaks and 
valleys which continue to occur in our military strength. If we would stabilize 
our forees we could make great savings and we could put an end to the personnel 


turbulence that characterizes an Army that is going np or down. There would be 
] 


sser requirements for the intake of new neople, lesser requirements for men who 


wonld be either trainors or recrnits, so that ont of the total force, in a matter of 
1 or 2 vears, the Army could anticipate much greater combat effectiveness. There 
wonld he fewer in training ecamns being troined or giving training and those men 
would therefore be in combat units for greater effectiveness 

General Taylor savs that he could not hegin to estimate the savings but he 
believes thev would be great and certainly, in terms of combat effectivene 
there would be great savings 

The Chief of Staff of the United States Armv has ssid thet in his considered 
judement he believes that the minimum size of the Tnited States Army should 
be 925.000, and IT submit to von that if we do not peg the size of the Armv at 
that ficeure we are allowing budgetary considerations to override considerations 
of national security. 

Now, as to additional cost: We have heen advised that the additional cost will 
be approximately $130 million for military pay and allowances and an additional 





b 








1051 


$450 million for operation and maintenance funds. This would total $588 million 
but I would feel sure that if given an additional $500 million the Army could 
maintain an active force of 925,000. 


Mr. Brooks. Mr. Chairman and members of the vem I do 


} 
j ; 


sincerely appreciate the action of your chairman and ¥ committee 


in agreeing to | } ear me on this partic ul I; i” matter. th 1 7 tie S1Ze of the 
Regular Army. 


Mr. Manon. I would like to say, of course we are ilways honored 
and pleased to hear you and other members on the Armed Services 
Committee. ‘There was some litt e problem tn this ease because we had 
undertaken to close = sclera before we knew you wanted to 
testify. Ve have worked that out. 


(Ott the record.) 

Mr. Brooks. May | say to the chairman and the members of the 
subcommittee, the reason I am here is that the chairman of the House 
Armed Servic S Committee, Mr. Vinson, appointed me as chairman 
of a special subcommittee to investigate the size and missions of the 
Regular Establishment. The subcommittee was authorized: 

To conduct an inquiry into the adequacy of the strengths of Army, Navy, Air 
Force, and Marine Corps, and Reserve components (including National Guard), 
to meet assigned missions for the defense of the United States, and to comply 
with treaty obligations: the soundness of a stable force concept for the foresee- 
able future; analysis of the present combat capabilities of the armed services, 
including major combatant forces (aircraft, divisions, naval vessels, and so 
forth); and capability of the Armed Forces to wage nuclear, conventional, 
limited, or total war. 

That is the authority under which the subeommittee proceeded 
At a time we were having the hearings our chairman, Mr. Vinson, said 
that he wished to appear before this subcommittee himself, and I was 
to come along with him. He is in the reorganization hearings which 
are taking his time morning, afternoon, and Sunday, too. He is not 
able tocome. He sent his statement. 

In the meantime, my subcommittee has finished its hearings, with 
the exception of one witness. The one witness who remains is the 
Secretary of Defense. He was in Europe and we were unwilling to 
conclude those hearings until he appeared. 

To date there has not been a single witness who appeared before 
that subcommittee who has not sounded the alarm at the continued 
reduction in the size of the Army. 

We heard all of the Chiefs of Staff, we heard the Commandant of 
the Marine Corps, we heard the Chief of Naval Operations of the 
Navy, on the adequacy of our Armed Forces. It would appear that 
the Air Force and the N vavy will not be irreparably hurt by the re 
ductions contemplated in the fiscal year 1959 budget. The Marine 
Corps and the Army feel definitely that they will be hurt. 

I am here today to talk on behalf of the Army. We questioned 
General Taylor at great length. I have his testimony here. I wish 
to take just a moment or two later on to read you an excerpt or two 
from his testimony, exactly what General Taylor had to say about 
further reduction in the size of the Army. 

We are faced with the situation that we must have an Army which 
meets the needs of national defense. In that respect we must consider 
the size of the Army of the Soviet Union. It has. according to our 
testimony, 214 million men in the army. That is 175 divisions. We 
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have had 18 divisions in our Army, and they are being reduced to 14 
divisions because of the continued reduction in the size of the Army, 
Fourteen divisions against 175 Soviet divisions. 

Mr. Sixes. These are not full strength divisions; are they ? 

Mr. Brooks. They are not full strength divisions. The tragedy of 
the matter is that in the defense concept we have what is called a 
Strategic Army Corps which consists of three divisions. Under this 
reduction of the Army we will have to include 6,000 trainees in each 
one of our Strategic Army Cor ps divisions. So the fighting part of 
the Army, which is the Strategic Army Corps, will be filled up w ith 
18,000 recruits who have not finished their boot training, to use a 
naval term. That is what we are up against. 

In 1956 we had an Army strength of roughly 1,025,000. By tacit 
consent it went down to 1 million men. In 1957 we had reduced from 
1,025,000 or 1 million, whichever you prefer to accept, down to 950,000, 
By July of this year we will be down to 900,000. 

In the future under further reduction we will have an Army of 
870,000 unless they come in next year with a further reduction to 
850.000. 

Mr. Tuomas. What is the total strength of the Russian Army, Mr. 
Brooks? 

Mr. Brooxs. It is 24% million. We have 5 divisions in Europe 
against 175 Russian divisions. The alarming situation is that we were 
depending upon the French divisions. The French divisions now have 
been diverted to a large extent to north Africa because of their prob- 
lems there. We were depending on the British to supplement ours. 
The British are reducing. Whether rightfuly or wrongfully, they are 
reducing. 

Mr. Stxrs. To about half strength. 

Mr. Brooks. To about half strength. 

Mr. Sixes. Is it not true, Mr. Brooks, under the terms of the original 
NATO agreement, the member nations were to have 30 divisions in 
line in Europe at this time, and actually has only 15 divisions ? 

Mr. Brooks. That is correct. We have cut all along the line. 

Mr. Tuomas. Mr. Brooks, what is wrong with taking some of our 
900,000 troops and making about 10 divisions instead of 5 that we 
have overseas in Europe? 

Mr. Brooxs. You mean over there? 

Mr. Tuomas. Yes. 

Mr. Brooxs. Under the present program of 870,000 men, we will 
have 14 divisions. 

Mr. Srxes. Understrength divisions. 

Mr. Brooks. Understrength divisions. AsI say, the Strategic Army 
Corps will be filled up with recruits; that is, the corps that ought to 
be at a full strength of well-trained Regulars. 

Mr. Tomas. Yousay we have 14 divisions? 

Mr. Brooks. Five in Europe and 2 in the Far East make 7 divi- 
sions, almost 50 percent of our strength right there. 

Mr. Srxes. I think what Mr. Thomas is getting at is, out of 870,000 
men or 900,000 men, where are all the others whe are not in divisions? 
I think you will want to get into the training requirements, the supply 
requirements, and the pipeline which take up a great part of our 
Army. 
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Mr. Brooxs. That is correct. I was going to say that accounts for 
seven, which is 50 percent. ; 

Then I believe we have a part of a division in Hawaii and a part in 
Alaska. That leaves us only about six divisions in this country, of 


which a part are trainee divisions. One of those divisions will prob- 
ably go by the board asa result of this further reduction. 

So the Army is being utilized, as far as I can see it, to the end 
strength that it has, but the continued reduction is no doubt hurting 
them and, in my judgment, it will jeopardize the security of this 
country. 

I mentioned the Strategic Army Corps divisions which are reduced 
by 18,000 trainees in the 3 divisions. Three divisions run about 35.000 
to 40,000 men depending on the type of divisions, but 18,000 of them 
are trainess. 

I want to read to you, if I may, just an item from General Taylor’s 
testimony. In response to one of my questions, which question is as 


follows: 


On June 30, 1957, the Army had an authorized strength of 1 million men. It 
has been reported that the Army is accepting a reduction to 900,000 by the end 
of fiscal year 1958. The Army budget for the fiscal year 1959 provides for an end 
strength of 870,000, which requires further strength reduction of 30,000. Please 
tell the committee in what areas and activities the Army is applying these euts 


That will help to answer your question, Mr. Thomas. 

General Taylor replied : 

At the start of 1957 we had 18 divisions. At the end of fiscal year 1959, based 
upon the present budget, we will have 14 divisions. 

In other words, 4 divisions—2 infantry, 1 armored, and 1 airborne 


I think the airborne division certainly ought to be saved in some 
way —_— 
will have been eliminated from the Army. Concurrently, we will have reduced 
the actual personnel strength overseas by some 70,000, that is, 51,000 in fiscal 
year 1958S and 19,000 in fiscal year 1959. Within the United States we will have 
had to contract more or less proportionately in all the support type activities 
which we have 

The quick answer, then, is we will have lost four divisions. We will have lost 
130,000 in personnel, of Which 70,000 will have been taken ont of our Overseas 
deployment. 


Further in response to a question : 

You indicated a personnel reduction in the overseas area of 51,000 in fiscal 
year 1958, and an additional 19,000 in fiscal year 1959. What effect will these 
reductions have on the Army overseas deployment other than the loss of the 
two divisions? 

General Taylor said: 

We will have removed a division from Japan, so that we will have no 
theater-type reserves in that part of the world to support our troops in Korea. 

In other words, we have two divisions in the front line in Korea. We have 
no Army division immediately behind them for their reinforcement. 

In other words, General Taylor says very specifically that we have 
no support for our 2 divisions in Korea, and that we are required 
to use 15,000 Koreans to do the support work for those 2 divisions In 
Korea, it is so short in American strength at this time. There is not 
a division to back us up in that area. 
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In reference to the north African situation, I want to read to you 
just one statement from General Taylor: 

It certainly was a substantial reduction to the ready forces available to Gen- 
eral Norstad and resulted in weakening of those shield forces which are so in- 
dispensable. It is true we see some improvement in the slowly growing Ger. 
man contribution, but General Norstad and General Gruenther both have ex- 
pressed their feeling that the ground forces are unduly weak in Europe at this 
time. 

Then a questiot 


So at the very time that the French strength is being reduced because of 
their problems in north Africa, we likewise are having to reduce ours there? 


General Taylor answered : 

Yes, sir. We have maintained our major tactical units, but we have had 
to reduce numerically the numbers which I have indicated. 

A further question : 

There is no reduction in responsibilities that we have undertaken under treaty 
and moral obligations to the European allies, is there, General? 

And he said, “No, sir, there is not.” 

Mr. Tuomas. Mr. Chairman, will the gentleman yield / 

Mr. Manon. Yes. 

Mr. Tuomas. I have an appointment downtown, and I request that 
[ be permitted to leave, Mr. Chairman. I wanted to hear everything 
the Congressman says, but I shall read his statement. He is one of 
the outstanding Members of the Congress, and certainly there is not 
i man in the Congress who is more familiar with this subject than 
(‘ongressman Brooks and whose judgment on this subject is more 
highly regarded on the floor. 

Mr. Brooxs. Thank you very much, Mr. Thomas. I do appreciate 
your being here. 

May I read another statement from General Taylor in response to 
this question / 

Do you consider the Army of 870,000 provided by the fiscal year 1959 budget 


sufficient for adequate performance of Army roles and missions in view of our 
treaty obligations and commitments? 


Here is his answer, in brief: 


I would answer your question by saying that Secretary Brucker and I both 
recommended an Army of 925,000 strength rather than 870,000 in the Presi- 
dent’s budget. The 925,000 would retain the 15 division structure and would 
adequately support our overseas deployments. The actual structure we have 
under the 870,000-man ceiling I think is the best balanced force we can get from 
that manpower. It provides forces for all of the Army missions, but in many 
cases, in my judgment, on a marginal basis. I have not changed my view which 
I expressed as a formal recommendation during the budget-making processes, 
namely, that 925,000 in 15 divisions represent a force which would be adequate, 
assuming we had the right kind of people and modern equipment. 


I could continue at length, but that substantially is what the Chief 
of Staff of the Army said. 

You will find, Mr. Chairman and gentlemen of the committee, a 
good deal of this has been eliminated for sec urity reasons. I think 
in summing up what General Taylor had to say, we can express it by 
saying that he feels that 7” security of the country is in jeopardy by 
this further reduction in the Army. I think every member of our 
committee feels the same way. There is not a single dissent in our 
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subcommittee to this position on the proposal to further reduce the 
Army to 870,000. 

We shall have a final report in a few days. Unfortunately these 
hearings came up before the final report could be printed. I make 
this plea to you on the basis of what the testimony has shown from 
every one of the Joint Chiefs of Staff, the Chief of Naval Operations, 
and the Commandant of the Marine C orps, as to what we need in the 
wav of a well-balanced, stabilized force. 

I thank you very much. 

Mr. Manon. Thank you very much, Mr. Brooks. It is a pleasure 
to have a man of your qualifications and experience before the com- 
mittee. We will go very thoroughly into the problem which you have 
presented. 

In our hearings we heard the Army witnesses over a period of 2 or 
3 weeks in regard to various problems. We discussed with General 
Taylor and with Secretary Brucker and others some of these very 
important problems which you have mentioned to us today. 

I think there is not much doubt that the committee will take some 
action to implement the manpower structure of the Defense Depart- 
ment to some degree. Theoretically and idealistically, we would like 
to do far more in the Army, Navy, and Air Force than the budget 
provides. We must take into consideration a great many matters. 

When I talk about implementing the manpower, | am thinking of 
the possibility of the National Guard, the Reserve, and otherwise. 

Mr. Brooks. This committee has a terrific problem. I know that 
you and all the members realize it. I would feel great concern if we 
did not have men of your stature on the committee. I think we have 
an excellent committee. I would not be emboldened to come here and 
say a word on behalf of the size of the Army exce pt that I know you 
have ; such a ols ga ntic problem providi ne for e very one of the sei ices, 
perh: ips you are not able to give as muc ch time to the individual serv- 
ices aS a speck: il subcommittee ap pol nted for that purpose. 

Mr. Manon. Regardless of that factor, we are always interested 
in getting the best qualified opinion which is available in and out of 
Congress and in and out of the Pentagon. It is very helpful to have 
your presentation. 

Mr. Stxes. I have a question or two, Mr. Chairman. 

Mr. Brooks, your committe, which is a great committee of the Con- 
gress, has independently studied the problem of the reduction of the 
size of the Army, and you are here not only.to give us the thinking of 
your entire committee but also as the representative of the chairman 
of that oreat committee, himself a most distinguished Member of the 
Congress. 

Mr. Brooks, we have had pre sented to us a heure of some $800 mil- 
lion as the amount necessary to provide the additional 30000 troops. 
That figure in itself appe: ared utterly ridiculous to me because it costs 
but 835.200 to maintain a soldier an d to pl ovide him with all his ae 
couterments. That isthe cost of a man in the Army. 

I have done some recent checking with the secretary of the Army 
and with his representatives, and I find that that astronomical first 
figure has to do not so much with another 3 U.U00 troops as it has to 
do with the « ‘omple te modernization of the Army. 

Mr. Brooxs. That is correct. 
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Mr. Srxes. Instead, for $84 million we can have another 30,000 
troops who are just as modern in their equipment as are the 870,000 
troops which are proposed in the regular budget. Is that right or 
not ? 

Mr. Brooks. I do not know definitely about the figure which the 
gentleman mentions, but I think undoubtedly what the gentleman 
has in mind is correct. 

Mr. Srxes. I have documentary evidence from the Department of 
the Army to substantiate my statement. 

Mr. Brooks. The figures they give so often are figures for modern- 
izing the entire Army. 

Mr. Sr«es. Rather than just for providing 30,000 additional troops 
and their own equipment. 

Mr. Brooks. For instance, they give us figures that would total $588 
million in contrast to your figure of $800 million. You cannot explain 
the difference except that some must be new, modernized equipment 
which eventually this committee will have to provide regardless of 
the number of troops in the Army. 

Mr. Stxes. But 30,000 more troops in the Army or 55,000 more 
troops in the Army, depending on whether we propose to go to 900.000 
or to 925,000, will not cost the kind of money they originally testified 
to, but will cost only the proportionate amount in addition per soldier 
that it costs to maintain the number that they originally pronosed. 
That will be $84 million if we go to a strength of 900,000, or $215 mil- 
lion, I believe. if we go to a strength of 925.000, The equipment of 
those troops will be just as modern as is the equipment in the remainder 
of the Army. 

Mr. Brooxs. That is correct. 

Mr. Srxes. It is not a matter of trving to modernize the whole 
Army and tie that to the addition of 30,000 troops. 

Mr. Brooks. That is correct. 

Mr. Srxes. I wanted to be sure if your information substantiated 
mine on this. 

Mr. Brooks. TI do not have that figure of $96 million. I have a 
figure of $130 million for pay and allowances which would be needed. 
It is so obviously out of line with the $800 million to which vou have 
referred that there is no doubt that something else is included in that 
$800 million. I do not know why it is so difficult to obtain these 
figures. 

I can go along with vou and say that 30,000 men added to the 
Army, if you add proportionately man per man, costs so much per man. 
I assume $96 million would be correct. 

Mr. Stxes. I have asked the Department of the Army for a signed 
statement showing the exact amount they will need for 25,000 addi- 
tional troops or for 55,000 additional troops, with equipment which is 
comparable to the equipment of the remainder of the Army. That 
information will be in my hands during the day. 

Mr. Brooks. Fine. I think the gentleman is making a careful study 
of that, and certainly we go along with his thinking on it. We spent 
a month on this. I think we know pretty well w hat our Nation needs 
in the way of security. The trouble is, when you put it on a dollars 
and cents basis rather than on the basis of national secnril vy, you can- 
not figure what the loss will be if you make a mistake. It may be the 
independence and security of our country. 
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Thank you very much, Mr. Chairman and gentlemen. We appre- 
clate your courtesy. 
Mr. Manon. Thank you very much, Mr. Brooks. 


Army NationaL GuARD AND RESERVES 
WITNESS 


HON. LeROY ANDERSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MONTANA 


Mr. Manon. We will now hear the statement of our colleague from 
Montana, Mr. Anderson, with reference to the Army National Guard 
and Reserves. 

Mr. Anperson. I am happy to have this opportunity to appear 
before this Army panel of the Subcommittee on the Department of 
Defense of the House Committee on Appropriations. I am here 
to ask that you appropriate enough money to maintain the Army 
Reserve at 300,000 in paid drill status and the Army National Guard 
at 400,000 in paid drill status. I do this despite the fact that the 
President’s budget cuts both a figures by 10 percent. In my 
opinion, we should be strengthening our Reserves, not cutting back, 
as the manpower in the Regular Establishment is reduced. 

The House Armed Services Committee, after extended hearings, 
decided to authorize the present 700,000 in paid drill status for the 
civilian components. I hope your thoughtful committee will recom- 
mend appropriations to support that figure. Then, I hope the ad- 
ministration will see fit to carry out the will of the people, as ex- 
pressed through Congress, and will spend the money and maintain 
a strong Army Reserve and National Guard. 

Perhaps I should, as the lawyers say, “qualify” myself first. I 
joined the National Guard when I was 17 and I am now in my 33d 
year of active service in the Reserve and National Guard, including 
5 years of active duty as a tank battalion commander in World War 
Il. I am the commanding general of the 96th Infantry Division 
(Reserve) which is the major reserve organization in the Rocky 
Mountain States of Montana, Idaho, Utah, and Arizona. I have 
for many years been a member of the Reserve Officers Association 
Army affairs committee and I am a member of the advisory board 
of the Senior Reserve Commanders Association which includes most 
of the general officers of the Army Reserve. 


TRAINED PRIOR SERVICE PERSONNEL 


The participating personnel assigned to USAR units compose a 
highly effective, well-trained force. Over 85 percent of these person- 
nel have had prior service with the active forces or have completed 
the 6 months’ training program. In my division, more than 90 per- 
cent of my people will have been on active duty. As of March 30, 
1958, there was a total of 273,000 Army reservists actively partici- 
pating, in a paid drill status, in the training program and another 
780,000 available on call as individuals. Included in this number are 
those currently participating in the 6 months’ active duty training 
program. 

Most of our officers and NCO’s are combat veterans. All our recruits 
have had or will shortly receive at least 6 months’ active duty training. 
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Our units are made up of trained men. More than that, we have the 
leadership to accomplish our mission in peace or war. Civic, business, 
and political leaders frequently belong to the Reserve unit in their 
community. The mayor of Coalville, Utah, was one of my regimental 
commanders; the Republican chairman in Idaho was executive officer 
of one of my battalions. In 1948, my chief of staff was elected to be 
Governor of the great State of Montana. He continued as my chief 
for some months, but the workload got so heavy he said he’d have to 
give up one of the jobs. I am sure that it was with some reluctance 
that he relinquished his Reserve slot to devote his full energy to being 
Giovernor of our State. Leaders in the Reserve are leaders in civilian 
life, too, and bring the prestige of their civilian accomplishments to 
enhancement of our military reserve strength, on the one hand: and 
on the other side they serve to bring to their communities an under- 
standing of our defense needs and so further the great citizen-soldier 
partnership that is so firmly in our Nation’s tradition. There are over 
1 million active reservists. 


\RMY RESERVE .ORGANIZATION 


In the days before World War IT, the Army Reserve was really 
just a big pool of officers. We had almost no enlisted men, no effec- 
tive units ready to go. In 1946 and 1947, we were still training on 
an. individual basis, but in 1947, the Reserve got its first troop basis. 
I organized an infantry regiment of the 96th Division, and the next 
year became division commander. That’s almost 10 years ago now 
and I'd like to dwell a moment on the changes that that 10 years has 
brought in the Reserve units. For several years, we were almost 
all officers—we had no equipment, no armories, no drill pay. Per- 
haps that structure was acceptable then, because we had a few million 
veterans who had not vet lost their milit: ary ae and there might 
have been time to mobilize them then. Today we no longer have 
time for protracted mobilization, and our ied 3 is for units trained 
and ready to go into action, with a minimum of time and 
augmentation. 


CHANGING CONCEPTS 


[ would like to emphasize again the change in concept of roles 
and organization of the Reserve in these 10 years. During these 10 
years we went from the concept of a pool of individu: i] m: inpower, to 
an officer cadre, then to an officer and enlisted cadre, and finally to 
that of a combat ready unit, isnieed, trained and equipped for its 
M-day job. This is a revolutionary change, and it is well on its way 
to completion. 

If I make _ a point to you this morning, I want you to 
remember that the Army Reserve has met and will continue to meet 
any goals that th se charged with implementing the national policy 
are willing to set and support. The 86th Division, which I com- 
mand, was rapidly approaching full authorized strength in 1952 
when changes in national policy brought our run down to a walk. 
Again after the passage of Reserve Forces Act, 1955, our strengths 
skyrocketed, and in my division at least, we had exceeded our author- 
ized strengths when shortage of funds brought the om program of 
6 months’ training to a erinding halt in May of 1957. With the 
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rele: ise of funds again as of January 1 this year, we started taking in 
962’s again, and in ~ ths an 60 days, we had enlisted almost our ‘full 
quota for fiscal 1959, so we’re just about out of the recruiting business 
again. ‘ ) al 

What I experienced with my division was representative; prior to 
the placing of restric tions upon Army Reserve recruiting, a capability 
was demonstrated to enlist 12,000 per month for the popular 6- months’ 
training program. ‘This was in March, April, and May of 1957. So 
I say to you that with utmost confidence, the Organized Reserve will 
meet any strength goal that the national policy w ill support. We feel 
that an absolute minimum isa paid drill strength of 300,000. To drop 
below that figure will force elimination of needed units from the troop 
basis or will reduce the strength of the units below minimums required 
for the national defense. 


BALANCED STRUCTURI 


Let’s talk about that for just a minute. In round figures, I would 
guess that the station list or troop basis of the Army Reserve is set up 
for a full strength of about 450.000 men. Authorized strengths. re Pp 
resenting manning levels, are at 300,000. This means that about 
150,000 fillers would be needed to fill the unit structure of the Army 
Reserve. In a time when we must expect our mobilization to be in- 
comparably faster and more efficient than ever before this is a rock- 
bottom figure. It is only about two-thirds of the figure projected 
about 2 years ago. The Department of the Army proposal to cut this 
figure to 270.000 is a serious threat to the defense of our og iets 

The troop structure of the United States Army must be designed 
to meet the requirements of national security, and the National Guard 
component also has additional requirements in the matter of State 
security. That is one reason that any acceptable structure of the 
Reserve components must contain a balance of Army Reserve and 
National Guard. That is one reason the Army Reserve must include 
some of the major combat elements if the national security is to be 
properly provided for. To put all our combat power in one segment 
of our Reserve components would be to invite disaster. If one or 
more major combat units were involved in other than a national mis- 
sion, where is the replacement for that unit? Remember we had only 
enough in the first place to meet minimum requirements. I stanchly 
support the concept of balanced forces. 


ACCEPTABLE MINIMUM IS 700,000 DRILL PAY FOR RESERVE COMPONENTS 
ARMY 


It is essential that the Reserve components of the Army be main 
tained at a minimum of 700,000. It has been established as a Depart- 
ment of the Army position, and concurred in by the full committee 
of the General Staff Committee, which includes re presentation of the 
Army National Gu: ard and Army Reserve that a minimum strength of 
700,000 “drill pay” strength (400,000 National Guard and 300,000 
United States Army Reserve) be maintained. Further, it has been 
recognized as accepted policy that a 4-to-3 ratio be maintained between 
the authorized “drill pay” strength of the two Reserve components of 
the Army. 
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May I respectfully call your attention to the proceedings of the 85th 
Congress, Ist session, and I quote Mr. Sikes: 

It is the at ition of this committee and of the conferees that the strength 
level of the National Guard should not drop below 400,000 for fiscal year 1958 and 
that the strength level of the Reserves be maintained at a level not below 300,000 
as specified in the justification presented to the Congress by the Department of 
the Army and supported by the Bureau of the Budget. 


ECONOMY 


The Reserve components of the Army to be maintained in the Ready 
Reserve have been established at 1,448,000. Of this 1,448,000, only 
700,000 (400,000 National Guard and 300,000 Army Reserve) was 
authorized to be in a drill-pay status during fiscal 1958. The Army 
Reserve, in addition to having the mobilization responsibility of pro- 
viding trained units, has a second mission of prov iding trained indi- 
vidual reinforcements in the numbers required in the event of an 
emergency. It never has been the concept of the Department of the 
Army to maintain this authorized Ready Reserve total of 1,448,000 in 
a drill-pay status. However, it is mandatory to maintain those Army 
National Guard and Army Reserve units required for the initial phases 
of the mobilization with an assigned drill-pay strength large enough 
to permit an effective training program and assure these units mobili- 
zation readiness. 

Concerning the present Ready Reserve requirement of 1,448,000 in 
the Reserve with the present authorized drill-pay strength within this 
total requirement of only 300,000, it is apparent that provisions have 
been made to provide weekly and annual training for approximately 
29 percent of the Army Reserve personnel required to meet the mobili- 
zation needs of this country. More than 2 out of 3 reservists thus 
serve without drill pay. 


GEOGRAPHICAL LOCATION 


The United States Army Reserve presently has authorized troop 
units in over 1,900 cities and towns throughout the United States. It 
is recognized that many of these larger communities are presently 
supporting both Army Reserve and National Guard units. However, 
there are also many of these communities which have only one of these 
components represented. The wide geographical dispersion of United 
States Army Reserve units across the United States together with the 
equally wide dispersed Army National Guard units provides a maxi- 
mum opportunity for the youth of the Nation to participate in the 
popular 6-month training program or other military training both in 
large cities, urban areas, and the smaller communities. I feel that it 
is mandatory that the Reserve components of the Army be maintained 
at a minimum of 400.000 for the National Guard and 300,000 for the 
United States Army Reserve, in order to continue these training oppor- 
tunities for the youth of the Nation. Anv revised troop structure of 
the Reserve components must continue to provide for maximum geo- 
graphical distribution of authorized units in order to assure an effee- 
tive Reserve training program for participating individuals. 
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TROOP BASIS 


Speaking as a Reserve commander, I, together with other representa- 
tive Reserve commanders, members of the panel of the General Staff 
Committee on National Guard and Army Reserve Policy, and officers 
and representatives of the Reserve Officers Association, have seen and 
to some extent studied the proposed revised USAR troop basis. These 

teserve leaders have expressed deep concern over any loss in units. 
They deplore any further reductions from the presently authorized 
10 USAR combat divisions. May I emphasize that the original troop 
structure of the Reserve components of the Army provided for 25 
Army Reserve combat Infantry divisions. This original authorization 
of 25 divisions was reduced to 10 as a result of the last reorganization 
of the Reserve troop structure. Asa Reserve commander, I must voice 
the unanimous opinion of all reservists. We cannot accept a still 
further reduction of these combat divisions. Reductions from the 
present USAR divisional authorization, together with other unit 
losses, particularly higher headquarters type units (corps and bri- 
gades) staffed by field grade officers, will not be easily accepted by 
membe rs of the Army Reserve. 


PENTOMIC ORGANIZATION 


gener: al cone ept of this pl in is in the best interest of meeting the e: arly 
ph: ises of a mobilization or national emergency. They also acce pt 
progress in the reorganization of the Reserve divisions and separate 
units into the pentomic-type of structure designed to meet the needs 
of modern warfare. 

Remember that as we convert to the pentomic structure, we will 
lose units. An Infantry division, for example, will lose 37 company- 
size units when it goes pentomic. This means that just eliminating 
small nonessential units and converting to pentomic structure will 
permit the Reserve to carry a little higher authorized strengths in 
those units which are essential to our national security. May I em- 
phasize again that the Army Reserve can maintain any strength in 
these units that the patio nal policy will support. We have almost all 
the officers, almost all the noncommissioned officers, and most of the 
privates, trained and ready to go. We have proven that any time we 
get the green light we'll meet any goal set, in picking up the recruits 
and privates to round out the units. To cut back our units would be 
even more disastrous than to cut our authorized strength. If you cut 
units, you are cutting experienced, battle-tried, comb: \t-res ady officers 
and men. When you cut authorized strengths, you’re cutting out 
muscle. When you cut units, you’re cutting off arms and legs. 


However, the Army Reserve meee, atives are agreed that the 
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NATIONAL GUARD AND RESERVE PROGRAM 


WITNESS 


HON. GEORGE S. McGOVERN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF SOUTH DAKOTA 


Mr. Manon. Our next witness is our colleague from South Dakota, 
Mr. McGovern. 

Mr. McGovern. Mr. Chairman and members of this subcommittee, 
in its budgetary requests for fiscal year 1959 the administration has 
recommended substantial cuts in the National Guard and Army Re- 
serve programs. 

Coming at a time when international relations are under constant 
strain and tensions are mounting, I believe such action is most un- 
wise. Should the Congress place its stamp of approval on the recom- 
mended budgetary expenditures which the administration has called 
for, it will automatically bring about a reduction of 10 percent in 
the personnel numbers of the National Guard and the Army Reserve. 

It is my understanding that the Department of Defense had agreed 
to maintain the strength of the National Guard at 400,000 men. Yet 
this budgetary proposal would provide only enough money to support 
a National Guard Establishment of 360,000. Last May the National 
Guard personnel number stood at 435,000. Subsequently this number 
was reduced by 35,000. Added to the 40,000 decrease in manpower 
which the administration now proposes, this would total 75,000 men 
dropped from the National Guard program within a year’s time. I 

respectfully submit that this is a serious blow to our military pre- 
paredness effort. 

All of us recognize the importance of stepping up our capabilities 
in the fields of nuclear weapons and ballistic missiles. The day is 
not in sight, however, when we can dispense with the citizen-soldier. 
Three times in the last half century, the National Guard has been 
called to the defense of this country, and distinguished itself in each 
of these ge military conflicts. As the Korean war so conclusively 
proved, the National Guard, with its high level of experience and 
efficiency, continues to be a very basic element in our higher military 
system. 

It is interesting to note the emphasis which the Soviet Union 
places upon the importance of ground forces. The Russians, it has 
been reported, maintain 175 army divisions compared to our 15. In 
view of this, it would seem more realistic if we were to strengthen 
rather than to weaken our Reserve forces. 

I am extremely proud, as all South Dakotans are, of the valiant rec- 
ord which has been established by the units which we have in South 
Dakota. South Dakota has 21 parent National Guard units, or the 
equivalent of a oe battalions. South Dakota also has one of the 
Nation’s best Air National Guard units. The Nation, as well as the 
State of South Dakota, has invested a great deal of money in the 
training of these highly efficient units. It is estimated that, for every 
active soldier in the Armed Forces, eight National Guard men can be 
maintained in a condition of military readiness. It would be false 
economy to deprive ourselves of this important investment in our 
National Guard program. 
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I respectfully request that this subcommittee recommend an ade- 
quate appropriation to restore the 10 percent cutback in National 
Guard and Army Reserve strength. 


STATEMENT OF REPRESENTATIVE J. W. Trimeie, or ARKANSAS 
NATIONAL GUARD 


Mr. Manon. The committee is in receipt of a letter from our friend 
and colleague Congressman Trimble. It will be made a part of the 
record at this point: 


Mr. Chairman and members of the committee, the National Guard is an integral 
and important part of our national defense. Its strength and readiness to 
fight is vital to our Nation’s well-being. 

I believe the strength of the guard should be maintained at its present level 
or higher. The program begun last year for the Army to train National Guard 
recruits needs to be expanded. It is my information the Army has insufiicient 
funds to train the number of men the guard has ready for training. This situa- 
tion is having an adverse effect on the strength of the guard units. 

It has been recommended that funds be provided the Army for training 55,000 
National Guard men in fiscal 1959. 

It is my humble and sincere request that you gentlemen recommend funds tu 
maintain the guard at its present level of strength, or higher, and funds for the 
training of 55,000 guard recruits in the coming fiscal year. 

Thank you. 


STATEMENT OF SENATOR ArtTuour VY. WATKINS, or UTAH 
NATIONAL GUARD AND RESERVES 


Mr. Manon. Our colleague, Senator Watkins, has forwarded us a 
statement which he would like to have inserted in the record. The 
statement follows: 


Mr. Chairman, public officials and the public generally in my State are greatly 
concerned over the announced plans for 2 10-percent reduction in the Army Re- 
serve forces, an action which they believe seriously affects the National Guard 
program. 

One reason for this concern is that the training and readiness of our vital 
military Reserve forces—our modern “minutemen’’—extends into most com- 
munities of any size. Another is that most of us have been sold on the logic of 
the argument that it is much cheaper to train and maintain a soldier as an 
active reservist and National Guard man than it is to finance a huge standing 
army. 

The governors of the 48 States also have long valued the National Guard as a 
State militia, equipped and ready to come to the aid of the State in emergencies. 

There is much in experience and logic—and economics—to support an ade- 
quate Army Reserve and National Guard. Therefore, as a representative of my 
State, I became justifiably concerned when letters from the Governor, mayors, 
and other prominent citizens poured into my office criticizing a budgetary action 
that conceivably could save some money, but at a great cost to our going Reserve 
and guard programs. I deem these letters worthy of your consideration as a 
committee, and I am taking the liberty of attaching them as exhibits at the 
conclusion of this testimony. 

The Governor of my State, the Honorable George D. Clyde, informed me that 
the specific effect of the impending strength restrictions would affect the Utah 
National Guard as follows: 

1. Elimination by forced reduction of from 500 to 1,000 officers and enlisted 
men, 

2. Likely elimination of up to 3 battalions or 12 company-sized units, with the 
possibility of affecting 50 percent of the communities where the units are located. 

This is a heavy impact on the militia of a sparsely populated State. “No 
indication is given,” wrote the Governor, of “how units can be discontinued in 
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communities which have provided dedicated support for many years.” Most 
of our communities have supported the Reserve and guard programs, and they, 
as well as their residents of military age, will have morale repercussions from 
such a cut. 

No information was provided as to the impact this action will have upon 
the going program of accelerated construction of armories to sustain the Re 
Serve program we presumably have been expanding since the post-Korean 
reduction in Active Army strength. However, Governor Clyde did make the 
general observation that “elimination of National Guard units would leave 
existing facilities unused, active personnel without affiliation, and the National 
Guard withered and stripped of effectiveness.” And that is a pretty serious 
indictment from a Governor who is moderate in his approach to Government 
problems. 

In analyzing this problem, I am acutely aware of the budgetary challenge that 
confronts the executive department and the congressional Appropriations Com- 
mittees. And I feel that appropriations for the Military Establishment should 
be scrutinized with extreme thoroughness—merely because of the fact, as you 
are well aware, that 64 percent of the national budget is expended for protec- 
tion. When interest costs are added, we are utilizing 3 our of every 4 tax dollars 
to pay for past, present, and future wars and defense efforts. 

Now, let’s take a look at the savings effected by this latest proposed cut in 
our Reserve and National Guard forces—a 10-percent reduction so vigorously 
criticized by responsible officials in my State. 

Well, according to testimony submitted to your committee by the Army, the 
restoration of Reserve force strength from the reduced figure of 630,000 to the 
originally recommended level of 700,000 will cost $132 million. This amount is 
only one-third of 1 percent of the total $40 billion budget for the military 
services. 

And let’s see what this proposed restoration of $132 million will buy. Accord- 
ing to information provided by the Army for this committee, the appropriation 
of an additional $132 million for the Army would: 

1. Provide for a National Guard with an active strength of 40,000, and the 
capacity to handle the induction of 55,000 instead of 22,000 6-month trainees. 

It would restore 930 full-time National Guard technicians, provide for guard 
participation in Army command-post exercises, for State-unit schools, and for 
the first increment of new uniforms. 

2. Provide for a paid drill strength of 300,000 in the Army Reserve, increase 
training capacity for 6-month trainees to 36,000, and provide for the first incre 
ment of new uniforms. 

3. Provide for new unit and individual 2quipment, and repair of vehicles 
and equipment to support the Reserve and guard forces. 

4. Provide 6-month training for 3,174 newly commissioned ROTC graduates 
excess to the Army’s requirements for 2-year active-duty tours and without 
any other prospects for such active-duty training unless such funds are added 
to the budget. 

5. Provide for 60 National Guard armories and 33 Army Reserve training 
centers. 

In my opinion, these are justifiable returns from this training restoration 
recommended so strongly by local and State officials, and I hereby recommend 
that this committee take the necessary appropriate action. 

In taking such action, this committee may desire to recommend that the 
Armed Services Committees explore the justification for continuing the recom- 
mended program restoration during fiscal year 1960. I certainly have no 
objection to such a study, because if the program is sound enough to stand 
up, it certainly can survive any prolonged investigation. However, in view of 
the obvious State interest in the future level of National Guard strength and 
training, I strongly recommend that the views and recommendations of the 
appropriate State officials be solicited and considered in any such legislative 
study. 

Meanwhile, in the interest of major economies in defense spending, I hope 
that this session of Congress will act to adopt the President’s reorganization 
plan for the Defense Department. Most of us participated in the congressional 
fight over unification when the Department of Defense was created, and it 
appears now that action to implement that first effort at unification is long 
overdue. Such action not only will increase the efficiency and effectiveness 
of our military effort, but it also should help provide major savings that 
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will make possible the maintenance of an effective Reserve aml Nutional Guard 
progran. 

Mr. Chairman, that concludes my statement, and I herewith submit the 
following letters which I hope can be reviewed by this committee and made 
a part of the record on these proceedings. The letters are from the following: 


Gov. George D. Clyde of the State of Utah 

Hal Smith, president, Beaver City Junior Chamber of Commerce 

Mayor Martell Easton, Beaver City, Utah 

Mayor Glen T. Anderson, American Fork City, Utah 

William A. Low, commander, District No. 7, the American Legion, Beaver, Utah 
Robert D. Osborn, commander, American Legion Post No. 32, Beaver, Utah 

Mayor William A. Barlocker, city of St. George, Utah 

Mayor Arnold E. Anderson, Cedar City Corp., Cedar City, Utah 

Samuel J. Hatch, attorney at law, Salt Lake City, Utah 

Comdr. Joseph A. Manzione, Department of Utah, the American Legion 

Mrs. Hazel Stapley, president, Beaver Business and Professional Women’s Club, 

Beaver, Utah 
Mayor G. Marion Hinckley, Provo City Corp., Provo, Utah 
Mayor Adie, F. Stewart, Salt Lake City Corp., Salt Lake City, Utah 
Mayor Raymond 8. Wright, city of Ogden, Utah 

STATE OF UTAH, 
OFFICE OF THE GOVERNOR, 
Salt Lake City, February 10, 1958 
Hon. ARTHUR V. WATKINS, 
United Ntates Nenate, 
Senate Office Building, Washington, D.C. 

Dear SENATOR WATKINS: Developments in blueprinting the future role of the 
Army National Guard in the preparedness plan of the United States are of 
sufficient concern to me to invite close congressional serutiny. 

The appropriation bill now before Congress includes funding to support a 
fiscal year 1959 vear-end strength of 360,000 for the Army National Guard 
This strength figure represents a reduction of strength of 20 percent in the 
Army National Guard since the end of fiscal year 1957. This reduction makes 
mockery of previous Department of Army, administration and congressional 
pledges to keep the Army National Guard at 400,000. 

The appropriation bill for fiscal year 1959 also provides funds for programing 
22,060 6-month training spaces. This limitation not only has further restric- 
tive control on the strength of the Army National Guard but perpetuates an 
expensive program excessive to the needs of the National Guard which needs 
could be provided in an 8- to 11-week basic training program conducted by the 
States during the guardsman’s summer vacation period. 

The reduction of National Guard strength is coincidental with a reorgan 


zation plan based on new concepts of warfare. It would appear that our re- 
tarded entry into the space dimension casts a nervous apprehension which 
stampedes reason and judgment. With its launching of the satellite era, Rus- 
sia did not reduce its 175 divisions of ground forces. Yet our position seems 


to take advantage of fear to increase appropriations for technological advance 
ment at the expense of curtailment of ground forces below the fifty-odd di 
visions now in being. It is not unlikely that the reduction of strength of the 
National Guard is a counterpart of a plan of reorganization to devitalize the 
National Guard and relegate it to a secondary role behind the United States 
Army Reserve. 

Whatever device or means is utilized, reduction of the strength of the Na 
tional Guard contradicts previous statements of principle by ranking defense 
planners that as the strength of the Active Army is reduced, the strength of 
the civilian components should be increased 

The specific effect of impending restrictions on the Utah National Guard 
would be as follows: 

1. Elimination by forced reduction of from 500 to 1,000 officers and enlisted 
men. 

2. Likely elimination of up to 3 battalions or 12 company-sized units with the 
possibility of affecting 50 percent of the communities where units are located 

The elimination of units and individuals is of particular concern inasmuch 
as it is absolutely essential to the internal security of the State to maintain 
the strength and readiness of the Utah National Guard. 
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Nor is any indication given of how units can be discontinued in communities 
which have provided dedicated support for many years. To the Pentagon, the 
implications are far removed. To me, as a Governor, the problem is as close 
as my Office door. 

The fact that the impending reorganization has been developed under an air 
of security restriction without consultation of the States flaunts constitutional 
guaranties for State militia. Some unanswered questions and suggested plans 
betray a serious lack of understanding of civilian component problems. 

Bear in mind that the reduction of National Guard strength would eliminate 
individuals presently active, available, and in training. It appears that any 
compensating reduction of United States Army Reserve strength would be ghost- 
like in nature, eliminating only paper spaces. The 1959 troop allotment basis 
for the Army Reserve of 270,000 implies a reduction of 20,000. However, to the 
best of my knowledge, the Army Reserve has never exceeded an actual strength 
of over 240.000. Not one single officer or enlisted man will be eliminated from 
the Armv Reserve. As a matter of fact, the Reserve will still have approxi- 
mately 30,000 spaces unused while active, trained, National Guard members are 
being sacrificed. 

Elimination of National Guard units would leave existing facilities unused, 
active personnel without affiliation and the National Guard withered and stripped 
of effectivness. It is conceivable that in the same town a Reserve facility might 
be provided, a new unit organized utilizing different skills and a Reserve system 
created, replacing the National Guard, except how can such a paradox be 
explained to the taxpayers? 

Such a situation would be even more wasteful than one now existing in a 
community in Utah with a population of 5,230. The State of Utah maintains a 
National Guard facility for two units with an assigned strength of 105 officers 
and men. The Reserve rents a facility for an amount in excess of $300 per month 
for a Reserve unit with an assigned strength of 34 officers and men. 

It is not beyond the realm of comprehension to see in this proposal persistence 
in a scheme to dislodge the National Guard from its traditional role as the pri- 
mary augmentation of the Regular service. The frustration of the plot to destroy 
the guard by federalization as proposed by the audacious Gray report of 1948, 
continues to be manifest in such moves as the present reorganization and 
reduction. 

Full cognizance is rot taken by the Federal Government of the value of the 
support contributed by the States. The ready reserve force, provided by the 
Utah National Guard, with State participation, in terms of valne for national 
security is often discounted through comparison with support by the Federal 
Government. The existence of a system whereby the State shares the burden in 
providing a truly ready, trained reserve in time of national crisis is much more 
economical than maintaining a large, standing Regular force with support entirely 
by the Federal Government at a much higher cost. 

A strong National Guard is of vital importance in Utah to provide internal 
security and control in event of aggressive acts directed at the Pacific coast area. 
The initial demand for support would be tremendous and could only be handled 
by an organization of the magnitude of the Utah National Guard. Civil organ- 
izations, such as county sheriffs and local police, would be inadequate. 

It would seem that emphasis should be placed on amplifying the need for addi- 
tinal National Guard rather than effecting reductions. In addition to the pend- 
ing action being detrimental to the interests of the States, it represents a depart- 
ment and administrative trespass upon the prerogatives of representative govern- 
ment delegated to Congress by section 8 of article I and article II of the Bill of 
Rights of the Constitution of the United States. The National Defense Act of 
1916 added the Federal role and implication of Federal control as a result of sup- 
port provided. The nresent action is viewed as further trespass on the rights 
of the States sought to be preserved by the Constitution. 

One has only to examine the long and proud history of the National Guard 
and its record of service to be convinced of its valuable contribution to the 
development and security of this great country. Its dual role of service to the 
States and Federal Government cannot be surpassed by realinement of strength 
at the expense of the States. This is particularly true when the trend would 
be for greater Federal centralization. In the short period since the end of 
World War II, those who desire to build up a strong United States Army Reserve 
seek to discredit the militia system which has been recognized for almost two 
centuries as the primary augmentation of the Regular Armed Forces. 
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I am not one to obstruct change for improvement. The present plan for 
reorganization appears to be a change for the sake of change only, seeking to 
reduce State control and increase the control of the Federal Government over 
the National Guard. ; 

I am confident that the National Guard can continue to be as vital a force 
in the overall plan of preparedness under the new concept as it has been under 
changing techniques and concepts since it first fought the savage in the dark 
forest in colonial days. The cause of preparedness could be more fully served 
if the Department of Defense would accept the constitutional proviso for a 
National Guard system and cease the nefarious and subterfuge plans of fact or 
intent for federalization of the guard. 

My voice of protest from this point so far removed from Washington is easy 
to ignore. Your voice in the Halls of Congress cannot be ignored. I urge you, 
therefore, to use processes available to you to invoke constitutional and congres- 
sional procedures in this matter which so vitally affects not only the security of 
the United States but also the fundamental processes of a democratic govern- 
ment of a Union of States. 

The rights of the several States should be recognized in an issue which so 
vitally concerns their welfare. 

Yours sincerely, 


Governor 


BEAVER City JUNIOR CHAMBER OF COMMERCE, 
Beaver, Utah, February 17, 1958 
Hon. Senator ARTHUR V. WATKINS, 
United States Senate. 

DEAR Mr. WATKINS: The Beaver Junior Chamber of Commerce is very con- 
cerned with the appropriation bill now before Congress which proposes the 
reduction in strength of our Army National Guard. 

We feel this distinctive cut in force in our National Guard will definitely 
reduce our security aS a community, State, and Nation. This reduction of per- 
sonnel and units will also leave many existing facilities unused. 

\s citizens of Utah, we feel the importance of our Utah National Guard. We 
are depending upon them for internal security as well as the protection a well- 
trained and well-equipped fizhting torce such as the Utah National Guard 
affords us. 

We are depending upon you as our voice in such matters to help execute our 
wishes 

Sincerely, 


HAL SMITH, President 


9EAVER CITY CORP., 
Beaver, Utah, February 13, 1958. 
Hon. ARTHUR V. WATKINS 
se} ro from Utah, 
Senate Office Building, Washington, D. C. 

Dear SENATOR WATKINS: The impending restrictions on the Army National 
Guard which are being proposed by the preparedness plan of the United States 
are of such dimensions that the results could well be disastrous 

This proposed reduction of forces of the National Guard is in direct conflict 
with assurances given by the Department of the Army and by congressional 
representatives that the National Guard would be maintained at a strength of 
not less than 400.000. 


It is easy to see that new and greater appropriations must be made for the 
advancement of technological warfare. The advent of the hydrogen bombs, 
satellites, and so forth into the war picture does demand that changes be made 


in the offensive and defensive tactics for national security, but it most cer- 
tainly do not even slightly indicate that the ever important ground security 
Ineasures should be lessened. 

Regardless of our apparent progress in the field of science, it will always be 
hecessary to have a standing line of national defense and security on the State 
level. In case of an extreme emergency, County sheriffs, local police and civil 
defense units. 911 untrained in all-out large scale warfare problems would be of 
little help. Likewise, the Federal Army Reserves, in their present state of 
preparedness would be little more effective. The Army Reserve today is not 


a trained, rough and ready defense unit, but is in actuality only a payer urmy 
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In lieu of adequate security through the lack of full-strength, full-trained 
National Guard men, it would be necessary to increase the strength of our Army 
Reserves and train them to a point where our requirements would be met. This 
would be gross mockery to the taxpayer. He would see his tax dollar wasted 
in the form of idle, vacant, and unused National Guard armory buildings and 
equipment decaying from nonuse, while literally billions would have to be 
spent to house the equipment and materials necessary to bring the Army Reserve 
up to a required standard. Taxpayers want security and they expect to pay 
for it; they will not, however, tolerate the lack of security caused by the cut- 
ting down of our own National Guard, nor the unnecessary expense they would 
be burdened with in the reactivating of a decomposed group. 

The Constitution of the United States grants to the States the rights of 
representative government. It also grants to the States the rights to maintain 
a suitable State militia adequate to meet the States needs, and grants that the 
Federal Government will assist in the financial support of that State militia. 

It would, therefore, seem that for the Federal Government to take steps to 
reduce the States militia, or to curtail its activities without representation from 
the States would be in direct violation of our Constitution of the United States. 

If there was any conceivable way in which this proposed change in our Na- 
tional Guard status could be seen as an improvement or a change to meet current 
demands, then everyone should wholeheartedly support it. This change, how- 
ever, seems Only to be a change for the sake of putting the National Guard 
and our security under control of the Federal Government. 

Surely the rights of the States are to be considered in any issue which con- 
cerns their welfare so much as this. May I therefore urge you to use processes 
which are to you available in upholding the procedures of our Constitution, 
and prevent what could be a disaster to our security and to our rights by taking 
from the States the rights to determine its individual needs. 

Very cordially yours, 
MARTELL EASTON, Mayor. 


AMERICAN Fork Crry, 
American Fork, Utah, February 12, 1958. 
Hon. ARTHUR V. WATKINS, 
United States Senate, 
Washington, D.C. 

Srr: I have just received a copy of a letter sent to you by Governor Clyde con- 

cerning the proposed reduction in the Army National Guard and I am vitally 

concerned. Governor Clyde has expressed in detail the sentiments we all feel and 


I can only add that the National Guard units have become an integral part of our 
small communities and their elimination or reduction in size would sorely effect 
the economic and civic life of our community. American Fork City extended its 


financial ability almost to the breaking point to acquire an armory and its 
abandonment or the curtailment of its use would now surely be extravagant. 
I ask, as mayor of American Fork that you strive diligently to preserve the 
present status of the National Guard 
Very truly yours, 


GLEN T. ANDERSON, Vavor. 


Tue AMERICAN LEGION. 
DEPARTMENT OF UTAH, 
Beaver, Utah, February 1 ,. 1958. 
Hon. ARTHUR V. WATKINS, 
Senator from Utah, 
Senate Office Building, Washington, D.C. 

My Dear SENATOR: It has been brought to my attention that the appropriations 
bill now before Congress provides for a strength of 360,000 for the Army National 
Guard at the end of the fiscal year 1959. This is a reduction of 20 percent as com- 
pared to the end of the fiscal year 1957. 

It seems that this projected reduction, in the face of the uncertainty of present 
day world affairs and the possibility of an economic recession here at home, might 
possibly have a very serious effect on the future security of our great country. 
This is certainly not the time for reductions in our Armed Forces. 

If this change is contemplated from the standpoint of an increase in other com- 
ponents of our forces, it would be well for Congress to study the history of the 
Army National Guard and determine the dollar cost of a guardsiman as com- 
pared to other military personnel. 
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If this change is purely economic, there are scores of other projects where costs 
might be curtailed without jeopardizing the security of our Nation and the wel- 
fare of small communities such as we have in southern Utah. 

I am a veteran of World War II, and was member of the Utah National Guard 
in Federal service in Korea. I am not now affiliated with the Utah National 
Guard, but from personal experience, I can assure you that from a security stand- 
point in relation to cost, a Federal dollar will buy more military preparedness 
in the Army National Guard than in any other component of our Armed Forces. 

In addition to my opinion, I am speaking for the several hundreds of American 
Legionnaires in my district in southern Utah. We urge you to fully consider 
this matter so that there will be no regrets in the future to be blamed on any errors 
made today. 

Very respectfully yours, " 
WILLIAM A. Low, 
Commander, District No. 7 


AMERICAN LEGION, Post No. 32, 
Beaver, Utah, Feb uary 17, 1958. 
Hon. ArtTHuR V. WATKINS, 


Senate Office Building, Washington, D.C. 


DEAR SENATOR WATKINS: As post commander of the American Legion in Beaver, 
I feel that I should express my sentiments concerning the proposed reduction in 
our first line of civilian defense, the Army National Guard 

The National Guard has a long and proud history not only nationally, but 
locally as well. Our National Guard unit in Beaver has served honorably and 
faithfully in both World War II and the Korean conflict. Today the National 
Guard has reached an all-time high in training and proficiency, while at the same 
time providing the maximum security for the tax dollar expenditure 

A large standing Army in peacetime is simply not in keeping with tradition, 
however, a strong military reserve should take precedence over a large standing 
Army from the standpoint of the taxpayers pocketbook. A large and strong 
National Guard, composed of volunteer citizen soldiers, is just about the most 
in the way of defense that we can get for our money. Guardsmen give their 
country much more in protection than they ever receive in dollars. The cost of 
maintaining a guardsman in comparison with the regular soldier is about one- 
sixth; I am not suggesting that the active Army be replaced with reservists just 
to say money, but rather at this time we should be emphasizing the fact that 
National Guard men are helping to stretch our military expenditures to provide 
the most defense from the funds provided. 

Congress pledged to keep the Army National Guard at 400,000 men, which is 
considered to be the minimum strength for maximum security. The proposed 
reduction to 360,000 men by fiscal year 1959 is basically unsound and justly 
uneconomical. 

Realizing that the foot soldier will not play the important part in the tactical 
phase of any future military operations as he did in World War I, World War IT, 
and the Korean conflict, nevertheless, he will not be entirely outmoded with the 
advent of the satellite era. Russia did not reduce its 175 divisions of ground 
forces merely because they were successful in launching the first space satellite. 

At a time when the world situation is as unstable as it is today, I should think 
that Congress would be thinking in terms of strengthening the National Guard 
and other civilian components as the strength of our active military forces are 
reduced. Whatever means is utilized to reduce the strength of the National 
Guard, it will certainly contradict previous statements of principle by ranking 
defense planners that the civilian components should be increased as the active 
Army is reduced. 

Should the Utah National Guard be reduced as proposed, virtually 1,000 officers 
and enlisted men stand to be eliminated from the active ranks of the National 
Guard. Approximately 12 communities will suffer the loss of a company sized 
unit, which in dollars and cents denies these communities of nearly $30,000 to 
$50,000 in wages, utilities, and other operating expenses. In Beaver, the National 
Guard ranks among the highest single sources of income for the wage earner, 
in addition to providing the means of performing ones military obligation, as 
prescribed in the UMT Act of 1952, and the RFA Act of 1955. 

Elimination of National Guard units will not only leave existing facilities 
unused, strip guard personnel of active affiliation, but it will seriously affect 
the internal security of the State of Utah and the United States. 
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It is my strong belief—and, truly, this is not just because I myself am a veteran 
and guardsman—that Congress and the businessmen of the Nation, for the future 
of their families as well as the future of their communities, States, and Nation, 
or out of consideration for their pocketbook as taxpayers, should give a great 
deal of thought about building a strong National Guard which is among the great 
military forces of today that is guarding the liberties of our Nation. 

I respectfully request that you take the necessary steps within your power to 
oppose any reduction in the strength of the National Guard at this time or at 
any time in the future. 

Respectfully yours, 
Rosert D. Osporn, 
Commander, American Legion, Post No. 32, 


Crry or St. GEORGE, 
St. George, Utah, February 20, 1958. 
Senator ARTHUR VY. WATKINS, 
Washington, D. C. 

DEAR SENATOR WATKINS: It has come to my attention that an attempt is being 
made to reduce the size of the National Guard, and that this force is originating 
in a drive for Federal centralization. 

The National Guard is a vital part of our State defense system and placing 
control with the Army is a further threat to State rights. 

Besides contributing to our local economy the National Guard is a vital nucleus 





to civil defense. Any reduction in Army personnel should be offset by an increase 
in our guard's strength, since our National Guard training program is the most 
economical means of training personnel for national defense. 


Any effort on your part to defeat the proposal and maintain our National 
Guard units will be greatly appreciated. 
Sincerely yours, 


WILLIAM A. BARLOCKER, J/ayor. 


CEDAR CITY CORPORATION, 
Cedar City, Utah, February 19, 1958. 
Senator ARTHUR WATKINS, 
Senate Chambers, Washington, D. C. 

DrarR SENATOR WATKINS: I have just received word there is serious considera- 
tion in Washington being given to the idea of reducing the National Guard in 
favor of some other type of short training. 

I feel this matter is of such a serious nature that very close scrutiny of any 


The National Guard in Utah has more than proven the fact that they are well 


trained and ready to serve in any capacity. At the time of World War II and the 
Korean conflict very little training was necessary before they 
i 


were top trained 
men and in the thick of these conflicts. 





‘ing these times of uncertainty it seems extremely foolish to me to change 
from a proven method of training to possibly a dream program. 


rhe State of Utah needs the National Guard. Under its present setup it 


does give the State and municipalities an added police force in cases of emer- 
gencies of many kinds. I am sure that any other plan would mean the abandon- 
ment of this protection because if it were necessary to go through regular Army 


By § 


channels for these services now rendered by the National Guard, the delays 


We in Utah trust you will watch this particular bill and see that all sides of 
j much y studied. 
ARNOLD E. ANpbrERsON, Jfayor. 


Sat LAKE Ciry, Uran, February 20, 1858 
Hon. ARTHUR V. WATKINS, 


United States Senator, 


if ashington, dD. C. 


My DEAR $ OR WATKINS: In view of the comparative costs of training in 


our various military Reserve programs and the National Guard program, and 
bn aiware of the excellent Federal record of our National Gusird units in this 
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State, in both World War II and the Korean conflict, may I urge you to take 
such steps and make such efforts as possible to prevent any reduction in Na- 
tional Guard funds or personnel when that issue comes to the floor of the Senate? 

I believe that a check into the 1950 federalization of the 213th Field Artillery 
unit of the National Guard, together with their early embarkation date for 
Korea and their outstanding combat record during the Kurean conflict, is an 
excellent example of the efficiency of the National Guard in forming a nucleus 
or cadre for almost immediate combat readiness in case of either a foreign conflict 
or defense of our own country. 

It would appear that a comparison of both cost and quality of training be- 
tween the National Guard units and the various Reserve units would make any 
reduction in the National Guard strength a serious mistake during a period of 
international turmoil that confronts this country today. 

Very truly yours, 
SuMNER J. Hatcu. 


THE AMERICAN LEGION, 
DEPARTMENT OF UTAH, 
Beaver, Utah, February 20, 1958. 
Senator ARTHUR EF. WATKINS, 
Senate Office Building, 
Washington, D.C. 

DeAR SENATOR: I am writing this letter asking that you do all in your power to 
stop the proposed cut in the National Guard personnel. 

I understand that a move is being made in Congress to lower the units and also 
cut the strength of the National Guard. 

I have been a member of the National Guard from 1929, until my retirement in 
1956. In studying the military I have been an advocate, that National Guard 
units give us more protection for America, with less expense to the Government. 

During World War II, when we were called to active duty, with the National 
Guard, we were informed, by many Army officers, that the National Guard sold- 
iers were more efficient and better trained than many Regular Army troops. 

These boys can serve and get into condition better and easier here at home with 
less expense to the Government, considering they are fed and housed at home, 
by their parents. And the training they get is of high caliber, many boys are more 
satisfied living at home, than they would be in an Army camp. 

My experience includes service in World War I and II; I received more experi- 
ence in the latter, because of serving with the National Guard, that was valuable 
training to me. I have had 2 sons serve in World War II, 1 son served in Korea, 
and at this time I have 2 other sons serving the National Guard; they are at Bea- 
ver ; it would be to a disadvantage for 1 of these boys, if it were not for the guard; 
he is married and has 2 children, otherwise, if he went to an Army camp, there 
would be a family expense for his wife and children. Another son, is at present 
an officer in the Air Corps in Alaska. The National Guard has helped my boys. 

I do hope that we can keep the National Guard at full strength, as this is the 
best protection we can get for our country, with less expense. 

Sincerely yours, 
JOSEPH A. MANZIONE, 
Department Commander. 


Beaver, Utan, February 19, 1958. 
Hon. Arruur V. WATKINS, 
Senate Office Building, Washington, D.C. 

Deak SENATOR WATKINS: Members of the Beaver Business and Professional 
Women’s Club are very much concerned over the proposed reduction of strength 
in the Army National Guard. 

Such a reorganization without consultation of the States would seem to be a 
trespass against the rights of the States, which should be preserved under ow 
Constitution. 

The Army National Guard has a long and fine record of invaluable service, 
both to the States and to the Federal Government. From an economical stand- 


point, it would be most wasteful to sacrifice active, trained guard units, leavi 


AVittii, 


existing facilities unused. 
The Utah National Guard is essential to the security of our State. Rather 
than effecting a reduction, there is a very real need for additional National 


GS 
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Guard strength at this time. We are very much aware that acts of aggression 
against the coastal area would bring an influx into our State, particularly in 
this community, with resulting problems which could only be handled by such 
an organization as the National Guard. 

We feel that this matter should be closely scrutinized by Congress, and strongly 
urge that you give it your consideration. 

Yours very truly, 
BEAVER BUSINESS AND PROFESSIONAL WOMEN’S CLUuUp, 
By Haze. Srapiey, President. 





Provo Crry Corp., 
Provo, Utah, February 25, 1958. 
Hon. ArtHuR V. WATKINS, 
United States Senate, Washington, D.C. 

Dear SENATOR WATKINS: The recent proposed reduction of the National Guard 
of our State and of our Nation meets with considerable opposition in this area, 
and concerns us to the extent that we feel we should write to our congressional 
delegates regarding this matter. 

In light of the present trend of our national economy, it seems to us that a 
cut in our National Guard strength would tend to further that trend in the wrong 
direction. 

The specific effect of impending restrictions on the National Guard in Provo 
City would be as follows: 

1. Elimination, by forced reduction, of from 50 to 65 officers and enlisted 
men, or the elimination of 1 complete battery or company. 

2. Prohibiting the maximum use of a new modern armory, designed for 
housing, training and storage facilities for 34% company-size units. 

3. Contribute an additional threat to the economy of our city by curtailing 
a current annual payroll of $150,000 by an estimated $30,000. 

The above factors seem relatively inconsequential when compared with a 
possible threat of reducing our Army forces to a point where they would be 
ineffectual against a possible aggressor. This, added to the fact that a State 
force maintained at full strength and readiness, is absolutely essential under our 
Constitution. 

The present status of the National Guard units in Provo City is: 

Two artillery headquarters batteries, comprising 32 officers and 150 enlisted 
men; a company of combat engineers, with 5 officers and 114 enlisted men; an 
artillery firing battery detachment, with 1 officer and 21 enlisted men; and a 
section from an evacuation hospital, with 5 doctors. These units have main- 
tained better than 90 percent strength since their reactivation in 1952 and 1953 
following the Korean conflict. 

To eliminate the National Guard would be a threat to the full capacity of our 
regular services, in that its primary role is augmentation of the Army itself. 
This vital fact having been thoroughly and vigorously demonstrated in World 
War I, World War II, and the Korean campaign, when approximately 75 percent 
of the Utah National Guard was called into Federal service. This history of 
the Utah National Guard stands out in front with the very finest military units 
our Nation has produced. Its valuable contributions to the military might of 
our country cannot be underestimated. 

In light of the reduced cost of training, equipping, and housing the National 
Guard as compared with the regular services, and even the Army Reserves, for 
the same finished product, it is our earnest request that this proposed reduction 
and reorganization be vigorously opposed by our congressional leaders in Wash- 
ington. 

I sincerely trust that this concept of attempted reduction of our National 
Guard can be eliminated, and changes, if any, will be for the continued progress 
and welfare of this, one of our greatest Reserve organizations; namely, the 
National Guard. 

Respectfully yours, 


Provo Crry CoUNCIL, 
G. Marion Htncktrty, Mayor. 
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Satt LAKE City Corp., 
Salt Lake City, Utah, March 4, 1958 
Senator ARTHUR V. WATKINS, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR WATKINS: It has come to my attention that the representatives 
of the Pentagon are advocating a reduction of 10 percent in the effectiveness of 
the National Guard. I am sure you are familiar with all the details of this 
proposed program. 

May I call to your attention my feelings that such a reduction might possibly 
do untold harm in the future. 1am a firm advocate and supporter of the consti- 
tutional provision that the National Guard or State militia has been considered 
by our Constitution as institutional and is the line of defense for the common- 
wealth of States. I cannot too firmly recommend that every effort be exerted 
to preserve the National Guard in its present setup and to point out the extreme 
importance of this unit to each and all of the 48 States. 

I deeply feel that any weakening of our guard is actually a weakening of our 
home defense for any emergency. I am sure all of you realize the importance 
of the State militia and its availability to the various States in time of emergency. 

May I thank you in advance for your loyal support of this great institution, 
the National Guard, and may I wish you well in your many responsibilities. 

Sincerely, 
ApIEL F. Stewart, Mayor. 


OFFICE OF THE MAyor, 
City oF OGDEN, UTAH, March 10, 1958. 
Hi \RTHUR V. WATKINS, 
Senator from Utah, 
Washington, D.C. 

DeAR SENATOR: I understand there is a movement underway to reduce the 
National Guard units throughout the Nation. I am deeply concerned about this 
proposed change. 

It is not only much cheaper to equip and maintain a National Guard partially 
supported by the States, than it is to maintain a large standing army maintained 
entirely by the Federal Government, but aside from this expense, it would mean 
elimination of up to 5 battalions of 12 company-sized units with the possibility of 
affecting 50 percent of the communities where National Guard units are located. 
It would eliminate from 500 to 1,000 officers and enlisted men who are well trained 
and equipped to protect the community as well as the Nation in time of emer- 
gency or trouble, and it would leave existing facilities in Utah unused, active 
person without affiliation, and strip our National Guard of its effectiveness 

If Utah would be thus affected, what would such a change do to the Nation? 

rhe Ogden National Guard has acquired some land and is planning to have 
a uew armory, which will accommodate 3 National Guard units with an aggre 
te strength of 456 officers and enlisted men. It will provide space badly needed 
by the local National Guard. 

A strong National Guard is of vital importance to provide Utah with internal 
security in case of aggression from the Pacific coast area, and in my opinion, 
should not be reduced at a time like this when all of us should be on our guard 
for any eventuality. 

I sincerely trust you will do everything possible to maintain a strong National 
Guard throughout the Nation. 

Sincerely, 
RAYMOND S. Warratit, 
Mayor of Ogden, Utah. 
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Forr McCiecian Hosprrarn 
WITNESS 


HON. KENNETH A. ROBERTS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF ALABAMA 


Mr. Manon. Mr. Roberts, we are glad to have you and will now 
hear your statement. 

Mr. Roserrs. Mr, Chairman, I wish to express my appreciation 
for the privilege of appearing before this committee today to urge 
that you favorably consider the inclusion of funds in the Army appro- 
priation bill for the construction of a much-needed hospital at Fort 
McC lellan, Ala., to rep lace the outmoded, cantonment- type facility 
presently in operation. ; 

I can well appreciate the need for limiting budgetary expenditures 
at this time. However, I am also of the very strong conviction that 
to defer this project any longer would be penny wise and pound 
foolish. 

Over a period of years Fort McClellan has been undergoing con- 
stant expansion. Today the WAC training center, the Chemical 
Corps training center, and the 3460th AUS is stationed at this instal- 
lation. 

Fort McClellan has been provided with attractive, efficient, and 
modern-type facilities. Al] buildings except the hospital are fire- 
proof, sanitary, and well arranged. In comparison, the hospital i 
neg arranged, difficult to maintain, and is not fireproof. Great 
distances between wards present a hazard which could result in serious 
ineid nts, 

The hospital is of the unsatisfactory cantonment type, built in 1941 
and consists of some 122 buildings. The facility was originally built 
to operate 1,540 beds. Within this structure are large facilit es for 
X-ray, laboratory, central materiel, and surgery. These are of suf- 
ficient size to support 1,000 beds. Current authorization is 150 beds. 
Every attempt has been made to consolidate, however, the physical 
size of the supp ting facilities make it impossible to e ‘onomically 


utilize personnel and the a costs are extremely high. 
The present actual eae Fort McClellan is 3,716, however, 
the total personnel served by this } hos pital 1 s 5,900. This, of course, 


includes Reserve and National Aaa nalounnel, retired personnel, 
dependents and othe r A rmy, Navy, and Air For e personne] in the 
area. 

As you may see from the foregoing, Mr. Chairman, the demands 
placed upon the For McClellan hospital] require ; an efficient and 
modern type facility to meet not only current but emergency require- 
ments. 

During the past 3 years the Army command has consistently ree- 
ommended the construction of this facility. However, limitations 
have prevented the Department of the Army from including this item 
in the construction requests although it is admittedly an important 
ind necessary improvement. 

In this connecti n, I may point out that the Department of the 
Army has ror the past 3 years deemed this facility in portant enou; h 
to -onsider this item in the MCA program. However. lj Vitations 
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— upon the Department, either by the Department of Defense 
or the Bureau of Budget have required the deletion of the item. I 
now understand, informally, that the military construction bill is now 
in the Bureau of the Budget and that the Fort McClellan hospital 
is included as an item in this bill, and provides for a 125-bed hospital] 
on a 200-bed chassis estimated to cost approximately $3,500,000. 
Therefore, unless the Bureau of the Budget reduces the proposed pro- 
gram submitted by the Department of Defense, the bill as submitted 
to the Congress will include this item. 

Mr. Chairman, I deeply appreciate the opportunity of appearing 
before you and trust that I have been able to point out to this esteemed 
committee the importance of this project. It would, in short, pro- 
vide the facility so necessary and vital to the health and welfare of 
our servicemen and their families and at the same time reduce the 
overall cost of maintenance and operation. 


Army NATIONAL GUARD 
WITNESS 


HON. VICTOR L. ANFUSO, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORE 


Mr. Manon. Our next witness is our colleague, Mr. Anfuso. 

Will you proceed with your statement ¢ 

Mr. Anruso. Mr. Chairman and members of the committee, I am 
making this statement concerning the proposed reduction in the Army 
National Guard, as contained in the President’s budget for fiseal 
year 1959. The reduction is to be from the present strength of 
400,000 to 360,000 by June 30, 1959. 

This statement is being submitted in protest against the proposed 
reduction. 

Many men and officers of the National Guard in my district have 
written to me about this situation and have pointed out the direct 
and dire effect this will have upon them and their families, as well 
as upon the community as a whole, if the Army goes through with 
this planned reduction. Many of them are veterans who have served 
our country loyally in time of war. 

Since World War II and the Korean war these men have rendered 
many years of service as civilian soldiers. This was done at a great 
deal of individual sacrifice on their part. As an incentive to them, 
a retirement program was instituted, but if the proposed reduction 
is sustained it will completely shatter the promise held out for them. 

At a time when the country is struggling with a recession it would 
be tragic to add to the economic difficulties of thousands of families, 
whose budgets have long since absorbed the income derived from serv- 
ice in the National Guard. There are also a number of full-time 
employees with each of these National Guard units who will be 
disastrously affected. This means a further loss of purchasing power 
which will be felt by the local communities and by the Nation as a 
whole. 

I agree with the Army’s desire to modernize the Reserve Forces 
through reorganization. but I believe it can be done without whole- 
sale elimination of units which are a vital part of the Nation’s trained 
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Reserve Forces. I urge you to approve the full appropriation nec- 
essary to maintain the National Guard at 400,000 men. 


WITNESS 


HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 


Army NaTronaL GUARD 


Mr. Manon. The committee will be pleased to hear our colleague, 
Mr. McIntire, at this time. 

Mr. McIntime. Mr. Chairman, it is disconcerting to observe that 
the budget for fiscal 1959 recommends an expenditure of only 5172.- 
040,000 for Army National Guard personnel. This figure is $22.760,- 
000 below that amount which was appropriated for this purpose in 
fisc al 1 5 8 

The strength of the Army National Guard is presently indicated 
to be 400,000, and if the budgetary recommendation is adhered to, 
there will be a resultant reduction of 40,000, bringing the strength of 
this very valuable defense unit down to 360,000. 

It is evident that this recommendation, if accepted, would have a 
profound effect on Army National Guard contingents throughout this 
country. For instance, in the State of Maine alone ; ser result in 
a reduction of approximately 375 enlistees, which, in effect, is just 
about the equivalent of the strength of 1 battalion. 

We are all aware that a little over a year ago—in accord with De- 
partment of Defense policy—the Army National Guard instituted an 
enlistment program predicated upon a base of 6 months’ training. 
The present budget recommendation would not permit the continu- 
ation of this enlistment program. 

Mr. Chairman, we should never make the mistake of working in 
the direction of relegating our National Guard to a second-string 
position in our program of national defense. This component of the 
Army is in good strength, is well trained and equipped, and is ready 
to meet the demands of any emergency: in effect, it is an ingredient 
vitally essential to the maintenance of a reasonable balance in our 
national security complex. 

We should not fail to recall that for many years of our country’s 
life the Army National Guard has performed as a prime element in 
our program of national defense. World Wars I and IT stand as 
sharp reminders of the splendid contribution that the guard has made 
in times of emergency. In these wars, National Guard cadres per- 
formed as effective nuclei upon which were quickly developed more 
expansive fighting units. Too, history is replete with instances where 
the guard has been called out to attend disturbances within the borders 
of our States. It isa matter purely of record that the guard has per- 
formed with distinction in meeting National and State emergencies. 

Mr. Chairman, the budget recommendation for fiscal 1959 would 
serve to deplete the ranks of an organization which through time and 
the trials of emergencies has proved its merit. Because of this I 
heartily urge that this committee reject the budget recommendation 
by restoring the suggested cut of $28,700,000, thereby permitting the 


support of an overall Army National Guard strength of at least 
400.000. 
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In addition, I respectfully request that this committee give careful 
consideration to an approval of such funds as would be necessary to 
implement an accelerated 6-month training program, such funds as 
would be necessary to support whatever number of trainees the Army 
National Guard is able to enlist under this 6-month training program. 

Mr. Chairman and members of this committee, I deeply appreciate 
ieee the opportunity to submit this statement for incorporation into 
the record of hearings on fiscal 1959 appropriations for the Army 
National Guard. 


STATEMENT OF REPRESENTATIVE Ir1s Biircu, or GEORGIA 
NATIONAL GUARD 


Mr. Manon. Next we will in sert a letter addressed to the committee 
from Mrs. Blitch, of Georgia 


Hon. CLARENCE CANNON, 
Chairman, Appropriations Committee, 
House of Representatives, Washington, D. ¢ 

DeaR Mr. CHAIRMAN: In a recent reply to my inquiry relative to the strength 
of the Army National Guard, Chairman Overton Brooks, Subcommittee No. 1 
of the House Armed Services Committee, advised me that the subcommittee had 
adopted a resolution urging that the strength of the Army National Guard be 
maintained at 400,000 men. 

Chairman Brooks further advised me that the resolution calls for him to appear 
before the Appropriations Committee, representing the Armed Services Commit- 
tee, in support of sufficient appropriations to maintain the strength of the Army 
National Guard at that figure. 

Unusually heavy mail from guardsmen of my district urges the pre vention 
of any reduction in the size of the Army National Guard. In their behalf, and 
that of guardsmen throughout Georgia and the Nation, it is respectfully re que sted 
that your committee support sufficient appropriations to maintain the strength 
of the guard at 400,000. 

With kindest regards, I am, 

Sincerely yours, 
Ir1s Bruitcu, Member of Congress. 


WITNESS 
HON. E. L. BARTLETT, A DELEGATE IN CONGRESS FROM ALASKA 
NATIONAL BoarD FoR THE PromMoTION oF RirLe PRACTICE 


Mr. Manon. The committee will now hear Mr. Bartlett with ref- 
erence to the National Board for the Promotion of Rifle Practice. 

Please proceed. 

Mr. Bartierr. Mr. Chairman, I should like to speak now in support 
of the $300,000 contained in the 1959 fiscal year budget request for the 
marksmanship training program of the National Board for the Pro- 
motion of Rifle Practice. 

In Alaska we have 12 adult shooting clubs and 3 junior clubs affili- 
ated with the National Rifle Association of America which cooperates 
with the national board in connection with marksmanship training. 
At the present time the Alaska members total 1,562 

The record of the contribution of this program in World War II 
and the Korean war need not be detailed here by me as others qualified 
to speak have ably and effectively demonstrated the usefulness of the 
program to the welfare of the entire country. It is my understanding 
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that over 150,000 men were trained in rifle and pistol] marksmanship 
practice before entering the armed services and that the excellent 
training given them through this program aided them and the services 
they entered immeasurably. That training should go on without 
diminution in program, purpose, or funds. The $300,000 requested 
is little enough compared with the wealth in benefits which accrue. 

In Alaska, for example, which has benefited from the program in 
which so many of its citizens participate, the need for straight and 
accurate shooting is imperative. Aside from the training given which 
stands participants in good stead for possible future military activities, 
the program turns out marksmen of high caliber. As you know, Mr. 
Chairman, Alaska abounds in wild game which attracts hunters in the 
Territory and to Alaska from practic ally all the 48 States. 

As A. W. (Bud) Boddy, executive director of the Alaska Sports- 
men’s Council, has pointed out, in referring to the many persons killed 
and injured in the United States each year while hunting: 

Alaska has every reason to be proud of her record as we have very few such 
eases. This, I am sure, is due to proper training which has been made possible 
through the National Rifle Association. 

I agree with that statement and applaud the program which has 
made it possible. I hope that program can continue in full force 
through the appropriation of the requested $300,000. 

Mr. Manon. We thank you for your statement and will consider 
this matter very carefully. 


Reserve Forces 
WITNESS 


COL. JOHN T. CARLTON, EXECUTIVE DIRECTOR OF THE RESERVE 
OFFICERS’ ASSOCIATION 


Mr. Manon. We will be pleased to hear the statement of the Reserve 
Officers’ Association. 

Colonel Cartron. Mr. Chairman, we in the Reserve Officers’ Associa- 
tion, have followed with a great deal of interest—and, I must confess, 
some trepidation—the development of the record by this committee 
on questions relating to national security. 

You have presided over a professional debate on questions relating 
to modern military requirements, and you have heard strangely con- 
flicting prophecies as to what modern warfare may levy upon the 
American citizen. 

May I say humbly to members of this committee that we, as citizens 
as well as Reserve officers, are grateful for the mature skill and wisdom 
applied by you in eliciting from the professional military witnesses 
the record of testimony which is be fore us—that is, before the Congress 
and the American people. 

We perceive a great lesson in the record of hearings on the defense 
appropriation bill, in which you have brought into the open the 
opposing schools—those who can foresee limited war with conven- 
tional weapons, pitted against those who envision only all-out inter- 
continental war with long-range nuclear missiles. That lesson is that 
the future is so beclouded as to security demands, we would be fool- 
hardy indeed to abandon our traditional concepts and place our whole 
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reliance in a system whose proven effectiveness yet is to emerge from 
the mists of the future. 

It may be recalled that within recent years, one of your colleagues 
in the Congress in reviewing suggestions that he offer for the presi- 
dency of the United States remarked that he received the suggestion 
with a great sense of unworthiness and humility, based upon his 
lifelong deep respect for the presidency. Be he added : 

However, when I note the qualifications of the candidates already running, 
and view the bases upon which they recommend themselves, I find my native 
humility rapidly diminishing. 

In the same spirit, Mr. Chairman, the ROA deigns to offer its own 
contribution to the formula for national security. We offer our 
recommendations in a greater sense of confidence, because we note the 
conflicting views among our highest military authorities and experts; 
and also because, our view apparently is in accord with those of this 
committee of dedicated, patriotic lawmakers who have seen the mili- 
tary experts come and go, and who, in our opinion, have exhibited 
superior judgment in many military issues. 

First, Mr. Chairman and members of the committee, ROA sides with 
our military leaders who view as most likely a requirement to meet lim- 
ited warfare challenges and thus believe we must maintain a powerful, 
inbalance force of all the services to meet such a challenge. 

Second, Mr. Chairman, we agree with our first President, General 
Washington—as has every other President since that day agreed with 
him—that national policy must call for a powerful citizen force, 
trained and equipped, in support of a relatively small standing force 

Third, we protest as dangerous the continual whittling away of out 
Reserve strength, which should be continually bolstered—not dimin- 
ished. 

And a , we discard as foolhardy and preposterous the sugges- 
tion that because the development of new weapons systems continues, 
the Reserves should be allowed to wither away and our Nation relies 
in the future upon an all-professional force. 

We are appearing, therefore, to request the restoration of all the 
Reserve training programs to the 1958 budget level, and an increase 
of funds to restore to the Reserve training program those capable, 
qualified Reserve officers who were capriciously removed therefrom 
during the past 2 years. 

We are asking this program for the Reserves : 

Army : $227.5 million instead of $185 million 
Navy : $86 million instead of $84.7 million 

Air Force : $55 million instead of $50.6 million 
Marines : $23.2 million instead of $23 million 

The Congress already has restored the Coast Guard Reserve train- 
ing program to its full leve ‘1, costing $15 million. 

We believe that a substantial strengthening of the Reserve training 
program in all services is indicated by challenges of the day. 

Some seek to assure us that there will be no diminution of the Re- 
serve program. But, Mr. Chairman, here is an example of what is 
happening: 

In 1955, we had 207,000 Air Reserve officers in training. During 
the past year this had been reduced to 145,000. Under the program 
now proposed, and under way, this number will be cut to 135,000 next 
year. 
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In the Army, the Reserve forces are being cut back from 10 percent, 
thus dropping 70,000 men who are in varying degrees of readiness. 

In the Navy, we are dropping the Reserve training spaces by 30,000, 

There is a corresponding cutback in the Marine Reserve program. 

We recognize, of course, that the development of tactics and tech- 
niques directly affects our Reserve forces which must conform to re- 
quirements for the active duty force. However, we do not believe that 
our Reserve forces today should be forced to change to a pushbutton 
war concept which may or may not develop 20 years from now. When 
and if the new weapons are available so that they can be placed in the 
hands of our Reserve forces, and new training and techniques are de- 
veloped which must be used in handling such weapons, we should 
then change the organization of our Reserves. 

We realize in this highly technical world in which we are living 
that the services should be placing more emphasis on producing more 
officers and enlisted men with technical and scientific backgrounds, 
When these new weapons are fully developed and ready for employ- 
ment, then will be the need for men trained in their use. 

In 1955, when the Congress enacted the Armed Forces Reserve 
Act—the first law in the history of this country to provide for a pro- 
curement source for enlisted personnel—it appeared the Reserve prob- 
Jem had been solved. You will recall that it took almost 2 years to give 
the public an understanding of this law. When the young men of 
America, as well as the fathers and mothers, understood what this 
meant the enlistments became so large that on May 10, 1957, the Army 
and the other services stopped further enlistments under the provi- 
sions of this law. To us this was one of the most tragic mistakes which 
could have been made. Congress was willing to appropriate addi- 
tional funds to see that this program continued. The Defense Depart- 
ment, instead of recognizing this and asking for such additional funds, 
took the path of least resistance and permitted this program to more or 
less die on the vine. Since that time it has been a “turn off” and “turn 
on” policy. 

It also will be recalled that in the 1955 testimony on the Armed 
Forces Reserve Act, the Department of Defense witnesses outlined the 
progressive buildup of the Reserves. Instead of following them with 
such a plan, the Defense Department has instead reduced in the pro- 
posed appropriation for 1959 the measly amount allocated to the Re- 
serves for the fiscal year 1958. 

We sincerely believe that the absolute minimum for the Army Re- 
serves for fiscal year 1959 should be an appropriation sufficient to 
support a National Guard of 400,000 and an Army Reserve of 300,000 
on a drill pay status. Therefore, we believe that the appropriation of 
$185 million to prov ide an Army Reserve of 270,000 should be increased 
by $36 million which would increase the overall proposed appropria- 
tion to $221 million for the Army Reserves. Such an increase would 
provide drill pay status for 53,000 officers for fiscal year 1959 instead 
of the 50,000 as proposed in the appropriation bill as submitted by 
the Department of Defense and would increase to O47 100 the enlisted 
men instead of the 220,000 as proposed. 

We further believe that additional funds should be allocated to 
provide drill pay for the 22,500 mobilization designees and USAR 
students. Active duty training pay is provided for reservists in this 
category but no drill pay. 
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There are several reasons why we believe such additional funds 
should be made available. In case of an all-out emergency, by estab- 
lishing officer candidate schools, we can produce second lieutenants 

rapidly enough to take care of our ex xpanding Army as we train our 

Selective Service people. However, we cannot produce the training, 
experience and know-how of the more mature oflicers who are assigned 
as mobilization designees and as USAR students. The inducement 
of a small amount of drill pay will not only keep the interest of this 
group but by such training these officers will be able to be immedi- 
ately orde red to extended active duty and function in the job to which 
they are assigned. 

We should also like to point out that most of the ROTC graduates 
who were commissioned during the last year, as well as most of those 
who will graduate this year, are being placed in the 6 months’ training 
rogram and will, when they have completed this 6 months’ training, 
fs expected to continue their training for an additional 74% years. 
Unfortunately, we do not have the vacancies in many of our Reserve 
units to assign these young officers. In view of this, they certainly 
should have the opportunity to attend USAR schools as students. 

It is well to point out that a great many experienced combat officers 
were relieved from active duty who had anywhere from 5 to 15 
years of Federal active duty and due to the fact that there is no unit 
vacancy to which these officers can be assigned, they certainly should 
be placed where we can take advantage of their knowledge and ex- 
perience, and give them sufficient training so that if they are ordered 
to active duty in an emergency they will have had sufficient train- 
ing to be able to function when needed. 

Another point for consideration is that fact that at various times 
funds allocated for the Reserves or the building of Reserve facilities 
have been frozen. 

In conclusion, Mr. Chairman, ROA strongly recommends for the 
consideration of your committee: 

(1) That Navy, Air Force, and Marine appropriations for 1959 be 
placed at no eerie for the current year. 

(2) von at the present appropriation for the Army Reserve be in- 
creased from $185 million to $221 million. 

(3) That additional funds for the training of 22,500 USAR stu- 
dents and mobilization designees be provided in the amount of 
$6,500,000. . 

(4) That the appropriations needed for our Reserve forces be made 
as a separate and distinct appropriation and not be charged to the 
Defense Department. By so doing, we remove the temptation from 
the Department of Defense to cut the appropriations for the Reserves 
in order to stay within budgetary limitations for the overall Defense 
Establishment. 

(5) That Congress recapture the power which by law they gave 
away permitting the Director of the Bureau of the Budget to have 
the authority to freeze funds which Congress has appropriated for 
certs oe defi inite purposes. 

Mr. Chairman, I would like to thank you and your committee mem- 
bers for this privilege of expressing the views of the Reserve Officers 
Association on the proposed appropriation bill. We believe that if 
vou see fit to increase the amount of money we have recommended, 
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it will insure that the Reserves maintain their place in the national] 
security picture. 


STATEMENT OF THEODORE G. Kiumerp, M. D., Presipent, WInTHRop 
LABORATORIES 


DEPENDENT MEDICAL CARE PROGRAM 


Mr. Manon. We will insert at this point a letter received from Dr. 
Klumpp, of the Winthrop Laboratories. 


WINTHROP LABORATORIES, 
New York, May 9, 1958. 
Hon. Georce H. MAnon, 
Chairman, Subcommittee on Department of Defense 
House Committee on Appropriations, 
House of Representatives, Washington, D.C. 


DEAR Mr. Manon: It has come to my attention that your committee has under 


consideration the appropriation for the dependent medical care program for 
the coming fiscal year. I understand that your committee is weighing the 
desirability of effecting a curtailment of the program by virtue of which a sub- 
stantial number of military dependents would be deprived of 
of utilizing civilian medical facilities, and the 
hospital. 


Appropriations, 


their privilege 
free choice of physician and 


I am most sympathetic with the endeavor of your committee to curb those 
governmental expenditures that are not absolutely necessary, and I 


recognize 
that whichever way the Committee on 


Appropriations turns, it is met with 
strong counter arguments, many of which are, no doubt, meritorious Yours 
is a most difficult task. 

The medical services task force of the second Hoover Commission on Re- 
organization of the Executive Branch of the Government, of which I was ehair- 
man, made a most careful study of the medical care of dependents of military 
personnel. These studies demonstrated conclusively that: 

(1) The medical care provisions for dependents of military personnel then 
existing were inadequate, inequitable, and wholly unsatisfactory from the stand- 
point of military personnel, the medical profession, the Military Establishment 
itself, and generally speaking, those segments of the public that had knowledge 
of the situation. 

(2) The care of dependents in military facilities located in continental United 
States resulted in an uneconomic diversion of medical 


manpower to purposes 
that were not strictly military. At 


the same time, the principle of drafting 
for civilians in military establishménts was un- 


sound and not consistent with Zot ad governmental policy. 
The enactment of legis] 


lation in consonance with the Hoover Commission rec- 
ommendations and its implementation by the Department of 
about a dramatic change in the picture. 


physicians subsequently to care 


Defense brought 
On all sides the medicare program has 
been hailed as an important step forward. Qualified observers report that on 
the whole the program has been operating successfully from the standpoint of 
all concerned. 

The medicare program appears to have solved what was a serious and vexing 
governmental problem. It would seem to me shortsighted and unwise for your 
committee to take steps that might impair the effectiveness of the medicare 
program. It seems axiomatic that anything functioning as successfully as this 
program is, should be undisturbed for a reasonable period, or until there is a 
stronger basis than is now evident for changing it. 

I recognize that it is extremely difficult to evaluate the reasonableness of the 
cost of a program such as this. The value of service morale cannot be meas- 
ured. However, there is ample evidence that the program has made an impor- 
tant, if immeasurable, contribution to service morale, and its 


ost has not been 
excessive according to prevailing standards. 


The findings of the medical serv- 
ices task force make it abundantly clear that similar services cannot be provided 
less inexpensively by the medical facilities of the Armed Forces. 
go back to this would indeed be a step backward. 

Respectfully yours, 


To attempt to 


THEODORE G. Kiumpp, M. D., 
Chairman, Former Medical Services Task Force of the Hoover Commis- 
sion on Reorganization of the Executive Branch of the Government. 








— 
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STATEMENT OF THE AMERICAN Mepicaut ASSOCIATION 
DEPENDENTS MEDICAL CARE PROGRAM 


Mr. Manon. The American Medical Association has written a 
letter to the committee concerning the dependents medical care pro- 
gram. It will be made a part of the record at this point. 


AMERICAN MEDICAL ASSOCIATION, 


Chicago, Ill., April 25, 1958 
Hon. GeorcE H. MAHON, 


Chairman, Subcommittee on Department of Defense 
House of Representatives, Washington, D.C. 


Dear Mr. Marion: I am taking the liberty of writing you because of certain 
questions which I understand have been raised before your subcommittee with 
respect to the free-choice provision of the legislation enacted by Congress in 
1956 authorizing medical care and hospitalization 
personnel. 


ippropriations, 


for dependents of service 


The questions deal in part with the economy which would allegedly result by 
eliminating in some instances free choice by eligible dependents between private 
and service physicians and facilities. The American Medical Association does 
not agree that tax money would necessarily be saved if dependents of service 
personnel are denied a free choice. Furthermore, we are convinced that elim- 
ination of free choice would result in lessening the amount of authorized medical 
eare now available to and received by the dependents. 

It is difficult for many reasons to make an accurate cost comparison between 
civilian and military medical care and hospitalization. Depreciation costs, fringe 
benefits, as well as the expenses involved in recruitment 


training, etc., are not 
included in computing the cost of military medical care. 


In this connection, we 
would respectfully invite your attention to the statement of Dr. Hugh Hussey 
before the Senate Subcommittee on Defense Appropriations on June 19, 1957. In 
addition, any attempt at a comparison of costs must also take into consideration 
the types of cases involved. The medicare program under title II of Public Law 
569, S4th Congress, has dealt predominantly with obstetrical cases which have 
a relatively high cost per hospital day. 

The interchange in status between eligibility and noneligibility for civilian 
care would most certainly compound administrative problems. This would make 
Department of Defense forms 1173 meaningless with resulting confusion among 
not only the dependents but civilian physicians and hospitals as well. 

Many of the costs to date in the administration of Public Law 569 have 
been of a nonrecurring nature and were necessary in contracting for civilian 
eare through the medical associations, hospitals, and 


their designated fiscal 
agencies. <A significant part of this cost was for 


informing all parties and 
agencies concerned. Any change at this time would only entail further dis- 
ruption in administrative mechanisms and would result in the total loss of the 
nonrecurring expenses of inaugurating the program. 

To eliminate the free-choice provision in the law, as spelled out in the 
“implementing directives,” would necessitate in many instances the exclusive 
utilization of military and naval facilities staffed by physicians in the uni 
formed services. Should this occur, and should the armed services take over 
the civilian phase of medicare, or a substantial part of it, an increased demand 
for physicians in uniform would also undoubtedly result—a demand which 
could probably be met only by reactivation of discriminatory draft legislation. 

In any thorough consideration of the program, it should be emphasized 
that dependents of those in the uniformed services are civilians and should 
seek their medical treatment through civilian channels if we are to preserve 
the beneficial aspects of our present system of providing medical care and to 
guard against further maldistribution of professional health personnel. 

The medicare program has been accepted by dependents of service personne! 
and by the medical profession and it is our understanding that it has been 
Successful. We have also been advised that it has been economically and 
wisely administered. It is, therefore, our sincere recommendation that no 
major change affecting choice between civilian and military facilities be made 
in the medicare program at this time 

Sincerely, 


F. J. L. BLASINGAME, M. D.., 
General Manager 
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STATEMENT OF REPRESENTATIVE Orro Krueger, or Norru Daxkora 
NATIONAL GUARD 


Mr. Marton. We have a communication from our colleague, Rep- 
resentative Krueger which we will place in the record at this point. 


FEBRUARY 26, 1958, 
Hon. Greorae H. MAHON, 
Chairman, Defense Subcommittee on Appropriations, 
Capitol Building, Washington, D. C. 


DEAR COLLEAGUE: It is my understanding that the Defense Subcommittee on 
Appropriations, of which you are chairman, will shortly begin hearings on 
funds for the National Guard. 

I am greatly concerned over the possible effect on the North Dakota Na- 
tional Guard of proposed reduction in the strength of the National Guard and 
on changes which could result in the loss of guard units to many communities 
in my state, which have bonded themselves to help construct armories to house 
these units. 

I am enclosing copies of letters from Gov. John E. Davis, of North Dakota, 
and Maj. Gen. Heber L. Edwards, adjutant general of North Dakota. The 
points they raise are most pertinent and, I believe should be given serious 
consideration. I would appreciate having their views made a part of the 
committee record at the time hearings are being held. 

With kindest personal regards. 

Sincerely yours, 
OTTO KRUEGER, 
Member of Congress. 


FEBRUARY 21, 1958. 
Hon. OTTO KRUEGER, 
United States Congress, Washington, D. C. 

DeaR Mr. Krurcer: It has come to my attention that the President’s budget 
for the fiscal year 1959 calls for sufficient funds to support a National Guard 
of 360,000 only, as against a 400,000 strength as of today. 

In terms of units, the guard will lose 5 divisions, and at least 1,100 companies, 
batteries, etc. Over 40,000 trained and integrated officers and men will be 
discharged, yet the citizen serviceman has secured the victory in practically 
all wars since we became a nation, and will doubtless be called on in the event 
of new outbreaks. The National Guard especially should not be impaired. It 
is a part of our system which guarantees our freedom from oppression. Its 
concept was established by our Constitution, and strengthened through our Bill 
of Rights. We ought to think a long time before we allow the system to go, 
or allow its efficiency to be impaired 

This situation is particularly alarming to the governor of a State. In the 
event of an allout bombing or missile attack, it would, in my opinion, require 
the immediate services of the National Guard, either under State or Federal 
orders, to restore order and give military aid where needed. Consequently, I 
have directed the adjutant general to prepare plans for such an emergency 
and keep them ready for implementation should the occasion arise. 

It is also logical to assume that in the period of initial recovery after a suc- 
cessful massive air attack, whether by bomb or by missile, a great percentage 
of our Regular forces may also be engaged in restoration work. Trained man- 
power cannot be turned on and off like water from a faucet. With the stroke 
of a pen, 40,000 trained soldiers can be cast aside, but it will take more than 
a wish to get them back in case they are needed. 

It is the right of every young man to receive some military training, if he 
so desires, and his services can be used in some capacity. I believe that every 
last community that can support some sort of a training unit, ought to be 
allowed to do so. 

Now, let us bring this thing down to our own State. I, as the governor, 
through the military department, will have to inform 10 communities in the 
State that it was not necessary for them to increase the debt limit of their 
cities to enable them to yote the bonds to construct an armory; and that after 


it was built, to heat and light it in order that they might do their part in the 
defense of the Nation. 
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We will likewise have to tell a thousand officers and men that we don’t need 
them and they will lose all the rights they have accumulated. We would not 
shrink from the disagreeable task if we were reasonably sure that it was for 
the good of the country. 

I would be pleased to have your thoughts in this matter. 

Sincerely yours, 


——- ———, Governor. 


’ 


STATE oF NortH Dakota, 
OFFICE OF THE ADJUTANT GENERAL, 
Fraine Barracks, Bismarck, February 24, 1958. 
Hon. OTTro KRUGER, 
House of Representatives, Washington, D. C. 

DEAR Mr. Krvuecer: I feel it my duty to write each of you in our State delega- 
tion in the Congress and give you the views of the senior officers of the National 
Guard of our State in connection with the present crisis concerning not only 
the National Guard of the United States, but the National Guard of our State 
as well. 

The Governor, I know, has written to you and expressed his concern. His 
concern is well justified for the reason that if the present policymakers succeed 
in their plans, I feel that we will suffer a most serious setback in the Nation’s 
defenses. If they guess wrong, as they have in the past, the damage will have 
been done to the point of no return. It is much easier to slough away 40,000 
trained officers and men than to get them back again. The money spent in 
the training of these reservists is completely lost to the Nation. 

The Governor pointed out that in a heavy missile attack, it may take all of 
the available National Guard and a good share of the Regular forces to withstand 
the initial shock and to perform functions of which only a military organization 


is capable. That is why he believes it necessary to have a military organization 
in every community that has the capacity to support one. Whoever found a 
trained soldier to be surplus in time of need. If all young men who seek some 


military training are to get it, there must be a unit stationed where he can re 
ceive that tr.iining. 

You will hear much in the next few months about the new concept—the new 
pentomic army. None of us have any quarrel with that, although anyone’s plan 
to fight a nuclear war is a conjecture at best. The National Defense Act states 
that the National Guard’s organization and training shall conform to that of 
the Regular Army. This premise must be accepted, for the reason that it is 
sound, but it is going to be extremely difficult in Nerth Dakota because in the 
pentomic army the companies are much larger and we would have very few 
cities in our State that would have sufficient population to handle one. 

These companies could be split into platoons and located in 2 or 3 cities and 
the same result obtained, but we understand such a practice will be frowned 
upon. They are going to insist upon a greater percentage of strength in each 
unit. For example, if the strength of a company is to be 300 men, they will in 
sist that it be kept up to 90 percent strength, or 270 men. Obviously, we have 
few places where that many men can be had in a unit. Many of our smaller 
places will not be able to maintain over 75 men. The Department of Defense 
will not want to have anything to do with a small community. The tendency 
will be to take away these units and organize them in more densely populated 
areas that can keep them up to 90 percent strength as they argue that there will 
be no time to recruit them up. This point is not denied, but these questions 
might well be asked: 

1, In the kind of tasks we are liable to be assigned, what would be the difference 
if you had 100-men companies, if you had enough of them? 

2. If it is considered wise to have a dispersion of defense industries, why not 
a dispersion of military manpower and military equipment? 

3. What difference would it make if a company in a target area had 270 men 
in it, if it were knocked out by a guided missile with a nuclear warhead? 

4. Would it not be advantageous to have a unit as Thief River Falls, Minn., 
that could be rushed into Minneapolis, or a unit in North Platte, Nebr., to move 
quickly into stricken Omaha? 

5. Would units from North and South Dakota, proceeding under their own 
power with their own transportation and equipment, be unwelcome in a crippled 
Chicago? 
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When will we take heed of the lesson we should have learned by reason of 
having our airplanes lined up like sitting ducks on Pearl Harbor Day? Only an 
America, organized for defense in depth, will survive. The trend should be for 
more self-sustaining units in less-congested areas, and further, we ought to have 
warehouses and motor storage scattered throughout the Great Plains States, 
(*ne would think that prudence would dictate that provident planners would take 
these things under consideration, but they won’t unless the Congress makes them, 

We of the North Dakota National Guard would appreciate your assistance in 
bringing out the truth regarding this matter. 

With kind regards, I am 

Cordially yours, 
Heser L. EpWwArpbs, 
Major General, AGC, The Adjutant General. 


STATEMENT OF Ronert H. Busy, CHatrman, NATIONAL SEcurRITY 
CoMMISSION OF THE AMERCAN LEGION 


APPROPRIATIONS TO THE DEPARTMENT OF DEFENSE 


Mr. Manon. Mr. Robert Bush, of the American Legion, has for- 
warded us a statement on Department of Defense appropriations. It 
will be inserted at this point. 


Mr. Chairman and members of the subcommittee, the American Legion does 
not claim to be an authority on national security affairs. However, we sin- 
cerely believe that the fiscal year 1959 appropriations for the Department of 
Defense now under study by this subcommittee so affect the lives of all Ameri- 
eans, of the people of the free world, and those living under the yoke of com- 
munism that the widest sampling of opinion should be sought. For this reason, 
as chairman of the national security commission, the American Legion, I have 
requested the privilege of submitting a prepared statement to be entered into 
the official hearings of this subcommittee setting forth American Legion policies 
relating to appropriations for the Department of Defense. 

Among our members are many who, by training, profession, and experience, 
can be considered qualified in military matters. In the main, it is from this group 
that the membership of our national security commission and committees is 
drawn. It is this commission that prepared the reports and resolutions upon 
which this statement is based. 

Last September 19, 1957, in Atlantic City, N. J., just a scant few weeks before 
the U. S. S. R. successfully launched the world’s first artificial satellite, the 
American Legion adjudged the military threat posed against it of sufficient con- 
cern to unanimously adopt the following resolution : 


“RESOLUTION No. 59 


“Subject: Approve an adequate budget for our Armed Forces 

“Whereas the American Legion has always been in favor of adequate national 
preparedness and realizes the need for close serutiny of expenditures at the 
congressional level, with emphasis on keeping all budget requirements within 
the realm of realistic, efficient, and economical operation of our branches of 
the Armed Forces ; and 

“Whereas the American Legion knows, from its own experience, that economy 
in national preparedness is often false economy resulting in both a waste of 
money, materials, and lives of human beings and that a strong national defense 
is the best protection from international communism and Russian imperialism; 
and 

“Whereas the present drive to reduce the budget allotment for the Armed 
Forces appears to be based upon a desire to economize without sufficient consid- 
eration as to whether a reduction in the budget will result in increase of national 
danger ; and 

“Whereas it is the conviction of the members that this country has never 
heen in greater danger than it is at the present time and that it has never been 
in greater need of preparedness of a realistic nature: Now, therefore, be it 

“Resolved, That the American Legion in national convention assembled in 
Atlantie City. N. J.. September 16-19, 1957, go on record as approving an ade- 
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quate budget for the Armed Forces for the fiscal year 1957-58, aimed at main- 
taining a high degree of national preparedness in this time of world unrest.” 

At that time, there doubtless were many individuals, organized groups, and 
opinion leaders who conscientiously would have opposed a $41 billion plus budget 
such as the one under consideration by this committee today. It was then 
that the American Legion without equivocation placed the weight of its nearly 
8 million members squarely behind an adequate defense budget. 

After last October 4, few people will question the absolute necessity for this 
Nation to remain so strong as to discourage attack from any source. 

We support the present budget for many reasons, but.mainly because in our 
40 years’ history, we have watched the tide of United States military strength 
rise and fall. Powerful in war or when enemy blandishments dictate, we 
allow our armor to rust in time of peace or when our avowed enemies profess 
peaceful intentions. The same tragic mistakes have been repeated time and 
again. 

Today, based on facts as we assess them, the United States is tragically behind 
the Communist coalition numerically in conventional and modern weapons and 
manpower and is behind in the development of the weaponry of the future— 
the key to the conquest of space. 

We have been lucky before; let us pray to God that we still have time to 
bridge the gap that has suddenly yawned between ourselves and the U. 8. 8S. R. 

Since the close of World War II, when we enjoyed undisputed military 
supremacy, the United States has managed to surrender one after another of 
her leads. No on seriously doubted that the Soviets would eventually uncover 
the secret of the atomic and hydrogen weapns. However, the world was astounded 
by the rapidity with which she moved from the atomic to thermonuclear weapons. 
Perhaps disbelief or wrong evaluation caused us to overlook the fact that this 
type of progress was not accidental, but indicated the determination and drive 
the Russians were throwing into the task of overtaking the United States. 

The outbreak of war in Korea introduced the Mig 15, a fighter every bit as 
good as our best—the F-86. Still, we paid little heed. In 1953, we forsook a 
148-wing Air Force goal and surrendered quantitative air superiority to Russia. 

Since then, the U. 8S. S. R. has unveiled in rapid succession, fighters, inter- 
ceptors, jet transports, and, yet, long-range bombers—true intercontinental 
bombers. For some time there has existed grave doubt that we retain qualita- 
tive superiority. 

After the careful study of our present security, the American Legion, at its 
1957 national convention, concluded: 

“We, as American taxpayers, are vitally interested in any governmental 
economies which might reduce the tax burden on the American people. Never- 
theless, in view of the sustained efforts of the Communists to achieve world 
domination, as evidenced by their encroachments in the Mediterranean area; 
their reported achievement of intercontinental ballistics missiles, and their 
attempt to secure qualitative as well as quantitative superiority in weapons 
systems, we, of the American Legion, must insist that our national security 
remain unimpaired and, therefore, we should maintain a status of preparedness 
commensurate with our responsibilities. 

“We advocate a military, political, economic, social, psychological, and ideo- 
logical preparedness of the United States and its dependable allies, capable of 
meeting and overcoming any aggresison, armed or otherwise; that we prosecute 
the competitive coexistence engagement from the highest level of government 
with all the initiative, intelligence, vigor, and determination of which we are 
capable, for the sole purpose of establishing an honorable and lasting peace for 
all mankind.” 

For sheer shocking power, the successful launching of the world’s first space 
satellite has had no equal since Pearl Harbor. Its psychological effect upon the 
American people, who had been repeatedly told of Soviet backwardness, cannot 
be overestimated. 

October 4, 1957, removed any doubt that the Soviet Union had forged ahead of 
the free world in the conquest of space. The U. S. S. R. had delievered a 
tremendously important military and psychological blow against the West. In 
the process it strongly reinforced its claims to the successful development of an 
intercontinental ballistics missile. 

According to the experts, there is little argument that the propulsion system 
used to speed the second artificial satellite into orbit was far more powerful 
than existing United States systems and suitable for use in an ICBM. 
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In the opinion of the American Legion, the critical state of our vulnerability 
cannot be overestimated. We are literally and figuratively “under the gun.” 

In September 1954, former Secretary of the Air Force, Thomas K. Finletter 
prophesied : “The Russians are waiting watchfully for the United States to falter, 
to let its atomic air fall to a point where the Russian defense can take care 
of enough of the United States bombers to keep the blow to a level that Russia 
can accept. And, as part of this line, we may be sure that the Russians are 
driving frenziedly to jump ahead of the United States in the scientific revolution, 
to rush their defensive electronics and defensive missile ahead of our attacking 
bomber techniques, and to develop a ballistic rocket while we are still in the 
piloted-bomber stage.” There is reason to believe these conditions exist today 
and the United States is in great peril. 

Until we perfect and produce un effective ICBM capability, our dependence 
rests with the Strategic Air Command’s relaliatory and deterrent nuclear striking 
power. But SAC may not provide the measure of security and strength on which 
we are counting so heavily. 

In suggesting this, I'm not being critical of the highly qualified and deeply 
dedicated airmen who man our retaliatory force. But I am mindful of the 
disturbing testimony of Gen. Curtis LeMay, Deputy Chief of Staff of the Air 
Force, who before the Preparedness Subcommittee of the Armed Service Com- 
mittee states that for several weeks prior to the end of the fiscal year last June 
30, 1957, a substantial part of our Strategic Air Command was grounded because 
there were no funds to buy gasoline needed to get them into the air. 

This is a shocking revelation. We gambled our security, perhaps even our 
survival against a balanced budget. Thank God we got away with it. 

Your subcommittee is faced with the difficult task of deciding where our 
defense money should be spent. In our defense forces, what percentage of the 
$41 billion-plus budget should be put to missiles, what percentage to POLARIS- 
type submarines, and what part to the Strategic Air Command. 

We note that the 1959 budget provides for imperative need to maintain our 
deterrent capability in the transition period ahead until bombers are supplanted 
by missile systems. This dictates that the United States must continue: 

(1) Construction of more SAC bases to reduce probability of complete obliter- 
ation. 

(2) Adeauate funding to SAC for training and security measures. 

(8) Funds for the new Cordiner pay structures to retain skilled technicians. 

The American Legion testified in both the Senate and House of Representa- 
tives for the revised pay structure recommended by the Cordiner Committee 
on the basis of: 


“RESOLUTION No. 30 UrGING LEGISLATION TO IMPLEMEN1 
TEE REPOR! 


PHE CORDINER COMMIT 


“Whereas the American Legion has consistently believed that national defense 
and national security can only be maintained with strong, capable, and efficient 
Armed Forces in being: and 

“Whereas such forces in being can be realized by a truly professional force 
composed of long-term, experienced, highly trained officer and enlisted per 
sonnel : and 

“Whereas modernization of the military pay structure is a recommendation 
contained in the Cordiner Committee report (Defense Advisory Committee of 
Professional and Technical Compensation) : and 

“Whereas implementation of the Cordiner Committee proposals will result in 
imnroved combat capabilities of our Armed Forces: savings and gains of billions 
of dollars annually: sharp reductions in training accidents and military and 
civilian personnel losses ; reduction in the number of military personnel required 
to produce a given level of national security: a long-term solution to the basic 
manpower problems of the armed services: and improved attraction, retention, 
and motivation of the professional and technical civilian personnel in the De- 
partment of Defense: Now, therefore, be it 

“Pesolred, That the American Legion, in national convention assembled in 
Atlantic City, N. J., September 16-19, 1957, petition the President and the United 
States Congress to enact legislation implementing the Cordiner Committee 
report.” 

We must begin a program based on sound economic and military policy. With 
the rapidity of change in our defense structure, research and development must 
play a large part. The budget authorization of $2.6 billion for research and 
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development, certainly not all that could be used, is a substantial increase over 
last year. With this as a base we have begun. 

The application of nuclear power to ship propulsion is being broadened each 
vear: The first nuclear-powered submarine was included in the 1952 shipbuilding 
program, the first nuclear-powered guided missile submarine in the 1956 pro- 
gram, the first nuclear-powered guided missile cruiser in the 1957 program, the 
first nuclear-powered carrier in the 1958 program, and the first nuclear-powered 
guided missile frigate in the proposed 1959 program. Altogether, including the 
1959 budget, 32 nuclear-powered warships have been programed. Guided missile 
capabilities of one sort or another are being included in most of the new war 
ships under construction or programed for construction. Similar capabilities 
have been installed or are being installed in many existing warships. 

The successful launching of the ATLAS ICBM gives us reason to hope that 
our missile-satellite program is off the ground. Sut it is not cause for com 
placency or misplaced confidence that we'll soon surpass Russia. Evidence 
points to the fact that we're still far behind the Soviets in the development 
and production of missiles and rockets. It may be years before we catch up 
* * * and then only with a truly urgent, all-out rocket and missile program. 

Most assuredly, the Kremlin will intensify its shockingly successful scientific 
technological research and development program for Russia has no intention 
of surrendering its present space supremacy. 

Not until we accept this fact and make it the premise of our own planning 
and programing will we begin to close the gap in relative military strength 
between Russia and ourselves. 

Our long-range objective should be not merely to duplicate what the Soviet 
Union has done, but to outstrip her completely. We must aim ahead, far ahead 
of unmanned space satellites. To do this, we must concentrate America’s best 
brains on the problems of outer space travel. We should, to the greatest extent 
deemed necessary, in the light of Soviet progress, assist brilliant and gifted 
students in higher education. Aid should be administered by the State govern- 
ments. 

The truth, based on the successful launching of two satellites, seems to be 
that the Soviet Union is considerably ahead in rocket and missile development 
The truth is that today America has its back to the wall. We've been forced 
on the defensive by Russia on every major front * * * military, scientific, eco- 
nomic and political. And, the Kremlin is increasing the pressure on all of these 
fronts * * * massing ever growing and seemingly unlimited power to force a 
decisive and disastrous breakthrough in any one or all of these critical areas. 

Thus, we are forced to the inevitable conclusion that the United States has 
no choice; it must remain militarily, morally, and economically stronger than 
the U. 8. 8S. R. Otherwise, it invites attack, isolation, ballistics blackmail, or a 
combination of all these. 

Strength alone, however, cannot insure our survival and continued progress. 
Therefore, I strongly urge that we plan a dynamic policy to outstrip the 
U. S. S. R. in all phases of warfare, military, political, economical, and ideolo 
gical. A strong military posture requires money and to this point the American 
Legion addressed itself in the national security commission report to our No 
vember 1957 national executive committee meetings in Indianapolis, Ind., in 
these clear terms: 

“Today the country faces a crisis without parallel in our history. In the past 
we have been thinking in terms of land, sea, and air. Today we must think in 
terms of space. The survival of our country depends upon the solution of the 
problems confronting us. 

“The American Legion believes that at all times national security takes prece 
dence over national economy. We have adamently maintained this position 
for 39 years, feeling it is better to err in taking a course that may strain our 
national economy than to err in taking one that would imperil our national 
security. 

“There appears to be a growing tendency on the part of certain segments of 
the Government to place greater importance on fiscal consideration rather than 
on the need for adequate national security. Our program should be planned 
on the basis of survival as a free nation and not on the expediencies of the 
moment.” 

The American Legion endorses the appropriation of funds te enable this 
Nation to achieve adequate long-range security, but we will oppose to the utmost 
of our ability the use of the present emergency to effect the passage of law 
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or the appropriation of money for causes which would be generally rebuked by 
our people under less turbulent conditions. 

Many of the recommendations being advanced to this committee were called 
for by Gen. Charles A. Lindbergh nearly 4 years ago when in concluding his 
article Our Best Chance to Survive, he said: 

“Our objective is the survival of Western civilization. Our policy must be 
dynamic. There is no longer such a thing as adequate defense. As long as a 
dangerous enemy exists, our security will lie in the indestructible power to 
destroy.” 

We believe that today’s crisis demands this type of action—now. 

I take this opportunity to express gratitude and my personal appreciation to 
the subcommittee for the privilege of presenting the American Legion’s views on 
the subject at hand. 


STATEMENT OF Representative E. L. Forrester oF Grorera 
NATIONAL GUARD 


Mr. Manon. Next is a letter from Representative Forrester, which 
will be placed in the record at this point. 
FEBRUARY 6, 1958. 
Hon. CLARENCE CANNON, 
Chairman, House Committee on Appropriations, 
House Office Building, Washington, D.C, 


DEAR Mr. CHAIRMAN: Responsible citizens of Georgia have contacted me and 
expressed strong opposition to any reduction in funds for the National Guards, 
both in strength and units. 

It is my understanding the President’s budget provides funds to support a 
strength of only 360,000, which would cause the loss of appreximately 40,000 
trained and ready guardsmen, and ultimately approximately 1,200 equipped, 
trained, and operational units. 

The National Guard units have been equipped and trained at great expense to 
the States and the Federal Government, and the proposed reduction would have 
serious implications on the States and the communities which have supported 
these units and the Nation. 

I hope your committee will recommend adequate appropriations. 

With all good wishes, I am, 

Sincerely yours, 
B. L. Forrester, 
t Member of Congress. 


STATEMENT OF THE AMERICAN HosprraL ASSOCIATION 


DEPENDENTS MEDICAL CARE PROGRAM 


Mr. Manon. The American Hospital Association has forwarded a 
letter to us concerning the dependents medical care program. We 
will insert the letter at this point. 


AMERICAN HOsprirat ASSOCIATION, 
April 24, 1958. 
Hon. GrorGe H. MAnon, 
Chairman, Subcommittee on Department of Defense Appropriations, 
Committee on Appropriations, United States House of Represen- 
tatives, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN MAHON: We understand your committee has under con- 
sideration the appropriation for the dependents medical care program for the 
coming fiscal year. 

The American Hospital Association as representative of the vast majority of 
hospitals in the Nation has a deep and continuing interest in the program. We 
have throughout its history lent every effort to assure its success. We may 
point with some pride to the part civilian hospitals have played in the effective- 
ness of this program, We believe that the program has met with the over- 
whelming approval of the members of the Armed Forces and their families, and 
that any major curtailment of it—especially any curtailment of the freedom of 
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choice of hospital and physician—would be a blow to the morale of our armed 
services and a costly form of economy. 

We have followed closely the operation of the program through the experience 
of our member hospitals and the organizations administering the program, and 
have maintained a close association with the director of the program through an 
advisory committee of this association. Representatives of the hospital field also 
serve on the Advisory Committee to the Secretary of Defense. On the bosis of 
our ohservations we wish to bring the following points to the committee’s 
attention : 

At the time the Medicare program was established approximately 40 per 
cent of the dependents were receiving no ecsre in military facilities Of the 
remaining 60 percent, some were receiving all and some were receiving only 
a part of their care in military facilities. There was, moreover, considerable 
disparity between the services furnished by the Army, Navy. and Air Force 
It is our understanding that the 40 percent who were previously not receiving 
care in military facilities, and were therefore discriminated against, are nov 
receiving care in civilian facilities and form the great bulk of the eivilian 
Medicare program. Whatever diminution of patient load in military facilities 
may have resulted represents only a small fraction of the total Medicare pro 
vram. We helieve it is of first importance that no change in the program 
be permitted to deprive those dependents of medical care who are not within 
reach of militarv facilities. or permitted to recreate even in part the grossly 
discriminatory situation which existed prior to this program. There is no 
assurance that if this program is to be limited, the persons now receiving care 
will not, in fact. be denied access to medical care. 

The country suffers now from critical shortages in health manpower. We 
only have one pool of such manpower which must be called upon in the wisest 
manner possible to serve all of our Nation’s health needs. Inefficient distri- 
bution in the use of such manpower can only end in suffering. Without any 
question the health manpower needs of our armed services must be met, but 
it is not essential that specialists in obstetrics and pediatrics be withdrawn 
from the civilian medical pool in order to perform their services in the mili- 
tary. This is not a wise use of our limited medical manpower. If the situation 
at present is such that there is an excess of medical manpower in military 
facilities. perhaps consideration should be given to returning such persons to 
civilian life. As the denendents medical-care program was established we believe 
it took cognizance of this situation. 

We understand that members of the committee have raised questions about 
the cost of the program. We believe, in the first place, that it can be fully doen- 
mented that the Federal Government is not paying any greater rate for hosvital 
eare rendered in civilian facilities than is the civilian population generally in 
each area. In fact, because of administrative arrangements in some areas the 
Government my be paying less. In the second place, studies made of comnara- 
tive eosts of hospital care as between military and civilian facilities indicate 
that the cost of hospital care in military facilities and the cost of care in civilian 
faclities is annroximately the same. In fact. if the pediatrics were isolated, it 
may well be that the cost of such care in military facilities is greater than the 
cost which the Government has naid for care of such cases in civilian facilities 

Regardless of these considerations, when the Medicare program was adopted 
decision was made that the cost would be well warranted by a resulting improve 
ment in morale of the Armed Forces. Every indication is that such an im- 
provement has heen realized. There is no more reason now than there was 
then to let minor differences in the dollar cost of the program be the deciding 
factor in shaping its provisions. We helieve that to disrunt a program which 
has nroved so suecessfnl in achieving the purpose for which it was designed 
would be a disservice to the country. 

We have not received any complaints with respect to this program: we have. 
indeed, heard a good deal of praise for the program and for the Congress which 
took the action necessary to make it available. Hospitals in many narts of the 
country have informed us of the enthusiasm of dependents and their families 
Examnles have been cited of the strong preference of military dependents for 
free choice of doctor and hosnital and for the hometown program which has 
enahled wives, mothers, and children to be taken care of by their own phvsicians 
in their own hosnitals in their own communities. It is our understanding that 
studies made by the administrator of the program have demonsterted the great 
popularity of the Medicare program with all levels of military personnel. 
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We, therefore, urge that the committee appropriate funds essential to econ- 
ducting the Medicare program fully in its present form and not recommend 
limiting the right that military dependents now have in making a free choice 
of physician and hospital. 

I respectfully request that this letter be made a part of the record of your 
hearings on this matter. 

Sincerely yours, 
KENNETH WILLIAMSON, 
Associate Director, American Hospital Association. 


STATEMENT OF THE AMERICAN DentaL ASSOCIATION 
DEPENDENTS MEDICAL CARE PROGRAM 


Mr. Manon. The American Dental Association's letter to the com- 
mittee concerning the dependents’ medical care program, will be in- 
serted at this point. 

AMERICAN DENTAL ASSOCIATION, 
Chicago, Ill., April 28, 1958. 
Hon. GEorGE H. MAHON, 
Chairman, Subcommittee on Military Appropriations, Committee on Ap- 
propriations, House of Representatives, Washington, D.C. 

DEAR REPRESENTATIVE MAHON: It is requested that the following comments 
be included in the subcommittee’s study of the administration of the Dependents’ 
Medical Care Act. 

The American Dental Association has been concerned for some time with 
the action of the Air Force in establishing family dental clinics for the provision 
of dental care to dependents of Air Force personnel. Such clinics are now in 
operation at at least four Air Force installations located in various sections of 
the country. 

These clinics are staffed by civilian dentists whose salaries are paid from 
base welfare funds. All additional costs, including building, equipment, utili- 
ties, and other overhead expenses are borne by the Air Force through use of 
appropriated funds. In addition, military personnel are employed in supervisory 
and other capacities as part of their duties. 

The dental care being provided at the clinics is being provided without regard 
to the restrictions contained in section 103 (h) (4) of the Dependents’ Medical 
Care Act. 

The association’s primary concern is with the lack of adherence to professional 
Standards and safeguards in the establishment and operation of the family 
dental clinics. However, it is believed that the apparent unauthorized expendi- 
ture of appropriated funds by the Air Force in support of the clinics is important 
and merits the attention of the subcommittee. 

There is one additional matter which the association believes to be worthy 
of consideration by the subcommittee. According to our information, military 
installations located in the Territory of Hawaii bave expanded their dental 
eare facilities greatly since enactment of the Medicare Act. Reportedly, this 
has been done to enable them to provide complete on-the-base dental care for 
military dependents. 

The need for and propriety of furnishing on-the-base dental care to depend- 
ents of all military personnel stationed in Hawaii would appear to be open to 
serious question. The dentist-population ratio in Hawaii is considerably more 
favorable in Hawaii (1-1494) than in the United States (1-1679). Further- 
more, prior to enactment of the Medicare program, civilian dentists in Hawaii 
were fully able to and did meet the dental care needs of military dependents in 
the Territory. Accordingly, there would appear to be no necessity for the 
Armed Forces to assume the expense of providing such care, even though, tech- 
nically, it is permissible under section 103 (h) (4) (C) of the Medicare Act. 
(H. R. 10195, introduced by Delegate Burns, of Hawaii, would remedy this 
situation. ) 

It is believed that Congress, in enacting the Medicare program, did not intend 
that military facilities should be expanded to accommodate the dental needs of 
dependents in areas where adequate civilian facilities are available. The 
American Dental Association does not object to the further expansion of dental 
services under the Medicare program. The association does, however, object 
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to any expansion in that program which might interfere with the primary 
mission of the military dental corps or which might result in a lowering of the 
professional standards of dental care. 
Sincerely yours, 
J. CLAUDE EARNEST, D. D. S., 
Chairman, Council on Legislation. 


STATEMENT OF REPRESENTATIVE Winston L. Proury or VERMONT 
MILITARY SURVEYS AND MAPS 


Mr. Manon. Representative Prouty’s statement on surveys and 
maps will be inserted at this point. 


Hon. Georce H. Manon, 
Chairman, Defense Subcommitte, 
House Appropriations Committee, Washington, D. C. 


DEAR Mr. CHAIRMAN: A constituent of mine, Mr. L. V. Crocker, recently sent 
me a copy of his letter to Senator Aiken regarding appropriations for military 
surveys and maps. 

Since this subject is presently under consideration by your subcommittee I 
would appreciate it if you would have this letter inserted in the record of 
the hearings. 

Sincerely yours, 
Winston L. Proury, 
Member of Congress. 


APRIL 15, 1958. 
Subject: Appropriations for military surveys and maps for the fiscal year July 

1958 through June 1959 
Hon. GeorGeE D. ATKEN, 

United States Senate, Washington, D.C. 

DEAR SENATOR AIKEN: You are already familiar with the plight of the better 
and more experienced contractors of cartographical services for the Armed 
Forces in the cutthroat market existing in the past 2 years with production 
eapacity generated during the war emergencies far in excess of present rates 
of contracting. We have, as you know, spearheaded efforts to retore some 
semblance of a normal market by eliminating some of the competition of 
Government mapping agencies created for some totally different, specific pur- 
pose that had been absorbing most of the contracting funds throngh a “trans- 
fer of funds” from one agency to another. 

The Tennessee Valley Authority is an outstanding example. As a result 
of our efforts and your cooperation, the Army Map Service has placed for bid 
a contract for one lot of material on a project heretofore placed exclusively 
with the TVA to determine whether we and other contractors are right in our 
contention that this work could perfectly well be placed with private organiza- 
tions, and at less cost to the Government. The joker is that this one lot carries 
a specification allowing 2 years for its execution. Therefore, it would seem 
that any relief from this quarter is in the dim and distant future. 

Now we find our existence as experienced contractors, trained in work for 
the defense agencies and capable of rapid expansion in case of emergency, 
is being further threatened by another circumstance. 

The approved request of the Bureau of the Budget to the Congress for 
funds for “Military surveys and maps” for the fiscal year, July 1, 1958, through 
June 30, 1959, is now available and is analyzed as follows: It should be noted 
that the project for military surveys and maps includes the Army Map Service, 
the Army Map Service Far East in Tokyo, mapping operations in Germany, and 
military mapping operations within the six Army areas of the United States. 
The Army Map Service portion of this project is normally a little over three- 
fourths of the total—— 


For fiscal year 1957 (in round figures)________- ee __ $48, 000, 000 
For fiscal year 1958 (in round figures)__---__-______________ _ 40, 600, 000 


Requested for fiscal year 1959___..--____-__-_____ ara ...__... 34, 400, 000 
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This represents an overall reduction from the last fiscal year, compared with 
the present one, of approximately $6,200,000. 
The number of AMS employees for the same 3 years are as follows: 


Average 
Fiscal year 1957 Bios iain alias sacle gains Steet een 1,196 
Fiscal year 1958 i Fadia bicdceatans picasa ; 1,33 
Requested for 1959 sales is assay ene carl etek aba aio caitlin as 


This represents a reduction of 281 against a monetary reduction of $6,200,000. 
In other words the AMS is proposing to keep approximately the same employee 
capacity despite a heavy budget cut. Here again it should be noted that 
$6,200,000 proposed reduction is for the entire military maps and surveys proj- 
ect, the AMS portion of which is (estimated) only three-fourths of this, or 
aprpoximately $4,650,000. Analyzing the situation as reported to the Congress, 
the AMS will apply only $430,000 as a decrease in their plant facilities, and 
$869,000 for their small personnel reduction (Engineer Intelligence will absorb 
$1,480.900 reduction). The balance ($3,456,000, as reported to Congress) to be 
applied in the reduction of that amount in commercial contracting. This there- 
fore amounts to nearly a total elimination of the proposed commercial contract- 
ing for mapping the next fiscal year. 

This cut in funds for mapping, particularly with the major portion of it being 
applied against commercial contracting, appears to be contrary to the thinking 
of the administration and the Congress that by reason of the depression, greater 
funds must be pumped into private industry to bolster it up and keep it alive. 
The result of the elimination of contracting would be the folding up of the few 
remaining organizations with a unit skilled in defense mapping. 

We will appreciate your consideration of the facts herein presented, and your 
assistance in preserving at least some degree of private enterprise in mapping. 

Cordially yeurs, 
THE NATIONAL SURVEY, 
L. V. CROCKER, 
Pre side nt. 


STATEMENT OF TrexAS PHARMACEUTICAL ASSOCIATION 
DEPENDENTS’ MEDICAL CARE PROGRAM 


Mr. Manion. The Texas Pharmaceutical Association has filed a state- 
ment with the committee concerning the dependents’ medical care 
program. Their letter will be inserted at this point: 


Hon. GEORGE MAHON, 
House Office Building, 
Washington, D. C.: 


You were most kind, Congressman Mahon, to write us on March 15, and afford 
us the opportunity of filing a statement with you and the members of your 
subcommittee on Department of Defense appropriations in regard to the 
Medicare Act. 

The Texas Pharmaceutical Association, representing 4,000 individuals prac- 
ticing the profession of pharmacy in Texas, are unalterably opposed to the 
principles under which the Medicare Act was originally constituted, wherein 
at the expense of the Government, a dependent of a serviceman is entitled to 
free medical, surgical, and pharmaceutical service. After the most careful 
reflection on the health needs of these citizens; the morale of the serviceman; 
and the tendency of the Government to constantly liberalize any service to its 
citizens once they are established, it is our sincere belief that the Government 
should compensate the serviceman for his service in an amount that will enable 
him to provide health service for his dependents as an individual citizen, and 
at his own expense, either through direct payments to the health professions or 
under an applicable insurance plan offered by a private enterprise. Inevitably, 
if medicare is allowed to continue functioning in the United States, our profession 
feels most strongly that it will ultimately destroy the private practice of medicine 
and pharmacy. Perhaps you will also be interested in perusing the attached 
clipping from the April 21 issue of the Houston Post, giving the stand of the Texas 
Medical Association on medicare which the physicians voted during their annual 
convention in Houston last week. 
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The health professions in Texas will be most pleased to have your support in 
our fight against a menace which we sincerely believe exists in the Medicare Act. 
Sincere regards, 
C. J. M. Roescn, Executive Secretary. 


[The Houston Post, April 21, 1958] 
TMA Vores TO WITHDRAW FROM MEDICARE PROGRAM 


The Texas Medical Asscciation voted here late Sunday night to withdraw from 
participation in medicare—a Government agency providing medical care to 
servicemen’s dependents—on the grounds it was a step toward socialized medi- 
cine. 

The house of delegates, turning down a majority report, voted 107-46 to with- 
draw from the agency after it was attacked by Dr. Denton Kerr of Houston, 
TMA president. 

Dr. Kerr said if the first step was providing medical care for servicemen’s de- 
pendents, then the next steps would be similar programs for dependents of civil 
service employees and veterans families. 

“We'd have socialized medicine in toto,” he said. 

“The Government should,” he said, “raise salaries so dependents could afford 
medical insurance polices. We think the insurance companies are a great sta- 
bilizing force,” he said. 

Dr. Kerr explained that the program would still continue but would be ad- 
ministered by the Army in San Antonio. Previously, Blue Shield was the insur- 
ance carrier and paid each doctor and in turn was reimbursed by the Federal 
Government. 

“We weren’t complaining about the pay or anything else,’ Dr. Kerr said. 
“We'd just send in the bill and it was paid. But we think it would become 
socialized medicine in time. 


STATEMENT OF THE AMERICAN NurRSES’ ASSOCIATION 
DEPENDENTS’ MEDICAL CARE PROGRAM 


Mr. Manon. Next is a letter from the American Nurses’ Association 
which we will place in the record at this point: 


AMERICAN NuRSES’ ASSOCIATION, INC., 
New York, N. Y., April 25, 1958. 
Hon. Georce H. MAHON, 
Chairman, Subcommittee on Department of Defense, 
Committee on Appropriations, 
United States House of Representatives, Washington, D.C. 


DEAR Mr. MAHON: We note that your committee is now studying the imple- 
mentation of the Dependents’ Medical Care Act, Public Law 569, 84th Congress. 
The American Nurses’ Association wishes to be of all possible assistance to your 
committee in its review of this important measure as it relates to nursing 
services. 

On behalf of the ANA private-duty nurses section, we wish to call your at- 
tention to certain nursing aspects of the program which we have discussed with 
the executive director of the Office for Dependents’ Medical Care. 

Because we believe that essential private-duty nursing care should be included 
as a benefit of any health-insurance program, we were pleased to find some pro- 
vision for nursing benefits in the medicare program. However, we doubt that 
the beneficiaries and the program are adequately protected by the present lack 
of a sound and clear definition of the nature of private-duty nursing care to be 
provided under the program. 

At the present time two categories of nurses are licensed under the laws of the 
various States—registered professional nurses, and licensed practical nurses. 
The latter are authorized by law to perform only simple nursing procedures un- 
der supervision. The scope of the license to practice practical nursing pre 
cludes the practice of private-duty nursing of patients with acute illnesses or pa- 
tients presenting complex nursing problems. Neither the training which prac- 
tical nurses receive, nor the licensure which permits their practice, authorizes 
them to perform the functions of private-duty nursing as this service is commonly 
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understood. Therefore, in the interest of both the dependents, and the program, 
private-duty nursing benefits should be restricted to those provided by registered 
professional nurses. 

We have also discussed with the executive director the rather cumbersome 
method of paying for private-duty services. While the program provides for 
complete payment of the services of physicians, only a portion of the fees for 
private-duty nursing are met by the Government—75 percent of the charges in 
excess of $100. 

We believe that the plan should provide for similar treatment of all profes- 
sional persons participating in the program. Therefore, we have asked that the 
total cost of essential professional private-duty nursing be met by the Govern- 
ment in the same manner as the total cost of physician’s services are met. 

We ask that our views on these matters be considered by your committee. We 
will be happy to provide you with any additional information you may need on 
private duty nursing. 

Please be assured of our continuing interest in the quality of nursing services 
provided for the members of the armed services and their dependents. 

Sincerely yours, 
ELLA BEstT, 
Rgistered Nurse, Executive Secretary. 


STATEMENT OF THE Air TRANSrPorT ASSOCIATION 
AIRLIFT 


Mr. Manon. The Air Transport Association’s letter to the committee 
will be placed in the record at this point. 
(The letter referred to follows:) 


AIR TRANSPORT ASSOCIATION, 
Washington, D. C., April 11, 1958. 
Hon. GrorceE H. MAHON, 
Chairman, Defense Subcommittee, Committee on Appropriations, 
United States House of Representatives, Washington, D. C. 

DEAR CHAIRMAN MAHON: Last year you afforded us an opportunity to present 
to your committee our serious concern about the national implications for ade- 
quate airlift capabilities from policies being followed by the Miiltary Air 
Transport Service. We are pursuing this issue at every opportunity before the 
appropriate committees of Congress, including the Holifield Subcommittee on 
Military Operations, the Rivers subcommittee of the House Armed Services 
Committee, and the Senate Interstate and Foreign Commerce Committee’s Special 
Subcommittee on MATS and MSTS. Because of the pressure of business before 
your committee, we are presenting to you, in writing, a very brief summary of 
the present status of this issue as we see it, for the consideration of your 
committee. : 

1. We are more than ever convinced that the national interest can best be 
served by the development of a strong commercial air transport industry capable 
of almost instananeous conversion to national-defense military-support opera- 
tions, as opposed to the continued wasteful operation of a gigantic peacetime 
military global airline. 

2. We maintain this basic concept was recognized by your committee, the 
Senate Appropriations Committee, and the conference report last year when 
they directed the Department of Defense to route more of their MATS-controlled 
traffic over the commercial airlines. 

3. The language of your directive was so plain as to make it hard to under- 
stand how the Department could have included in its traffic a great deal of traffic 
earried domestically and not under the control of MATS. In your hearings 
-arlier this year, the Department of Defense presented to you figures including 
this extra traffic (pp. 191 and 192). These figures were questioned by both the 
Holifield committee and also, in correspondence by Senator Chavez, chairman, 
Defense Appropriations Subcommittee. 

4. In testimony before other congressional committees and directly to the 
military, we have presented a specific affirmative proposal designed to create 
a working partnership with the military, and thus to produce the best possible 
combined civil-military air transport capability at a minimum cost to the tax: 
payer. We are continuing to actively pursue this plan with the Air Force. 
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5. There are evidences of constantly improving cooperation between the mili- 
tary and the commercial air carriers, and we expect that to continue. 

We urge your committee to examine closely the specific ways in which the 
Air Force is using, and plans to use, the MATS appropriations, so that the policy 
of Congress for greater military use of commercial airlines will be adhered to 
and improvement made in the total national airlift capability for defense purposes. 

We would be glad to appear and amplify our position to the committee, if 
you so desire. 

: Very truly yours, 
S. G. TrpPron. 


Monpay, Aprin 28, 1958. 


Minirary Air TRANSPORTATION 
WITNESS 


HON. CHET HOLIFIELD, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Suerparp. The next witness we have listed for hearings is the 
Honorable Chet Holifield, from the State of California. 

It is a pleasure to have you with us. You have a statement to 
present ‘ 

Mr. Houirtevp. Yes, sir. 

Mr. Sueprarp. We will be pleased to listen to you. 

Mr. Houirmety. Mr. Chairman and members of the sane 
my purpose in appearing before you today is to discuss, briefly, certain 
matters concerning milit: ary-air transportation and, specifically, 
MATS. The Military Operations Subcommittee of the House Com- 
mittee on Government Operations made an extensive investigation 
of the MATS operation. I am chairman of that subcommittee. 

I know that your subcommittee has been interested in this matter 
and in several preceding years has given a great deal of time and 
attention to MATS. Your staff reports and committee hearings were 
available to us when we undertook our investigation. In turn, our 
hearing record may be of help to you. Copies of the printed record 
on MATS, which runs close to 900 pages, are available in room 1611, 
the subcommittee office. 

Our public hearings started immediately after this session of Con- 
gress opened. The reason for starting so early was that the Air 
Force was about to establish a so-called bailment program, by which 
a limited number of military aircraft would be operated by civil 
air carriers for a certain period under contract. The civil operators 
would carry cargo and passengers for the military, and would be 
obliged to carry out other missions in support of combat-training 
maneuvers. 

The civil carriers, with little or no exception, objected very strongly 
to this bailment program. They viewed it as a diversionary move 
on the part of the Air Force, meena the pressing problem of 
MATS competition with civil air carriers and—more immediate— 
sidestepping a congressional mnideis which I shall mention in a 
moment. 

The civil carriers saw the bailment program as merely a method 
of hiring civil crews for military aircraft, with the carrier companies 
serving, in effect, as hiring agents. No opportunity would be aflor ‘ded 
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in the bailment program for use of the carriers’ own aircraft. They 
were anxious to carry military passengers and freight, but on the 
basis of commercial contracts utilizing their own equipment. 

The Air Force witnesses were somewhat surprised to learn through 
our hearings how unanimous the opposition was to this program. 
Assistant Secretary Sharp indicated that this program had been 
formulated in the belief that industry would support it. 

I will not burden you further with a discussion of the bailment pro- 
gram because the Air Force has agreed to put it on the shelf. 

The other immediate reason for our hearings was the controversy 
as to the meaning and effect of a congressional directive to the De- 
partment of Defense, for the 1958 fiscal year. The Department of 
Defense was asked to reprogram expenditures for operation MATS 
and other Government-owned transport activities sufficiently to per- 
mit the procuring of additional services from civil air carriers. The 
goal of such procurement was put at 40 percent of the passenger 
requirements and 20 percent of the cargo requirements of MATS. 

This request was written into the Senate report on the Department 
of Defense appropriation bill for 1958 (see S. Rept. No. 543, 85th 
Cong., 1st sess., p. 14). 

When the Defense appropriation bill came to conference, the com- 
mittee of conference recorded that it emphasized the importance of 
the aforementioned Senate report as regards the use of commercial 
carriers, and it called upon the Department of Defense to carry out 
the full intent (see H. Rept. No. 841, 85th Congress, Ist sess., pp. 6-7). 

Since the conference report represents the consensus of the Appro- 
priations Committees of both Houses, and since the report was accepted 
by both Houses, I take it as a sufficient expression of congressional 
intent on this matter. 

Now the Department of Defense has not seen fit to comnlv with this 
congressional request. First it took the position that airlift procure- 
ment from commercial carriers had exceeded the 40-percent per 
and 20-percent cargo goal contained in Senate Report No. 543, if 
overall Denartment of Defense and not only MATS cceuiealalll 
were considered. 

That, for example, was Assistant Secretary Sharp’s response in a 
letter dated November 15, 1957, to a wire which I had sent to Gen. 
Joseph Smith, commander of MATS on October 30, 1957, asking what 
steps had been taken to comply with the congressional request. I 
dispatched this wire from my Los Angeles office when I was told by a 
number of small air carriers in my district that they were facing 
possible bankruptcy. 

If I may interject at this point, several industry witnesses at our 
MATS hearings told us of their severe economic situation, and we had 
reports that some of them were selling aircraft, curtailing operations, 
or going bankrupt. 

And these things have occurred since the hearings, I might say, in 
several instances. 

By letter dated November 25, 1957, I wrote to Mr. Sharp, pointing 
out that the percentage figures furnished by him were figures dealing 
with overall Department of Defense airlift procurement and not that 
of MATS. Also T requested figures on MATS performance in pro- 
euring commercial air transportation. 
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Senator Chavez wrote to Secretary of Defense McElroy on February 
15,1958, making it plain the at the Senate committee meant MATS when 
it used the term “M ATS.” In other words, there was no ambiguity in 
the Senate report. The Department of Defense twisted the meaning 
to justify its unwillingness to reprogram funds for added commere ial 
procureme nt. 

eee the Department of Defense contended in a report to 
Senator Chavez, a copy of which was sent to me, that reprograming 
of funds for commercial procurement would cut down the MATS 
operating rate and impair its training for wartime; also that every 
ton-mile of commercial airlift procured with reprogramed operation 
and maintenance dollars would reduce the production of military air- 
lift by about 4 ton-miles. 

Now I[ am not going to make a detailed analysis of these figures 
here; in fact there is not enough information in the report submitted 
by the Department of Defense to know how these estimates were 
arrived at. 

But taking the Department of Defense figures at face value, they 
don’t stand up. 

The Department starts with the hypothesis that a reduction in 
the MATS daily operating rate from 4.3 hours to 3.3 hours would 
result in an estimated savings of $17.2 million. Presumably these are 
out-of-pocket cost savings on fuel and maintenance, since the air- 
craft and crews are already in being. 

Now a reduction in the daily operating rate from 4.3 to 3.3 hours 
is a 23 percent reduction. We should then be able to assume that 
there is a roughly proportionate decrease in out-of-pocket costs, since 
no overhead, crews, capital or other costs are involved. 

The Department comes up with a figure of $17.2 million savings 
for a 23 percent reduction in operating rate. This puzzles me. On 
page 837 of our printed hearings, MATS costs of operations for fiscal 
year 1957—and this is for transport functions only—are put at ap- 
proximately $225 million. If we take 23 percent of $225 million, 
cost savings should be something like $52 million instead of $17.2 
million. 

With $52 million, MATS could buy more commercial carrier serv- 
ices than it claims would be lost by reducing its own operating rate 
by one hour. 

This is made plain by considering ton-mile costs. At current com- 
mercial rates, the Department figures it could buy 93 million ton-miles 
for $17.2 million. This is approximately 1814 cents a ton-mile. 

Data presented to our subcommittee indicate that commercial rates 
are considerably less than 1814 cents, at least for cargo. Presumably 
1814 cents is a composite figure for cargo and passengers. Accepting 
the Department figure of 1814 cents, it would appear that $52 millien 
would buy more than 280 million ton-miles of commercial service 
This is substantially more than the 236.8 million ton-miles that MATS 
fears it would lose by reducing its operating rate. 

Furthermore, I see no warrant for the Department o of Defense as 
sumption that a large-scale increase in commercial proe urement would 
force up the price to be paid for commercial service. The civil car- 
riers have large amounts of unused capacity—more than enough to 
supply the services indicated by the congressional formula. 
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The Department calculations also assume that all the tonnage now 
carried on MATS is absolutely necessary. There are other assump- 
tions and limitations in the data which will be analyzed in our forth- 
coming report. 

As far as I am concerned, the Department of Defense is playing a 
numbers game. Almost every letter that comes along has somewhat 
different figures because it relates to a somewhat different. time period 
or includes or excludes somewhat different estimates. 

MATS badly needs some study and attention by the Secretary of 
Defense—and I don’t mean study and attention by MATS alone. 
Secretary McElroy has an Assist: ant Secret: ary of Defense for Supply 
and Logistics who has an office that is supposed to be concerned with 
defense transportation policy; but the only thing we get from this 
office is a bundle of directives, some of them inconsistent within them- 
selves or one with another. Furthermore, those who are supposed to 
give policy direction to MATS seem to be taking direction from 
MATS. The MATS arguments simply are echoed by the higher 
echelon policy spokesmen without analysis and without careful 
thought. 

[am not going to impute bad faith to anyone or to indulge in per- 
sonalities, but I want to cite just one example of the Pentagon policy 
of confusion and doubletalk. 

After our MATS hearings were concluded, at my suggestion, the 
Secretary of the Air Force, the Honorable James H. Douglas, met 
with subcommittee members in my office to discuss the economic situ- 
ation confronting the civil air carriers and to see what cou'd be reason- 
ably and lawfully done to get them over some very rough spots. 

This was a completely informal and perfectly legitimate conference 
because, after all, these civil carriers have a vital defense mission to 
perform, and our national defense will not get any stronger as these 
carriers sell aircraft or go out of business. And unneeded aircraft, 
mind vou, will not be bought by other similarly depressed carriers 
but will be sold to foreign countries. 

And, of course, will leave the United States as far as any availability 
for emergency use is concerned. 

I am speaking about what is called the CRAF program, the civil 
reserve air fleet. 

The supplemental carriers, who depend largely on the military 
for their business, had proposed in the course of our hearings that 
MATS “exercise” a certain number of their aircraft that were in the 
civil reserve air fleet by utilizing them for military cargo and passen- 
ger carriage for a given period of time. This would have involved 
some 24 aircraft and their crews for a period of 90 days. 

This sounded like a reasonable proposal and certainly it was worthy 
of consideration. Secretary Douglas wrote me a letter on April 5 
saying that he h: - asked his staff to review and evaluate this proposal. 
That sounded, as least, like a faint note of encouragement for the 
supplemental aaraie Then I was surprised to learn from their as- 
sociation that the day before Secretary Douglas drafted his letter to 
me. their association had received a letter from the Assistant Secretary 
of Defense for Supply and Logistics stating that their proposal had 
been considered and rejected. 
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Perhaps this is another case of one arm of the Pentagon octopus 
not knowing what the other is doing; but it certainly suggests a need 
for more responsible policy formulation in regard to air transportation. 

Our subcommittee report will be prepared and submitted through 
the full committee to the Congress in the latter part of May. I trust 
that you will find constructive recommendations, and that this re- 
port will be likewise helpful to the legislative committees in this field. 

At this time, speaking individually and without anticipating any 
recommendations in the report, I would urge you to support the con- 
gressional formula for increased commercial procurement by MATS 
and to write into your appropriation bill language to enforce this 
formula. 

Certainly I would not propose this formula as final and permanent 
legislation. ‘There are difficult policy problems to be worked out, 
and other factors to be considered. I am sure, however, that no 
defense resources would be impaired by the indicated formula. 

In the maritime field Congress has seen fit to write into law a re- 
quirement that the Military Sea Transportation Service procure at 
least 50 percent of its cargo needs from United States commercial 
carriers. MSTS has lived within this limitation without difficulty 
despite original protests against the enactment of Public Law 664, 

3d Congress. 

Similar legislation may or may not be the proper thing for MATS, 
but it is incumbent upon the Congress to take some action to break 
through the shell of indifference in the Pentagon to the problems 
of the civil air carriers. 

It seems to me that reasonable arrangements could be worked out 
by which more Government traffic could be handled by private car- 
riers without affecting MATS’ own capability for wartime require- 
ments. I do not think that such a program would entail any added 
outlays in our military transportation budget. 

In view of the fact that the Air Force, in its operation of 
MATS, has ignored the clear intent of Congress as expressed in 
Senate Report No. 543, 85th Congress, Ist session, page 14, and House 
Report No. 841, 85th Congress, ist session, pages 6, 7, I respectfully 
suggest that limitation language be embodied in the forthcoming 
appropriation bill for the operation of MATS. It is the only way 
I know by which the will of Congress can be enforced on an agency 
which stubbornly and willfully ignores the intent of Congress as ex- 
pressed in its reports. 

Mr. Sueprarp. Thank you, Mr. Holifield. That was a well-docu- 
mented statement. 

Mr. Horirrerp. We have duplicates of all these letters and refer- 
ences referred to, and we could leave everything with you, except we 
had to go to the Library of Congress to get the two copies of these 
reports. 

They are the Department of Defense appropriation bill reports oi 
1958 and I know you have those in your own library. 

Then, we have one other letter here which we do not have a con of, 
but which could be made available in case your staff wants to look over 
any of these references. 

Mr. Sueprarp. We shall appreciate your leaving them here, and I 
wish you would file them with the clerk so we will have them for 
reference purposes later. 
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Mr. Horrrrevp. Our staff member, Mr. Ridgley, here, can explain to 
your clerk the documents we have to return to the Library because that 
is the only place we could get them, and apparently they are out of 
print over here. 

(The documents referred to by Mr. Holifield are as follows:) 


TELEGRAM SENT OcToBER 30, 1957 


Gen. JOSEPH SMITH, 
Commanding General, MATS, 
Andrews Air Force Base, Md.: 

West Coast Directors of Independent Air Lines Association have registered a 
strong appeal to me as chairman of the Subcommittee on Military Operations of 
the House Committee on Government Operations to investigate the failure of 
MATS to honor the recommendation contained in Senate Report No. 5438 regarding 
the allocation of freight and passenger business to private airlines. The owners 
of these lines are facing bankruptcy in the near future unless they are allotted 
additional cargo business of the Defense Department. They claim that cargo 
allocation to date by MATS falls far below Senate Appropriation Committee’s 
recommendations of a goal of 40 percent passenger and 20 percent cargo. 

I believe it is vital in the interest of national security that a standby reserve 
of private cargo lines be supported and maintained. I call to your attention the 
emergency services they rendered in the Berlin, Korean DEW line, and Hungarian 
events. It is urgent that these small cargo lines receive an allocation of business 
immediately if they are to survive. 

May I receive by return wire your advice as to the possibility of favorable 
consideration of their request so that I can in turn advise these western operators 
to contact your office for direction. 

Congressman CHET HOLIFIELD., 


DEPARTMENT OF THE AIR FORCE, 
Washington, D. C., November 15, 1957. 
Hon. Cuet HO.Liric.p, 
Re prese ntatinve n Congress, 


5707 Whittier Boulevard, Los Angeles, Calif. 


DreAR Mr. CHAIRMAN: Reference is made to the wire which you sent to Gen. 
Joseph Smith, commander of the Military Air Transport Service, on October 30, 
1957, concerning commercial airlift procurement. 

The Air Force is currently analyzing the commercial airlift procurement 
program. Present information indicates that the overall Department of De- 
fense airlift procurement has exceeded the 40 percent passenger and 20 percent 
eargo figures contained in Senate Report No. 548. Commercial airlift aug- 
mentation was 54.6 percent passenger and 46 percent cargo for fiscal year 1956, 
and 47.1 percent passenger and 40.2 percent cargo during fiscal year 1957. For 
the first half of fiscal year 1958, commercial airlift procurement is 58.8 percent 
passenger and 25.6 percent cargo. [The last two figures were revised by tele- 
phonic information received from the Department of the Air Force and should 
read ‘45.0 percent passenger and 24.9 percent cargo.” | 

For the second half of fiscal year 1958, there are indications that there will 
be a shrinkage in overall Department of Defense airlift procurement. I have 
had a review prepared of projected outbound channel traffic requirements for 
that period. This review indicates a reduction in the need for commercial 
augmentation of military capability. The general reduction in forces, including 
reductions of oversea forces, and in funds in other areas, will result in lesser 
overall peacetime military air transport needs in the latter half of fiscal year 
1958. These reduced needs will likely be reflected in curtailed procurement of 
commercial airlift augmentation. 

I have noted with concern your remarks to the effect that some of the inde- 
pendent earriers are facing bankruptcy if not helped out by Department of 
Defense business. I can assure you that this problem is of great concern to 
the Air Force and I am in complete accord with the need for a strong self- 
sufficient and economically sound air transport industry to back up the aug: 
mented military resources in peace and war. However, a number of small 
carriers are known to have existed substantially or entirely on military business 
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for some time. The decisions to place so much reliance on the unstable mili- 
tary market (as opposed to commercial sources) were made by airline inanage- 
ment. The Air Force has deplored these decisions and practices as unsound 
and has asserted that cutbacks in military procurement of commercial airlift 
could result in financial insecurity for the carriers who follow such practices. 
The Air Force cannot, in effect, subsidize any portion of the air transport 
industry. [I am sure you will recognize the fact that bids for airlift are open 
to all responsible contractors regardless of what trade affiliations they have 
chosen. Contracts are awarded on a competitive low-bid basis. Accordingly, 
the Department of Defense cannot favor one industrial group over another. 
I hope that this is responsible to your inquiry. 
Sincerely yours, 
DubLEeEY C. SHARP, 
Assistant Secretary of the Air Force. 


NOVEMBER 25, 1957. 
Hon. Duprey C. SHARP, 
Assistant Secretary of the Air Force, 
The Pentagon, Washington, D.C. 

My Dear Mr. SuHarp: This will acknowledge receipt of your letter to me dated 
November 15, 1957, which was in answer to my inquiry about the use of com- 
mercial aircraft by Military Air Transport Services (MATS). 

I frankly have some question about the responsiveness of your letter, since it 
addresses itself to overall Department of Defense airlift procurement and not 
that of MATS. So there can be no misunderstanding, I quote below the perti- 
nent paragraph of Senate Report 543: 

“It is the wish of the committee, therefore, that within the 1958 appropriations 
for operations and maintenance and for military personnel the Defense Depart- 
ment reprogram expenditures for operating MATS and other Government-owned 
transport activities sufficiently to permit the funds so reprogramed to be applied 
toward procuring the services of United States civil air carriers to meet as nearly 
as possible 40 percent of the passenger requirements and 20 percent of the cargo 
requirements of the Military Air Transport Service.” 

This paragraph, and the section of which it is a part, entitled, “Use of Com- 
mercial Carriers,” was specifically reemphasized in the report of the conference 
committee. 

The whole point, of course, is to make maximum utilization by the Department 
of Defense of United States civil air carriers because this “is essential both in the 
promotion of our free enterprise economy and in the provision of the necessary 
ready reserve civil airlift for national defense.” The quoted words are from the 
Senate report. 

I note your reference to the small air carriers’ dependence on military busi- 
ness. I am informed that this is not of the carriers’ own choosing—that in the 
face of reguiatory restrictions in the industry this is virtually the only sub- 
stantial market left to them, If they are to be in existence when the Nation 
needs them (as in the Berlin, Korean, and DEW-line airlifts) then it behooves 
the Government as a matter of policy to take affirmative action to preserve this 
important potential. 

I hope the Air Force will give renewed consideration to this problem. I hope 
also that as soon as possible you will provide me with the requested figures on 
MATS’ own performance in procuring commercial air transportation, 

Sincerely yours, 
Cuet HOLIiriecp, 
Vember of Congress. 





The letter is dated February 15, 1958: 


My Dear Mr. Secretary: In regard to the report which our committee re 
quested be made by the Department of Defense by the Ist of January 1958, 
which was to indicate the progress made by the Department of Defense in 
implementing the directive of this committee as stated in the committees’ Report 
No. 548 of last year on Department of Defense appropriation bill, 1958, we have 
received and studied your letter of January 14, 1958. 

From your letter, it appears that there has been some misunderstanding hy 
the Department of Defense as to the intent of our committee in regard to the 
use by the Military Air Transport Service of United States civil air carriers. 


25095—58—_—70 
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Under that part of our Report No. 543 entitled “Use of Commercial Carriers,” 
we stated, among other things, “In summary, we do not feel that sufficient effort 
has been made by the Department of Defense in the international and overseas 
field to adjust its use of air transportation so as to use existing unutilized 
capacity of United States air carriers.” 

Our committee in its report stated further: “It is the wish of the committee, 
therefore, that within the 1948 appropriations for operation and maintenance 
and for military personnel the Defense Department reprogram expenditures for 
operating MATS and other Government-owned transport activities sufficiently 
to permit the funds so reprogramed to be applied toward procuring the services 
of United States civil air carriers to meet as nearly as possible 40 percent of the 
passenger requirements and 20 percent of the cargo requirements of the Military 
Air Transport Service.” 

The language of the committee’s report in regard to its wishes that 40 percent 
of the passenger requirements and 20 percent of the cargo requirements of 
Military Air Transport Service be procured from United States civil air carriers 
is quite clear. From your letter of January 14, it appears that you have inter- 
preted this part of our report to mean that overall procurement of air trans- 
portation by the Department of Defense might satisfy the requirement of the 
committee which specifically applies to procurement to be made by the Military 
Air Transport Service. 

This is not consistent with the request made in our report, and the committee 
does not feel that its specific request pertaining to procurement of 40 percent of 
the passenger requirements and 20 percent of the cargo requirements of the 
Military Air Transport Service has been met. 

The committee restates, reaffirms, and emphasizes its position of last year, as 
stated in its Report on Department of Defense Appropriations for Fiscal Year 
1957, in regard to use of civil air carriers. 

It was and is the wish and intent of the committee that the Military Air 
Transport Service procure and utilize the services and capacity of the United 
States civil air carriers to transport and meet 40 percent of the passenger re- 
quirements and 20 percent of the cargo requirements of the Military Air Trans- 
port Service. These percentages apply specifically to transportation require- 
ments of the Military Air Transport Service, to be procured by the Military Air 
Transport Service from United States civil air carriers. 

The committee’s wishes and intent in regard to the use of civil air carriers by 
the Department of Defense in meeting the Department’s overall requirements 
for peacetime airlift was clearly expressed otherwise in the committee’s report 
of last year. Therefore, it will be expected that the Department of Defense will 
immediately undertake to carry out the full intent of the committee as expressed 
in our report of last year and as further clarified herein. 

Very truly yours, 
(Signed) DENNIS CHAVEZ, 
United States Senator. 


And copy to the Honorable Chet Holifield, chairman, Committee on Govern- 
ment Operations. 


APRIL 14, 1958. 
Hon. DENNIS CHAVEZ, 


United States Senate. 

DEAR SENATOR CHAveEz: This refers to your letters of February 15 and 21, 
1958, and our reply of March 5, 1958, concerning the procurement of United 
States commercial air transport services to meet a stated amount of Military 
Air Transport Servicee requirements. 

In this connection I am forwarding a Summary Report on Use of Commercial 
Air Transportation which, I hope, will clarify the problem and the position 
of the Department of Defense in this matter. 

I assure you that the Department of Defense will make every practicable 
effort, consistent with the efficient and economical utilization of the military- 
owned resources of MATS, to use commercial air transportation to meet air 
transportation requirements of the Department of Defense. 

Sincerely yours, 
Part B. SmirH, 
Director for Transportation, Communications, and Petroleum Policy. 








— 2 os 


> = “a Po, 


~—- 


1105 


SuMMARY REPORT ON USE OF COMMERCIAL AIR TRANSPORTATION 


The attached chart (table 1) which covers the first half of fiscal year 1958, 
shows ahe procurement of commercial airlift to meet those Department of De- 
fense requirements which were placed against the Military Air Transport Serv- 
ice (MATS). Commercial airlift, in that period, was used to move 36.8 percent 
of the passengers and 6.3 percent of the cargo requiremnt. 

The figures furnished in the attaached table I reflect the peacetime com- 
merical augmentation of MATS which was achieved for the first half of fiscal 
year 1958 without reprograming personnel or maintenance and operations funds. 
Such reprograming would have resulted in a MATS operating rate which would 
have been substantially below the minimum required to enable successful 
prosecution of war plans. In addition, it is estimated that for every ton-mile 
of commercial airlift which might be purchased with reprogramed operation and 
maintenance dollars, the production of military airlift would be reduced by 
about 4 ton-miles. 

This is explained as follows: MATS average operating rate in fiscal year 1957 
was 4.3 hours per aircraft per day; if this rate had been reduced by 1 hour 
per day for the year, savings on crew temporary duty, travel allowances, fuels 
and lubricants, parts and supplies to maintain aircraft and contract main- 
tenance for the depot level overhaul would have come to some $17.2 million. 
No savings would have been realized in assigned crew, maintenance, traffic, 
communicationss or other personnel, or in operating facilities and bases, or in 
aircraft equipment. All these were, and are needed at present or higher 
levels for emergency operation. 

The Department has noted with some concern the committee’s wish that 
“within the 1958 appropriations for operations and maintenance and for mili- 
tary personnel the Defense Department should reprogram expenditures for 
operating MATS and other Government-owned transport activities sufficiently 
to permit the funds so reprogramed to be applied toward procuring the serv- 
ices of United States civil carriers to meet as nearly as possible 40 percent 
of the passenger requirements and 20 percent of the cargo requirements of the 
Military Air Transport Service.” 

In expressing this concern, the Department of the Air Force has stated that 
little or no reprograming has taken place within the funds allocated directly 
for operation and maintenance, or for personnel of the Miiltary Air Transport 
Service. The reason for not taking such action, simply stated, is the belief 
that the national interest, and particularly the defense posture would be ad- 
versely affected if MATS ability to carry out strategic deployments, and other 
war plan activities, were in any way reduced. 

There are, in addition, other substantial reasons which relate to effective, 
efficient use of Government resources to promote logistics economies; however, 
the contribution by MATS to our retaliatory strength—in either general or local 
emergencies—is by far the most important consideration. Therefore, we would 
like to take this opportunity to present additional information which will indi- 
cate the compelling need for MATS as an essential element of the combat forces. 

The size and operating rate of the Military Air Transport Service has been 
established on the basis of the tasks and missions which that force must perform 
in an emergency. These tasks and missions are based on overall Department of 
Defense airlift needs. The Joint Chiefs of Staff, as part of their war planning 
responsibilities, have determined these wartime airlift requirements. They 
have, in addition, reviewed the ability of the Air Force (as represented by 
MATS, with civil augmentation) to meet the wartime airlift requirements, and 
have determined that this ability is generally adequate. The Joint Chiefs of 
Staff have also determined that Air Force airlift programs for wartime airlift 
should be continued as presently planned, subject to annual review. 

The Departments of Defense and of the Air Force have long believed that it 
is neither practical nor desirable to maintain military airlift forces sufficient to 
meet all airlift requirements of an emergency. Therefore, our plans include 
the use of civil augmentation in the form of the civil reserve air fleet. The scope 
of the peacetime augmentation of MATS is indicated by table I. 

However, the wartime requirements include certain minimum needs which, on 
the basis of timing. experience, instantaneous availability, readiness and types 
of equipment, must positively be met by military airlift forces. These are hard- 
core airlift needs of such crucial importance at the outset of war that reliance 
for their fulfillment must be placed on the seasoned, properly equipped, disci- 
plined military force represented by MATS. 
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MATS is a carefully integrated part of the overall combat force. The needs 
for readiness, instant reaction and responsiveness to military command and 
eontrol in military airlift forces are the same as those needs in other military 
forces. 

In order to function as an integral part of the combat forces MATS must train 
and exercise in peacetime at a rate from which it can expand in an emergency. 
Operational readiness of this complete airlift system is an absolute necessity ; 
the Air Force achieves this readiness through actual operations in peacetime 
with the right numbers of military personnel, military transport aircraft, other 
equipment and dollars. This is the only way we can insure instantaneous, effec- 
tive, full-scale reaction if war should come. 

The current peacetime operating rate of MATS is considered to be at the 
minimum for meeting the emergency requirements and for carrying out the 
concepts outlined above. We feel, and have felt for some time, that MATS peace- 
time operating rate should be at an optimum, rather than at a minimum level; 
in fiscal year 1956 our programs for MATS were adjusted to raise the objective 
peacetime utilization rate gradually from 4 flying hours per aircraft per day, 
to 6 hours per day by January 1, 1959. This objective has not yet been attained, 
due principally to lack of skilled manpower in maintenance categories; the rate 
for MATS strategic transport fieet as of January 1, 1958, was at 4.3 hours per 
day. 

The foregoing statements lead appropriately to further discussions of effec- 
tive, efficient use of Government resources in the area of logistic economies. 

If the MATS operation had been reduced by 1 hour per day for fiscal year 
1957 (as described in the second paragraph, above) a corresponding annual 
reduction of some 236.8 million ton-miles of military airlift would have resulted. 
If the $17.2 million made available by thus reducing MATS operation had been 
applied to buy commercial airlift at present competitive rates, then about 93 
million ton-miles could have been bought. This would have represented about 
two-fifths of the ton-miles lost by curtailing MATS. 

However, estimates indicate that large-scale purchases of commercial airlift 
in this period would have quickly used up whatever excess capacity existed in 
the market, and the increased demand would have forced prices upward. There- 
fore, the Air Force has estimated, conservatively, that the $17.2 million would 
in fact have bought only some 60 million ton-miles of commercial airlift, or 
about one-fourth of the airlift which would have been lost if MATS operating 
rate had been cut back. 

The Government, through actions by the Air Force, the Joint Chiefs of Staff, 
the Department of Defense, the Bureau of the Budget and the Congress, has 
recognized the need for a strong military airlift force. The taxpayer has pro- 
vided funds for the equipment, facilities, personnel, and other resources to 
create this force. MATS would be a wasting asset, if through lack of training 
and experience, it was incapable of meeting the emergencies for which it was 
created. Moreover, if MATS training and exercise generate a useful product; 
namely, peacetime airlift usable for the necessary deployment and maintenance 
of our forces, it would be wasteful of the taxpayers’ investment not to put this 
product to work. 

For these reasons the Department seriously believes that the use which is 
made of MATS under peacetime conditions is actually in the best interest of 
the Government. 

The report which was furnished to you on January 14, 1958, included a partial 
computation of overall Department of Defense uses of commercial airlift. A 
more complete computation of these figures is enclosed as table II. This infor- 
mation is presented in connection with that part of Senate Report 543 which 
indicated the committee’s feeling that the Department had not made sufficient 
effort to use commercial airlift in the international and overseas field. 
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TaBLeE 1.—MATS military versus commercial airlift during 1st half fiscal year 1958 


Passengers Cargo 
Millions of | Percent Millions of | Percent 
ton-miles ton-miles 
Military - - d 130.6 | 63. 2 | 330. 0 | 93.7 
Commercial... 1 76.0 36.8 2 22.0 | 6.3 
Total _ . 206. 6 100. 0 352. 0 | 100. 0 


1 Cost of commercial passenger airlift, $24,442,000 
2 Cost of commercial cargo airlift, $4,422,000. 


TaBLe II.—DOD airlift traffic by military and commercial means for 1st half 
fiscal year 1958 


Passenger Cargo 
ton-miles ton-miles 
i. Overall DOD airlift (MATS, and commercial airlift, domestic and inter- 
national) Je : eee 274, 609, 211 | 466, 445, 631 
2. DOD airlift by commercial means (domestic and international) 144,020,611 | 136, 386, 631 
3. Overall DOD international airlift (MATS and commercial) - | 212,437,735 | 368, 540, 947 
4, DOD international airlift by commercial means 5 | 81, 849, 135 38, 481, 947 
5. Percent of item 2 (DOD airlift by commercial means) to item 1 (overall | 
DOD airlift) for passenger and cargo separately : 12. 4 | 29. 2 
6. Percent of item 4 (DOD international airlift by commercial means) to | 
item 3 (overall DOD international airlift) for passenger and cargo sepa- 
rately _. eatiob ; . - : ; 38. 5 | 10.4 





Note.—Figures based on actual procurement for months of July through October and estimated pro 
curement for months of November and December. However, airmail data which is included was based 
on procurement for July through September and estimated for October through December. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 5, 1958. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives. 

DEAR Mr. CHAIRMAN: I refer to your letter of March 4, 1958, in which you 
requested information concerning the reappraisal of the problems confronting 
the civil air carriers and the possibilities for Department of Defense action 
to improve their position. 

The Air Force has a continuing interest in encouraging the civil air carriers 
as a defense asset. As the Air Force testified during the recent hearings before 
your committee, we feel that MATS size and peacetime operating rate must 
be maintained at realistic levels if critical emergency plans are to be carried 
out. In addition, the efficient employment of defense resources and the tax- 
payer’s dollar require the use of MATS in peacetime to defray a significant 
portion of Department of Defense airlift needs. It is our belief that no mean- 
ingful reductions can take place in military airlift forces—either in size or 
operating rate—without inducing unacceptable impairment of our strategic 
potential. 

These points notwithstanding, we are always ready to consider means by 
which our use of augmenting commercial airlift can be improved, either for 
peacetime or emergency planning purposes. We have just received a proposal, 
a copy of which is enclosed, from the Independent Airlines Association. Their 
suggestion, briefly, is that the Air Force should embark upon a test of the CRAF 
program by using a member of the association’s aircraft “on active duty” for 
a period of time. The staff has been asked to review and evaluate the asso- 
ciation’s proposal to include an estimate of the cost and source of funds for 
such a test, and the appropriateness of procuring carriers’ services without 
recourse to competitive bidding. In addition, we will have to take into account 
the impact which funding for an exercise of this kind might have on MATS’ 
readiness to perform in an emergency. 
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I appreciate your continued interest in airlift matters and I wish to assure 
you that the Air Force will do all it can to encourage the civil air carriers to 
improve their position without impairment of the Air Force strategic potential, 

Sincerely yours, 
JAMES H. Dovetas. 


Pustic Law 664—S3p Coneress, CHAPTER 956—2D SESSION 
S. 3233 


AN ACT To amend the Merchant Marine Act, 1936, to provide permanent legislation for 
the transportation of a substantial portion of waterborne cargoes in United States-flag 
vessels 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 901 of the Merchant 
Marine Act, 1936, as amended, is hereby amended by inserting “(a)” after 
“Sec. 901.” and by adding at the end of the section the following new subsection: 

“(b) whenever the United States shall procure, contract for, or otherwise 
obtain for its own account, or shall furnish to or for the account of any foreign 
nation without provision for reimbursement, any equipment, materials, or 
commodities, within or without the United States, or shall advance funds or 
credits or guarantee the convertibility of foreign Currencies in connection with 
the furnishing of such equipment, materials, or commodities, the appropriate 
agency or agencies shall take such steps as may be necessary and practicable 
to assure that at least 50 per centum of the gross tonnage of such equipment, 
materials, or commodities (computed separately for dry bulk carriers, dry 
eargo liners, and tankers), which may be transported on ocean vessels shall 
be transported on privately owned United Statesflag commercial vessels, to the 
extent such vessels are available at fair and reasonable rates for United States- 
flag commercial vessels, in such manner as will insure a fair and reasonable 
participation of United States-flag commercial vessels in such cargoes by geo- 
graphic areas: Provided, That the provisions of this subsection may be waived 
whenever the Congress by concurrent resolution or otherwise, or the President 
of the United States or the Secretary of Defense declares that an emergency 
exists justifying a temporary waiver of the provisions of section 901 (b) and so 
notifies the appropriate agency or agencies: And provided further, That the 
provisions of this subsection shall not apply to cargoes carried in the vessels of 
the Panama Canal Company. Nothing herein shall repeal or otherwise modify 
the provisions of Public Resolution Numbered 17, Seventy-third Congress (48 
Stat. 500), as amended.” 


Approved August 26, 1954. 


Mr. Suepparp. Are there any questions, gentlemen ? 

Do you have any other witnesses, Mr. Holifield? Any with you 
which you wish to present at this time ? 

Mr. Hortrtetp. No other witnesses, Mr. Chairman. 

Mr. Suepparp. Thank you very much for your contribution. We 
appreciate very much the time you have taken to come here, sir. 

Mr. Houtrretp. Thank you for listening. 


STATEMENT OF REPRESENTATIVE Coya KNutTsON oF MINNESOTA 
NATIONAL GUARD 


Mr. Manon. Our colleague, Mrs. Knutson, has forwarded a state- 
ment for the record. It will be inserted at this point: 
May 12, 1958. 
Hon. Georce H. Manon, 
Chairman, Department of Defense Subcommittee, Committee on Appro- 
priations, House of Representatives, Washington, D. C. 
DEAR Mr. CHAIRMAN: May I respectfully state opposition to any cut in funds 


for the National Guard, a matter which is now being considered in your study 
of Defense Department appropriations. 








| 
| 
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From a personal point of view, I would be very much disturbed if these funds 
should be cut as it would mean that the famed 47th Infantry Division of Minne- 
sota would pass into extinction. More objectively, however, I feel very strongly 
that it continues to be necessary for this country to have a well trained civilian 
reserve. The guard has proved its worth over and over again in the course of 
our history, and it continues to have the same high ideal of service as in its past. 
The guard serves an important function in its community and I think it would 
be short-sighted to eliminate this patriotic, unifying force from our Nation’s 
grassroots. 

I will appreciate your making this statement a part of the record of your 
considerations, and thank you for the opportunity to present my view. 

Kindest regards, 

Sincerely, 


Congresswoman Cora KNUTSON. 
STATEMENT OF INDEPENDENT AIRLINES ASSOCIATION 


Mr. Manion. The Independent Airlines Association has forwarded 
the committee a letter supplementing their prior testimony. It will 
be placed in the record at this point: 


INDEPENDENT AIRLINES ASSOCIATION, 
Washington, D.C., May 14, 1958. 
Hon. Ropert L. F. SrKes, 
Department of Defense Subcommittee, Committee on Appropriations, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN SIKES: Following my appearance before the Department 
of Defense Appropriations Subcommittee on April 28, I had the records of the 
Independent Airlines Association searched to provide a more detailed answer 
to Congressman NScrivner’s question about the complaints of service personnel 
about certain contract carrier charter flights. 

The subcommittee will be interested in the fact that in calendar year 1957 our 
membership operated 4,971 domestic commercial air movements for the Depart 
ment of Defense, totaling 218,856 military passengers. During this period, we 
had only 80 complaints, many of which were discrepancies of a minor nature 
which travelers by all modes of transportation experience continuously. Others 
stemmed from circumstances beyond our control, such as weather. 

Our group is seriously endeavoring to improve its service to the military and 
the American public for whom we are the only consistent source of custom-made 
airlift tailored to suit the needs of the user. 

I hope this letter will be inserted in the hearing record at the appropriate point 
following Mr. Scrivner’s remarks. 

Sincerely, 
JOHN P. DOoYIE, 
Vajor General, USAF (Retired), 
Executive Director. 
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TRANSFERS TO EMERGENCY FUND 


The following information was supplied in response to Mr. Sikes’ 
question on page 257: 


—~e 


Source appropriations of transfers to OSD emergency fund under transfer authority, 
fiscal years 1956-58 


{Millions of dollars] 





Fiscal year Fiscal year Fiscal year | Total, fiscal 
1956 1957 1958 ! | years 1956-58 
DEPARTMENT AND APPROPRIATION TITLES 
Department of the Army 
Operation and maintenance 12. 1 12.1 
Procurement and production.. 10. 0 10.0 
Total. ._- 10.0 12.1 22.1 
Department of the Navy | | 
Reserve personne 1, Navy $.3'1 2.7 
Navy personnel, general expenses. 7 Py 
Military personnel, Marine Corps--- 13. 6 13.6 
Aircraft and facilities 3.5 11.9 15.4 
Ships and facilities 15.0 4 15.9 
Construction of ships 13.0 13.0 
Ordnance and facilities 2.0 2.0 
Civil engineering 3.6 3.6 
Servicewide operations 2.6 2.6 
Total_. ; 20.5 13.0 36.0 | 


is 
|= 
a] 


| 
1} 


Department of the Air Force 
Aircraft and related procurement 19. 5 


5 19.5 
Operation and maintenance 18. 4 18.4 
Total. 19. 5 18.4 37.9 
Department of Defense, total 50.0 13.0 66. 5 129. 5 


1 As of Apr. 17, 1958 
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